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Abstract 

The purpose of the thesis is to investigate if there are differences between large fund 

companies and small independent fund companies and their Sweden funds, through 

analyzing the development of the funds’ performance and reviewing their organizations 

and strategies.  

In recent years, the fund industry has expanded and become more complex. The 

investment philosophy is the core of the strategies behind the decisions made in the fund. 

To attempt to distinguish factors that are related to successful result it is relevant to 

reviewing the management styles and organization behind the investment process of the 

fund companies. This can determine what factor that affect the end result for the mutual 

fund’s performance. 

The methodology for this thesis is of a deductive approach and mainly performed with 

qualitative data. The study includes the result of in-depth studies with six fund companies 

and their Sweden funds. The in-depth studies included interviews with fund managers 

regarding the organizational profile and their fund management. To extend the 

investigation a quantitative study has been made on 18 Sweden funds. The quantitative data 

is gathered from Morningstar and was inserted and analyzed with Gretl, which is a free 

statistical software.  

The result of this thesis shows that the differences regarding performance and fund 

management is small. However, through a statistical test of 18 Sweden funds, the authors 

concluded there are differences between the two types concerning the accumulated return 

and Jensen’s alpha. Small independent fund companies’ Sweden fund showed better result. 

Moreover, regarding the fund management, it is possible to see a trend that the small 

independent fund companies’ Sweden funds are actively managed in a higher degree than 

the banks. This is due to the result that the turnover ratio and tracking error showing 

higher figures for the small independent companies’ Sweden funds. Further, concerning the 

organizational structure, there are some obvious differences. The banks’ fund companies 

have longer experience within the branch and have a larger variety of funds. Moreover, 

they consist of larger teams and department within the organization.  
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1 Introduction  

This chapter describes the background to the Swedish mutual fund industry and its development. An 

introduction about active management and the efficient market is given. Moreover, the problem discussion, 

the purpose of the thesis and the delimitation that has been made is presented.   

1.1 Background  

The first mutual fund was introduced 1958 in Sweden. The inspiration came from the USA 

of this new way of investing money. The development of the mutual fund industry 

influenced other actors to adapt this investment product. Since then the industry has 

developed and expanded in a quick rate until present. Today, 98 % of the Swedish people 

between 18-74 years old invest money in mutual funds. Excluding the saving from the 

premie pension, the number is 74 %, which is an increase of 24 % since the 1990`s. 

(Fondbolagens förening, 2010a). 

The Swedish fund market consists of over 4000 mutual funds and the net fund assets are 

estimated to 1.200 billion. Further, Sweden is one of the countries where fund investments 

are most common (Fondbolagens förening, 2010a). According to a research by 

Fondbolagens Förening, Swedish people find that mutual fund is the most lucrative way to 

invest money. The main reason to invest money in mutual funds is to generate an 

economic guarantee for the future, essentially for the pension (Fondbolagens Förening, 

2006).  

Despite the market has been more complex, two common types of fund companies are 

fund companies owned by the major Swedish banks and small and medium sized 

independent fund companies. One frequently used strategy for the funds is the active 

management. The purpose with active management is to beat a relevant benchmark. The 

opposite strategy is called a passive strategy. A passive managed portfolio is designed to 

exactly replicate a selected index. Hence, it strives to go in line with the market.  

During the 21th-century, competition has increased on the fund market. The establishment 

of foreign fund companies has changed the market situation, which has decreased the 

Swedish major banks leading position. In 2008, the Swedish four main banks hold 67 % of 

the Swedish fund capital, a decline with 18 % since 1999 (Fondbolagens förening, 2010a). 

The emergence of independent distributors and Internet-brokers has simplified the process 

for investors to trade different funds and not only funds related to a bank. As a result, 

other participants on the Swedish fund market, such as small and medium sized fund 

companies, have increased in numbers and strengthen their positions (Rouzbehani, 2011).  

In past years the banks has received criticism for “index creeping” and not being able to 

beat the index. However, nowadays the Swedish major banks challenge the small and 
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medium sized fund companies and their professional fund managers. The major banks 

have established their own flexible Swedish funds. It gives the banks’ fund managers 

possibilities to take lager positions in individual stocks (Strandberg, 2007).  

The mutual fund industry’s expansive growth has increased the attention of fund 

management and fund managers. A fund manager’s main task is to invest in the stocks that 

generate the highest return in relation to risk. For years, comparisons have been made 

between different fund’s returns. However, it is not easy to fairly and sincerely judge the 

fund manager’s performance and strategies (Vinell, Fischerström, Nilsson, 2005). Is it 

possible for a fund manager to compose a strategy that will beat the market more than 

temporally? Since the market consists of many active companies and individual investors, 

successful strategies will rapidly be copied and wiped out (Vinell et al, 2005). The efficient 

market is a discussed subject, whether the market is efficient or not. Fama (1965) stated in 

his research the assumption that all securities’ prices at any time reflect all available 

information. Hence, Fama argues it is impossible to beat the market. Although there are 

fund managers that still adapt the active management. 

1.2 Problem discussion   

The fund market is a complex and versatile industry with numerous actors. In Sweden, the 

large amounts of supply of mutual funds have increased the choices for customers and it 

resemble more as a jungle (Steiner, 2007). A consequence of this matter is the difficulties 

with the assessment of the funds where many different forms and strategies persist. 

Therefore, it is important to attempt to evaluate the companies and their performance in 

order to make investment decision. 

The investment philosophy is the core of the strategies behind the decisions made in the 

fund. These philosophies shape the direction of the fund within their specific category. To 

attempt to distinguish factors that are related to successful result it is relevant to reviewing 

the management styles and organization behind the investment process of the fund 

companies. Further, to in depth understand the context behind the return and risk of the 

funds, the underlying reasons require to be reviewed. This can determine what factor that 

affect the end result for the mutual funds performance. Moreover, several funds state that 

they use active management, which is another perspective to investigate. 

1.3 Purpose  

The purpose of the thesis is to investigate if there are differences between large fund 

companies and small independent fund companies and their Sweden funds, through 

analyzing the development of the funds’ performance and reviewing their organization and 

strategies. Both qualitative and quantitative methods has been applied in the thesis.  
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1.4 Research questions 

 Is there any difference regarding the performance between small independent fund 

companies and the large fund companies concerning their Sweden funds? 

 How much does the management strategies differ from small independent fund 

companies in comparison to the banks’ fund companies regarding their Sweden 

funds?  

 In what extent does the organization differ between the two categories? 

1.5 Hypotheses 

The following hypotheses serve as an expansion of the research questions and attempts to 
distinguish difference between small independent fund companies and large fund 
companies regarding their Sweden funds. The hypotheses are formulated below:  

H1 – There is a difference in the accumulated return.  

H2 – The management fee differ.  

H3 – The number of shares varies depending on the type of company and fund.  

H4 – The total rating is different.  

H5 – The alpha value vary depending on the type.  

H6 – The Sharpe ratio differ. 

1.6 Delimitation  

The thesis is narrowed into a few participants within the mutual fund market. It is solely 

the Sweden funds that are represented and only Nordic fund companies will be taken into 

consideration. There will be only one fund from each company included in the 

investigation. The data for the time frame is from 2000-2010.  

1.7 Outline  

The thesis is divided into seven chapters.  

The first chapter, Introduction, describes the development of the fund industry and its 

expansive growth. A problem discussion explains in which context the subject is relevant 

and also presents a couple of questions that the thesis aims to answer. Moreover, the 

purpose of the study and its delimitations is presented.  

In chapter two, the Framework is presented. Rules and regulations that apply to the fund 

industry are described and different types of funds and fund companies are presented. In 

addition, concepts associated with the fund market such as fund fees, index and rating are 

explained.  
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Chapter three contains the Theoretical Foundation. Central theories that are used in the thesis 

are described in this part of the paper. Each theory is described in detailed. The efficient 

market hypothesis and active management are of special interest. 

The Method is presented in chapter four. Information about different types of methods 

when writing a thesis is explained as well as the underlying reason for the selected method. 

Moreover, a description of how data has been collected is described and which sources that 

has been used. In addition, critique of method and sources are mentioned.   

Chapter five presents the Empirical Result of the mutual funds that have been studied. The 

chapter includes the results from in-depth studies from six fund companies. To extend the 

investigation a quantitative study has been made on 18 Sweden funds. 

In chapter six the Analysis is presented. It compares the empirical findings with relevant 

theories that earlier have been presented. The analysis is divided into two separate parts. 

One contains interpretations regarding mainly the interviews. The second one focus on 

quantitative data based upon the larger sample in the thesis 

The Conclusion is presented in chapter seven. This chapter will answer the research question 

as well as the purpose of the thesis. 

The last chapter, chapter eight consists of Discussion regarding different topics and issues 

that were raised during the development of the thesis. The chapter includes 

recommendations from the authors about further studies within the subject. In addition, 

the chapter presents strengths and weaknesses of the study.  
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2 Framework of reference  

This chapter describes the current laws and regulations on the Swedish fund market. It is followed by a 

review of different types of mutual funds and information about fund fees, index and rating. Moreover, a 

brief description of the independent website Morningstar.se is presented.  

2.1 Laws and Regulations 

The Swedish investment fund legislations are primary based upon the European Union´s 

UCITS directive. UCITS stands for Undertakings for Collective Investment in Transferable 

Securities. Sweden has implemented the UCIT’s directive through the Swedish Investment 

Funds Act (2004:46). This act also contains national legislations only valid to Swedish 

investment funds and fund management companies (Fondbolagens Förening, 2011b). 

Moreover, the fund market in Sweden is supervised by The Swedish Financial Supervisory 

Authority and The Swedish Investment Fund Association provides guidelines in different 

areas, regarding operating a fund. According to the Swedish Investment Funds Act 

(2004:46), The Swedish Financial Supervisory Authority has the authority to give 

permission to operate a fund and is responsible of the fund’s regulations. It is compulsory 

for each investment fund to have a factsheet, including the mutual fund`s risk profile, and 

an information brochure (Fondbolagens Förening, 2004). 

The purpose of the implementation of EU’s UCITS IV directive into Swedish law in 2010 

is with the new fund legislation is to increase the competitiveness and simultaneously 

retaining high levels of consumer protection (Fondbolagens Förening, 2011d). 

2.2 Mutual Funds 

A mutual fund is a portfolio with assets owned by many different investors. A portfolio can 

contain different types of securities such as stocks, bonds and options. Mutual funds are 

managed by mutual fund companies and their fund managers (Fondspara, 2011a). A 

distinct aspect of investing in mutual fund is the risk diversification and the simplicity.  A 

mutual fund is not a juridical person but a tax subject (Nilsson, 2007). 

A mutual fund company is a juridical person usually owned by a bank or an insurance 

company. On behalf of the shareholders, the fund company is responsible for the fund 

management and administration and is remunerated through the management fees. The 

management fee differs a lot between mutual funds. There exist a relationship between 

investment policy and fees. Usually, equity funds and active managed funds have a higher 

fee than interest rate funds and index funds (Nilsson, 2007). 

Mutual equity funds, interest rate funds and balanced funds are the most common types of 

mutual funds. However, there exist also many other types of mutual fund with different 

risk levels. In the Figure 2-1, mutual funds have been ranked depending on their risk level. 

The risk level increase when the specialization becomes more significant (Fondspara, 

2011b). 
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Figure 2-1 Risk Scale          (Fondspara, 2011b, translated from Swedish) 

2.2.1 Mutual equity funds 

Equity funds invest at least 85 % of its assets in shares or other securities related to shares. 

They are the most traded funds in Sweden. More than half of the Swedish fund investors 

hold some kind of equity funds.  Due to the risk, it is recommended to hold an equity fund 

at least 5 years (Fondbolagens Förening, 2011d).  

An equity fund can be classified into different categories based on the risk level and the 

investment objective. For instance, the classification is based on geographical aspects, such 

as Sweden funds, region funds and global funds. Funds that focus on different branches 

are usually more risky than others, e.g. information-technology companies and real estate 

firms. The “emerging market fund” is the equity fund that is most popular in Sweden. 

About 30 % of all Swedish fund investors hold emerging market funds (Nilsson, 2007). 

2.2.2 Interest rate funds 

Interest rate funds invest only in interest bearing securities. An interest rate fund gives in 

general slightly higher return than the return from a bank account (Andersson, 2010).  

There are two different types of interest rate funds, liquidity funds and bond funds. 

Liquidity funds have a maturity of maximum one year. They usually generate low but stable 

return and are a good alternative to people who wants to avoid high risk. Bond funds have 

a maturity of at least one year. Since the risk is higher than for liquidity funds, it is 

recommended to keep them for at least three years (Fondbolagens förening, 2011d). 

2.2.3  Balanced funds 

A balanced fund invests both in interest bearing securities and shares. The distribution 

between interest bearing securities and shares might vary between different balanced funds 

and can also change over time. Generation funds are a common type of balanced fund. 

The purpose with generation funds is to increase the amount of interest bearing fund as the 

pension comes closer (Nilsson, 2007).  
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2.2.4 Hedge funds 

A hedge fund is an investment fund that attempts to give a positive return independent of 

the market situation. In contrast to traditional funds, the goal is not to beat a certain index. 

To achieve an absolute return, the risk level is high and the possibilities to invest in 

different types of stocks are more permissive. “Short sale” is often connected with hedge 

funds. The hedge fund borrows stocks that is overestimated and will thereafter sell the 

overestimated stocks at the market. When the price has declined, the hedge fund 

repurchases the stocks that consequently will generate a profit (Nilsson 2007). 

2.3 Fund fees 

The fund fees can vary from different fund types and fund companies. It is a payment that 

the fund company obtains from managing the fund. The fee is calculated as an annual 

percentage of the fund’s value and it is often charged to the fund daily. The fees are 

deductive from the share price of the fund. Moreover, the fee covers the fund expenses for 

management, business analysis, information and administration (Fondspara, 2011c). 

Furthermore, the Total Expense Ratio (TER) is an international recognized measure of the 

cost associated with the fund. It is the sum of all expense of the fund on a yearly basis, it 

consist of management fees, trading fees, legal fees, and other operational fees. TER is 

calculated by taking the sum of the total costs divided by the average fund’s asset 

(Fondbolagens förening, 2008). 

2.4 Index  

Index is used to measure changes in a group of shares. In Sweden, the most frequently 

used index is Stockholm Stock exchange, OMXS-index. OMXS30-index is an index of the 

largest shares on the Stockholm Stock Exchange. Calculation of index is done by 

multiplying stock prices by the number of shares of all listed companies to get the total 

market capitalization. OMXS-index is calculated according to the companies’ market 

capitalization. Hence, a company with higher market capitalization has more weight in 

index. As mentioned, index is used to measure changes on the market. An investor should 

be able to compare an individual stock, a mutual fund or a stock portfolio’s development. 

There are also branch indexes, where only a particular branch is represented (Wilke, 2011). 

Moreover, Six Portfolio Return Index, SIXPRX, is another stock market index. SIXPRX 

reflects the average development of the companies at Stockholm Stock Exchange. The 

index takes into account the divided rewarded and is reinvested in the index. The index is 

developed by Six-Telekurs, a leading provider of financial information in Europe (Six-

Telekurs, 2011). 

2.5 Rating 

There are different ways to investigate whether a fund has been performing well or not. 

Rating is an approach for evaluating the performance of fund. The rating procedure is 

carried out by a number of companies which rate funds continuously. These companies 
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have their own model for determine the rating of the fund. The rating system scores the 

fund on certain criteria depending on the rating company, however the main focus is on 

the historical return and the risk. In addition, conditions for future development of the 

fund can also be incorporated in the process of rating (Fondspara, 2011d). 

Morningstar, Inc. is one of the major independent investment information providers. The 

company was established in 1984 to offer investors information about mutual funds, by 

using rating. The system is based on quantitative assessment for a fund’s historical 

performance in both terms of risk and return. The rating consists of star rating called 

Morningstar Rating ™ and is using a scale from one to five to evaluate a fund’s 

performance. The company is currently operating in 26 countries and is a provider of data 

for about 370,000 investment offerings (Morningstar, 2011a). 

The rating is intended to give the investor information to evaluate and identify the fund. 

Moreover, it should also permit investors to distinguish funds. The funds are divided into 

categorizes depended on the investment direction of the fund. Further, the funds are 

category-based rating where the investors can track a specific type of fund in a specific area 

in the market. The method for the rating is based on a risk-adjusted return measure. The 

time frame for the rating is divided into three periods, a three, five and ten year period. If 

the funds doesn’t change category and remain in the same, the funds rating periods will be 

weighted into an overall rating (Morningstar, 2011b).  
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3 Theoretical foundation 

This chapter describes the central theories; Modern Portfolio Theory, Capital Asset Pricing Model and 

Efficient Market Theory. Moreover, active and passive management is described followed by an introduction 

of fundamental and technical analysis.  

3.1 The Modern Portfolio Theory 

The Modern Portfolio Theory was developed by Harry Markowitz, a famous economist 

born in Chicago, IL in 1927. In 1990, he won the Nobel Prize in economic sciences. His 

article “Portfolio Selection” was published in The Journal of Finance in 1952. In this article 

the Modern Portfolio Theory has its origin. The Modern Portfolio Theory describes how a 

rational investor can maximize the return of his portfolio through diversification, in other 

words how to maximize a portfolio´s expected return for a given amount of risk (Nobel 

prize, 2011). The theory originates from observations that investor did not posses only one 

investment but instead formed a portfolio made of a number of individual investment. This 

lead to a mathematical framework that permitted the portfolio manager to mix different 

individual investment and gave the manager insight regarding the risk and return that can 

be expected from combination (Shipway, 2009). 

 

A common financial phrase is “do not putting all your eggs in one basket”.  In more 

technical terms, this wisdom is summarizing the benefits of diversification. Modern 

portfolio theory quantified the idea behind diversification by introducing the statistical 

concept covariance. Covariance can be explained as putting all your money in investments 

that all may go broke simultaneously, i.e. the investments return is highly correlated. This is 

not a successful strategy independent how small the chance is that any single investment 

will go broke. The reason behind this is that the other investments also are going to broke 

due to its high correlation (Fabozzi, Gupta and Markowitz, 2002). Markowitz indicates that 

it is important to imply the right kind of diversification for the right reason. It is more likely 

that companies within the same industry perform inadequately at the same time. Hence, it 

is better to invest in securities in dissimilar industries. Moreover, he claims that it is not 

enough to invest in many securities to make the standard deviation small. It is of high 

importance to avoid investing in securities with high covariance of themselves (Markowitz, 

1952).  

 

Diversification of securities is not the single part of the Modern Portfolio Theory. The 

basic principle of constructing a portfolio is how to combine stocks into a portfolio 

(Shipway, 2009). Asset allocation is widely used and highly connected to the Modern 

portfolio theory.  Since decisions regarding asset allocation is so important, asset manager 

performing an asset allocation analysis using a set of asset classes. They start by choosing a 

set of asset classes such as domestic large cap or small cap stocks. Next step is to estimate 

returns, volatilities and correlations by studying historical performance of the indexes 

representing theses asset classes. These estimates are then used as inputs in the mean-

variance optimization which results in an efficient frontier. Figure 3-1 illustrates, how the 
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expected return and standard deviation change as one hold different combinations of 

stocks. To optimize a portfolio, calculation of the risk and return characteristics of many 

combinations of different investment is performed, in order to find the combination that 

offer the best return given the risk level. Finally, the asset manager will pick an optimal 

portfolio and implement it either as a index or actively managed fund (Fabozzi et al, 2002).  

 

According to Markowitz, a portfolio is efficient if it has the best possible expected level of 

return regarding its level of risk. Hence, to construct an efficient portfolio one should 

combine a portfolio along the efficient frontier line. These portfolios are clearly better than 

any other portfolio combination since they give the highest expected return in relation to 

risk (Brealey, Myers & Allen, 2006). The theory states that by given estimates of the 

returns, volatilities and correlations of a set of investments, it is achievable to perform a 

optimization that result in the mean-variance efficient frontier. The frontier is efficient 

because underlying every point on this frontier, is a portfolio with the greatest possible 

expected return for that level of risk ( Fabozzi et al, 2002).  

 

 

Figure 3-1 Efficient Frontier                       (Edinformatics, 2011)  

3.2 The Efficient Market Theory 

In 1965, Fama presented The Efficient Market Theory in his paper “Random Walks in 

Stock market prices”. Fama defines efficient market as a market where rational investors 

are competing with each other and try to predict future market values of securities. All 

relevant information is available to all participants and will be reflected in the stock price. 

Consequently, the stock price is always trustworthy (Fama, 1965). In a perfectly efficient 

market, all relevant new information about a stock will immediately be reflected in the 

stock price. Hence, it is impossible for an investor to get a higher return than normal by 

searching for more information (Nilsson et al, 2002). Moreover, investors should always 

expect to receive a fair value for securities they trade. Therefore, in an efficient capital 

market it is impossible to “fool” investors (Ross, Westerfield, Jaffe & Jordan, 2008). If the 

capital market is efficient it would not exists any mispriced stocks as a result that all 

relevant information is reflected in the stock price (Nilsson et al, 2002). 

http://en.wikipedia.org/wiki/File:Markowitz_frontier.jpg
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There exist some market conditions that are connected to with efficiency. First, there are 

no transaction costs in trading securities. Second, all information is available to all investors 

on the market. Finally, all agree on the current prices and distributions of future prices of 

each security. Hence, in such a market, the current price of a security reflects all available 

information. Yet, these conditions are advantageous for market efficiency, but not 

necessary. As long as an investor take account of all available information, large transaction 

cost will not in themselves imply that prices will not fully reflect available information. 

Moreover, the market may be efficient as long as sufficient numbers of investors have 

access to available information. Further, if there is a disagreement among investors about 

the implications of given information, the market is not inefficient unless some investors 

consistently make better evaluations of available information (Fama, 1970).  

According to Sheleifer (2002), there exist three conditions that cause market efficiency: 

 Investors are assumed to be rational. 

 In situations where investors are irrational, their trades are random and therefore 

cancel out each other without affecting prices.  

 If investors are irrational in similar ways, the market would still be efficient since 

they are met in the market by rational arbitrageurs who eliminate their influences 

on prices. 

Three different forms of efficiency can be distinguished; a weak form, a semi strong form 

and a strong form. In the weak form the prices reflect the information contained in the 

record of past prices. Hence, it is impossible to earn returns by studying past year’s returns 

since price changes are random. Stock prices reflect all price and trading volume activity. 

The semi strong form requires that the stock prices reflect all published information, not 

only past prices. This means that all information in newspapers, annual reports and 

information about new issue of a stock are reflected in the stock price (Brealey et al, 2006). 

No investors can earn excess return on the basis of public available information. If new 

and unpredictable earnings information is released, the stock price will quickly readjust and 

the investor will only earn a normal rate of return on the investment (Hirschey & 

Nofsinger, 2010). The third level of efficiency, the strong form, states that the stock prices 

reflect all information that can be acquired through detailed analysis of the company and 

the economy as a whole (Brealey et al, 2006). According to Fama (1970), the strong form 

of efficient market model states that all available information is fully reflected in prices and 

no individual has higher expected trading profits than others. No investors have 

monopolistic access to some information. The current price of a stock reflects all public 

information and nonpublic information. However, the strong form of efficiency is not an 

exact description of reality (Fama, 1970). If none of these forms of the Efficient Market 

Hypothesis can be supported, then the market must be considered as inefficient (Hirschey 

& Nofsinger, 2010). 
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3.3 Diversification  

A portfolio consists of individual securities and the risk depends on the proportion of the 

individual security, their variance and the combined covariance with others securities. Each 

security has their own attributes and some are riskier than others. In order to diversify, 

more securities need to be introduced into the portfolio to achieve a reduction of the risk. 

The diversification effect will diminish rapidly while the number of securities increases.  

Diversification is useful since the prices of the individual securities tend not to move 

exactly together; hence they are not perfectly correlated. By having more securities the 

weighted average or the unsystematic risk will make it close to zero in the portfolio  

(Damodaran, 2002). 

3.4 Earlier studies  

Since the 90´s, when the engagement of mutual funds increased, several research studies 

have been performed. Between 1992 and 1997, a Swedish study by Dahlquist, Engström 

and Söderlind (2000) examined the relationship between performance and fund attributes 

of Swedish mutual funds.  

Their study has two main motives. First, by looking at different markets, the authors 

provide the existing literature with out-of-sample evidence. Second, since the Swedish data 

are comprehensive, the authors have the possibility to analyze interesting hypothesis and to 

avoid a number of pitfalls. For instance, they have a rich dataset of attributes such as fund 

size, various fees and measures of trading activity. 

When conducting the study, Dahlquist et al. estimate the performance by  using Jensen’s 

alpha. The estimated performance is then used in a cross-sectional study of the relation 

between performance and fund attributes, such as past performance, inflows, outflows, size 

and turnover.  

The result showed that small equity funds performed better than funds with a larger 

amount of capital while the opposite holds for bond funds. Hence, the trading strategy of 

buying large funds and selling small funds generates a significant underperformance. A 

possible explanation can be that larger mutual funds have too much capital in relation to 

the equity market and consequently have problems to adopt aggressive trading strategies. 

In contrast, the bond funds are fairly small players on the bond market.  

A study by Chen, Hong, Huang and Kubik (2004), is another investigation that indicates 

there exist a relationship fund size and mutual fund performance. In their study they data is 

from 1962 to 1999 and in the investigating they have used a cross-sectional variation to see 

weather performance depends on the fund size. Consistent with their hypotheses, they find 

out that the fund size matter much more for the return among  “small cap” funds than 

other funds. Indeed, for other types of funds the size does not significantly affect the 

performance.  
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Studies have also been done regarding how the management  fee affect the fund’s 

performance. Dahlquist et al (2000) find out that  mutual funds with low administrative 

fees perform better than funds with higher fees. Funds whose trading activity is high also 

show good performance as well as funds with good past performance. A research done by 

Harris (1997) is another study that indicates the positive relationship between low 

administration fees and high return. 

According to an article published by Affärsvärlden (2000), an investor gets a higher return by 

choosing a fund with the right size. Yet, what is the right size varies depending on the fund 

company and the fund type. Affärsvärlden has a database containing all Swedish funds 

capital development during the 90’s. Based on these figures, four conclusions can be 

drawn: 

1. Small funds’ return have a higher fluctuation. It is possible to see an indication that small 

funds, with a fund capital that is lower than 100 million crowns, either  succeed 

very well or fail completely. Large funds, with a fund capital that exceed 1 billion, 

develops on the other hand, almost always as index. The reason behind this is the 

fact that the management fee is charges as percentage of the fund capital. Hence, 

small funds is not profitable unless the fund manger makes the fund grow. 

Therefore, it is worthwhile to take a chance because there is much to gain and little 

to lose for a small fund.  

2. When small sized funds became large, the success terminates. When funds gets older and 

became larger they lose sparkle. The reason is that all good stock trading is of 

limited size.  

3. A rapid change in size is a extra strong warning sign. A rapid change is often a 

consequence of that the seller, a bank or an insurance company, wanted to take 

advantage of the good historical return.  

4. Investing in small funds hold by a large fund company. In situations where a fund manager 

mange both a small fund and several large funds with the same orientation, this is 

of particular importance. Hence, the experience shows that almost always the small 

fund achieve a better performance. 

 

In addition, earlier studies within the subject have focused on the fund managers and their 

performance. Chevalier and Ellison (1999) examined if mutual fund’s performance is 

related to the characteristics of the fund managers such as their ability, knowledge and 

effort. Indeed, the purpose with the study was to investigate if the fund management is 

affected of the fund manager’s age, the average composite SAT score at the manager’s 

undergraduate institution, and whether the manager has an MBA. The result of the study 

concluded that people who attended more selective undergraduate institutions are more 

successful as fund managers than those who attended less selective undergraduate 

institutions. Furthermore, the study shows that younger fund managers perform better 

results than the older fund managers. According to the researcher, the reason behind this is 

that younger managers may work harder because they have longer career ahead of them 

and the risk to be fired for an insufficient performance is higher. Alternatively, another 
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explanation can be that the older fund managers are less educated and perform not as good 

as the younger managers (Chevalier & Ellison, 1999).  

3.5 Managing stock portfolios 

Fund management refers to select which assets that is most likely to be profitable to trade 

at the right time.  The fund manager is often responsible for this task (Vinell et al, 2005). 

Funds or stock portfolios can be managed in different ways. The two most common is 

passive management and active management. About 10 years ago, these two management 

styles were easy to distinguish. The purpose with passive management was to create a 

portfolio that follows market index. Active management is the opposite of passive 

management. Today, the line between passive and active management is not that strict. 

However, one method to distinguish passive and active management is based on whether 

the action is predicted on forecast data (Elton, Gurber, Brown & Goetzmann, 2011). 

3.5.1 Passive Management 

In recent years, passive managed funds have grown quickly. A passive managed portfolio is 

designed to exactly replicate a well-defined index of common stock, such as Standard & 

Poor 500 (S&P 500). A passive manager buys each stock in the portfolio in exactly the 

same proportion it represents of the index. During the past five years the S&P 500 

outperformed more than 75 % of active managers, which can be seen as an indicator 

passive management is a successful method. 

Several decisions are needed to be taking into consideration when constructing an index 

fund. Often these decisions involve tracking error, a measure of how closely a portfolio 

follows the index. There exist three commonly used ways how to construct an index funds: 

 Hold each stock in the portfolio in the same proportion it represents of the index.  

 Choose a maximum number of stocks that best tracks the index in the past. 

 Choose a smaller amount of stocks that matches the index and are invested in a 

predetermine set of characteristics. Sector, industry, quality and size of 

capitalization are common characteristics that are used.  

It is not uncommon that a combination of these different approaches is used when 

designing an index portfolio. Since index funds have management fees and transaction 

costs, it is reasonable to argue that index funds underperform the index on average. 

However, two factors indicate this is not the case. First, S&P index does not include small 

stock dividends when the index’s return is calculated. Hence, there exists an undervaluation 

of the actual return. Second, if a firm offers to buy a stock above the market price an index 

fund will always accept it. Thus, the index fund obtains a higher return and will outperform 

the index they try to match. It has never appeared that an index fund has a performance 

that exactly matches the index. Beta of an index fund is usually slightly below one (Elton et 

al, 2011). 
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3.5.2 Active Management 

Active management is based on forecast about the future. It is common that a benchmark 

is used when the fund manager applying the active management strategy. The purpose with 

active management is to beat the relevant benchmark (Vinell et al, 2005). 

To construct an active portfolio, the manager first has to take the decision which passive 

portfolio that is most consisted with the investor’s objective. Any deviations from the 

passive portfolio represent a bet based on a forecast. Active management styles can be 

divided into three categories; market timers, security selectors and sector selectors (Elton et 

al, 2011). 

Market timers are eager to buy and sell stocks in the right time to create a higher return 

than benchmark (Vinell et al, 2005). The security selection style builds upon searching for 

undervalued securities and forming theses securities into optimum portfolios. The active 

managers strive to increase the weight of undervalued securities in the portfolio and 

decrease the overvalued. The third style, sector selector, has similarities with security 

selector but in this case a sector or an industry is in focus. Stocks can be divided into four 

categories: 

 Broad industrial classification. 

 Major product classification. 

 Perceived characteristics (growth, cyclical, stable). 

 Sensitivity to basic economic phenomena. 

An active manager chooses one of these four categories to focus on. The choice depends 

on which sector he thinks is permanently undervalued. Moreover, the choice depends on if 

a manger is more able to select undervalued stock in one of these sectors than in any other 

(Elton, et al, 2011). 

Investors that consider that the market is efficient, active management are not an 

achievable method. A fund company that provides their mangers with the task to search 

for undervalued stocks probably believes in some extent that the market is inefficient and 

strives to exploit it (Vinell et al, 2005). 

3.5.3 Fundamental Analysis and Technical Analysis 

There exist two methods when identifying if a stock is correctly priced, fundamental 

analysis and technical analysis. They are both used of fund managers to evaluate if a stock 

is mispriced or not. 

A fundamental analysis determines the value of a stock, based on information about the 

company and its environment. The analysis can be divided into the following four criteria: 

 Strategic analysis identifies the factors that affect the company´s profit. In addition, 

the strategic analysis aims to identify risks that are associated with the company. In 

general, strategic analysis is qualitative in nature.  It includes an analysis of the 

branch the company operates in as well as competitive strategies. 



 

 16 

 Accounting analysis estimate to what degree the company´s annual reports reflects the 

reality. 

 Financial analysis evaluate the company’s historical development and to predict its 

future performance.  

 Valuation of the company is the last criteria. Several methods can be used to value 

the company. One method is to perform a valuation of existing assets and debts. 

Another alternative is to forecast dividend and cash flow and calculate the present 

value. P/E-ratio is commonly used to value a stock. To get a picture if the stock is 

correctly priced it is useful to evaluate the result with comparable stocks (Nilsson et 

al, 2002). 

Fundamental Analysis is not recommended in short-term trading. However, if new 

information arises the method can be useful (Nilsson & Torsell, 2008). 

Regarding the technical analysis, it is used to determine the future stock price through its 

historical development. Generally, the stock price development is used to evaluate if the 

stock is undervalued or overvalued. The purpose with a technical analysis is to give an idea, 

a probability, in which direction a stock will fluctuate Technical analysts argue that changes 

in the short-run regarding supply and demand are the underlying reason for price changes. 

Consequently, the technical analysts try to understand measure and predict the forces of 

supply and demand using chart and graphs. According to the technical analysis method all 

relevant information is contained in past share price and trading volume information 

(Nilsson et al, 2002). 

The Efficient Market Hypothesis (EMH) states that the current market price is the best 

available estimate of the intrinsic value of a company. Hence, if the market is perfectly 

efficient, trading rules based on historical prices and volume information are inadequate. 

However, in the past decades research has shown that limitation of EMH, thus 

emboldening dedicated technicians (Hirschey & Nofsinger, 2010). 

3.6 The CAPM 

The Capital Asset Pricing Model (CAPM) investigates which part of the total risk that is 

unable to be diversified and therefore require a risk premium (Sharpe, 1964).  The model 

describes the relationship between risk and expected return and is useful when pricing 

securities (Fama & French, 2004). The theoretical model describes how financial assets are 

priced in equilibrium (Nilsson, Isaksson & Martikainen, 2002). In the 60's the theory was 

introduced by Treynor, Sharpe and Lintner and resulting in a Noble Prize for Sharpe in 

1990. The theory builds on the Modern Portfolio Theory developed by Markowitz (Fama 

& French, 2004). Today, the model is widely used in investment application, such as asset 

pricing, risk evaluation and performance assessment of managed portfolios (Hirschey & 

Nofsinger, 2010). 

The CAPM builds upon four assumptions: 

1. Investors seek mean-variance efficient portfolios. Thus, it assumes that investors 

seek low volatility and high return on average. 



 

 17 

2. Neither taxes nor transaction costs are assumed to exist and other illiquidity’s can 

be ignored. 

3. All investors have the same predictions regarding the expected returns, volatilities, 

and correlations of securities.  

4. The investors can borrow without restrictions and deposit money at a risk-free rate 

(Markowitz, 2005). 

When people invest money in securities they need to be compensated for the time vale of 

money and the risk. The risk-free rate (rf) is the compensation for the time value of money  

(Fama & French, 2004). It is usually assumed to be comparable with the interest on an 

interest-bearing government security, either a treasury bill or a treasury bond. However, the 

most theoretical accuracy is to use the yield on a zero coupon bond (Nilsson et al, 2002). 

The additional risk an investor needs to take is compensated by a risk premium  

(E(RM)–Rf) times the beta value (β) (Fama & French, 2004). The risk premium is the 

market portfolio return less the risk free rate. Hence, the risk premium is a return that 

exists as a compensation for the risk of investing. Investing in a stock with high risk will 

naturally generate a high-risk premium as a replacement if the return is less than expected 

or absent (Nilsson et al, 2002).  

The CAPM model (Brealey et al, 2006) is presented in eq. (3-1) 

E(R) = Rf + β (E(RM)-Rf) (3-1) 

 

E (r) = Expected Return 

β= Beta 

Rf = Risk free rate 

Rm = Market Portfolio Return     

All investors are committed to choose assets that generate the highest return in relation to 

the risk level. Consequently, the fundamental idea behind CAPM is that each security’s 

expected risk premium should increase in proportion to its beta. This relationship can be 

illustrated with the Security Market Line (SML) (Brealey et al, 2006). The Figure 3-2 

illustrates that the higher risk associated with an investment, the higher return an investor 

expect (Nilsson et al, 2002). The model can be used to measure a securities expected return 

in relation to the risk as well as compare the expected return with the actual one.  
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Figure 3-2 Security Market Line           (Hirschey & Nofsinger, 2010) 
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4 Method  

This chapter focuses on the choice of method and the collection of data concerning the study. The chapter will 

also give the reader a greater understanding of risk and risk measure. Furthermore, a presentation of the 

thesis’ validity and reliability is presented followed by criticism of the sources.  

4.1 Research approach   

There are two commonly used approaches within business administration research; 

deductive and inductive. The deductive research approach builds upon existing theoretical 

aspects within a chosen area. Based on these theories the researcher will generate 

hypotheses to accept or reject. To consider if the hypotheses will be accepted or rejected a 

collection of data will be implemented. The result from the collection of data will then be 

analyzed against the existing theories and result in a conclusion. The relationship between 

theory and research can also be observed from an inductive perspective. By using an 

inductive research, it will attempt to establish a theory as a result of a research project. 

Thus, the conclusions that are taken are based on observations (Bryman & Bell, 2003).  

In this thesis the deductive research approach has been used. Observations from Sweden 

funds will serve as the empirical result of the thesis. The aim is to merge relevant theories 

with the examination of the result in the analysis. A number of hypotheses will be 

formulated to provide direction in order to draw conclusions about differences regarding 

the fund management.  

4.2 Research method 

Qualitative and Quantitative researches are two different methods implemented when 

doing a research within business administration. Qualitative research is focused on 

analyzing the verbal methods of the context. The approach is a more in depth and detailed 

analysis of the material with a smaller area of research. It is useful when describing certain 

events and individuals (Denscombe, 2000). The method emphasizes an inductive approach 

and rejects scientific models and standards. Focus is on how individuals perceive and 

interpret their social reality. A common qualitative method is depth interviews (Bryman & 

Bell, 2003).The quantitative research has figures as a central part of the analysis and it is 

foremost using statistical research methods. A t-test is a statistical hypothesis test which 

investigates if the null hypothesis will be supported. It is a random variable calculated from 

the sample evidence.  It follows a well-known distribution and can be used to calculate the 

p-value (Aczel & Sounderpandian, 2009). Gretl is a free statistical software and is used for 

different statistical purposes, essentially for econometric analysis. Further, the quantitative 

method is associated with large material that is processed. It is a characterized of being a 

precise and reliable method (Denscombe, 2000). Quantitative method has a deductive 

research approach due to the emphasizing on testing of theories. Moreover, the method 

has an objective picture of the social reality (Bryman & Bell, 2003).  
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The research methods that are applied in this thesis are both the qualitative and the 

quantitative methods. Regarding the qualitative method it will be carried out in-depth 

interviews with fund managers from a small sample. Theses interviews will attempt to 

investigate the difference in fund management. Moreover, in order to extend the 

investigation, data will be obtain from several sources, e.g. Morningstar, annual reports and 

relevant electronic sources. A large sample will be presented in a quantitative manner and 

also testing hypotheses. T-tests will be used for testing means and it is calculated through 

Gretl. This will serve as a complement to the qualitative method.  

4.3 Risk 

4.3.1 What is risk? 

Risk is often connected to the probability that in life’s games of chance, we will not receive 

the outcome we desire. Thus, the term risk is almost entirely connected with something 

negative. Moreover, in the financial world the definition of risk differ from the general 

approach. The definition of risk is both different and broader. The likelihood to receive a 

return on an investment that is different from the expected goes hand in hand with the 

general definition. However, the outcome can be both positive and negative, i.e. returns 

may be higher than expected or return may be lower than expected. Risk is a mix of danger 

and opportunity. It is a tradeoff that every investor has to make (Damodaran, 2002). 

Moreover, there are two different types of risk, unique risk and market risk. The unique 

risk is associated with the potential outcome of elimination through diversification. This 

type is related to specific company risk or industry risk that a portfolio can avoid. It is an 

unsystematic risk and it affects one or few investments (Brealey et al, 2006). 

The market risk or the systematic risk is a type that can’t be diversified. Regardless how 

much diversification is attempted, there still exist a risk for the overall economy that 

threaten corporations. Therefore, the consequence is that many investments are affected 

due to the market risk (Brealey, 2006). 

4.4 Risk measurement  

4.4.1 Standard Deviation 

The difference between the actual return and the expected return is measured by the 

standard deviation. The difficulty to predict future stock prices increase if the standard 

deviation is large. A large spread in the outcome increases the risk that the stock price will 

fall but simultaneously increase the possibility of a good return. Therefore, a stock with a 

large spread has a high volatility (Vinell, 2005). 

The standard deviation (Hirschey & Nofsinger, 2010) is calculated in eq. (4-1) 

  

 

(4-1)   
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4.4.2 Sharpe Ratio 

 The Sharpe ratio is a measure of risk-adjusted performance of portfolios, also known as 

reward-to-variability. The method measure the excess return per unit of the risk in the 

portfolio. The Sharpe ratio measures the total risk, which contains the systematic risk and 

the unsystematic risk. Further, it evaluates how well the return pays off for the risk taken in 

the investment. A high value indicates a better performance (Hirschey & Nofsinger, 2010).  

The Sharpe ratio (Hirschey & Nofsinger, 2010) is presented in eq. (4-2) 

             

       (4-2) 

4.4.3 Jensen’s alpha 

Jensen’s Alpha is a risk-adjusted measurement of the portfolio performance and it 

estimates the ability of the manager to contribute to the fund’s return. Jensen’s Alpha is 

based on the CAPM and depends on two assumptions. First, that the market risk is only 

measured by the beta value. Second, that there exist a linear relationship between the fund 

and the index. Further, the model measure the difference of the actual return and the 

expected return given the level of risk. By having a positive alpha it indicates that the fund 

performs better than the beta value suggest. Hence a negative alpha shows that the fund is 

underperforming in contrast to the funds beta (Hirschey & Nofsinger, 2010). 

The alpha (Hirschey & Nofsinger, 2010) is calculated in eq. (4-3) 

(4-3)   

Where: 

 

E(Rp) = Expected total portfolio return 

RF = Risk free rate 

αp = Alpha 

βp = Beta of the portfolio 

RM = Expected market return   

4.4.4 Beta 

Beta (β) is used to measure the market risk. It is of importance for an investor to know the 

correlation of a security and the market movements. The market portfolio, which contains 

all stocks on the market, has a Beta value of 1.0. Thus, it reflects all shares total risk. If a 

stock has a Beta value that is higher than 1 it indicates that that stock fluctuates more than 

the market as a whole. If a stock with Beta 2 increase in value with 2 percent the market 

index increase with only 1 percent. However, if the market index decreases with 2 percent 

the stock will decrease in value with 4 percent. Stocks with a Beta value between 0 and 1 

move in the same direction as the market, but not in the same extent. Beta can also be 

negative. A stock with a negative beta moves in the opposite direction as the market index 

(Damodaran, 2002). 



 

 22 

The beta (Damodaran, 2002) is prestened in eq. (4-4)  

β = Cov (ri, rm)  
        Var (rm)    (4-4) 

ri = Rate of return of asset 

rm = Rate of return of market portfolio 

Cov = Covariance 

Var = Variance     

4.4.5 Tracking Error 

The tracking Error, also called active risk, is used to estimate the performance of a fund in 

comparison to an index. The risk is associated with the management of the fund, how 

much the portfolio deviates from the index. It measures the deviation of the actual return 

compared to the return of benchmark from different periods in percentage (Vinell et al, 

2005). 

4.5 Collection of Data 

4.5.1 Primary data and secondary data  

The sources of the data are divided into two types. The primary data is a source that is 

gathered from the authors directly and occurs during the work. The secondary data is based 

on previous sources, e.g. earlier studies (Bell, 2005). The thesis is concentrated to 

conducting interviews that will serve as the primary data. These interviews can be 

characteristic into three types of approaches; structured-, semi-structured and unstructured 

interviews. 

Structured interviews are associated with a high degree of control in terms of the questions 

and the responds, this type is similar to a questionnaire. The opposite is the unstructured 

interviews, where the subject is introduced and discussed freely under the interview. The 

interview allows to be developed during the session. Further, the third type, semi-structure, 

is a mix of both the methods. In this approach there is an already complete list with 

questions that is intended to be treated and should be answered. Although under the 

interview, it may occur new questions of relevance that will be included in the interview. 

Therefore, a high level of flexibility is carried out along with the development of the 

interview (Denscombe, 2000).  

As mentioned above, a number of interviews have been conducted. The interviews have 

been carried out with the responsible fund managers of the mutual funds from the 

respective company, where the semi-structured approach is used. Moreover, the interviews 

are realized through telephone sessions and e-mail correspondence. The reason is the time 

aspect and cost associated with direct interviews (Bryman & Bell, 2003). The secondary 

data is gathered from relevant litterateur and academic articles to complement the 

understanding. It also includes information from various databases, websites and other 

business articles.  
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4.6 Criteria for selection 

In the selection process, the authors have chosen to select the respondents through a 

subjective way. This is used in situation where it exist some knowledge before within the 

area of research. Selecting respondents subjectively increases the probability of obtaining 

the most valuable data in research (Denscombe, 2000). 

The mutual fund companies have been selected by a certain criteria. Firstly, the companies 

must have their residence within the Nordic countries and the company needs to have a 

Sweden fund “Sverigefond”. The Sweden fund will be the subject for the investigation and 

only one fund each from every company is for consideration in the investigation. 

Further, when the companies fulfill the standards, the companies are divided into two 

groups; one group contains small independent fund companies and the second group is 

Swedish bank, representing the large companies. The condition for the small fund 

companies to be included is to be independent and have their entire business focused on 

fund management. The banks that are included are the three major banks in Sweden, which 

have the largest proportion of the market share on the fund market. The assortment 

process of the small independent fund companies, after the requirement is fulfilled, is done 

in a subjective manner. The companies that have been selected in the category small 

independent fund companies are Didner & Gerge, Lannebo Fonder and Enter Fonder. 

The banks are the leading companies within this area and will serve as a benchmark to the 

smaller companies. Therefore, SEB, Swedbank Robur and Nordea have been included into 

the investigation.  

To expand the investigation a second sample has been included. This sample is also divided 

into two groups that have the same requirements as previously mention. The differences 

between the two samples are that this sample includes 18 observations and is only 

considered in quantitative assessments. 

The time frame for the investigation for the mutual fund is set by ten-year period. In order 

to minimize high fluctuations in the market and a misleading result, a longer period will 

serve better to enhance the overall picture and sustain high standard for the trustworthiness 

and creditability of the investigation. 

4.7 Criticism of Method  

4.7.1 Validity  

Validity is a measure that evaluates the outcome of the conclusion drawn from the 

investigation. The validity estimate if the investigation describes what it is intended to 

measure. It also measure whether the claims and interpretations made in the investigation is 

based on solid data (Bryman & Bell, 2003). If tests are made that are totally irrelevant, they 

lack validity. If a measurement is done correctly, the investigation is of high reliability. 

However, if the measurement cannot answer the relevant question, the investigation is 

totally useless, independent if the measurement is done in a correct way (Thurén, 2007). 
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4.7.2 Reliability  

The reliability is associated to the level of consistence in the result of an investigation. 

Reliability refers to if it will be any difference by conducting a second identical investigation 

under the same conditions or if the outcome is occurred by random. It estimates in which 

degree of an investigation it will give the same end result. The reliability is often associated 

when perform a quantitative investigation, whether there exist stability or not (Bryman & 

Bell, 2003).  

4.7.3 Pros and cons with interviews  

The advantages with interviews can be several. Firstly, it is an opportunity of conducting 

in-depth and detailed questions. This will increase the depth and allow for follow-up 

questions to be taking place under the interview. Further, it can produce valuable insight 

for the authors about the subject due to the method. The technique is of high flexibility 

and allows adjustment to be made along the way. Another benefit is the high level of 

validity since the data can be controlled for accuracy and relevance.  

Concerning the disadvantages, it is a time consuming procedure where a lot of data should 

be analyzed and processed. The data will produce non-standardized answer and 

comparison might be more difficult in this approach. Moreover, it is possible that the 

authors and other context in the interview affect the objectivity. This is due to the unique 

data that is collected in the interview and consequently influence the reliability of the 

investigation (Denscombe, 2000). 

4.8 Criticism of sources 

In order to assess the credibility of the sources, the facts must be controlled. The criticisms 

of sources follow a set of methodological rules that investigate the degree of credibility. 

Critical evaluation of sources contains four major criteria.  

 Authenticity. The source must be what it purports to be. 

 Temporal relationship. A shorter the time period between the event and the 

statement increases the credible of source. 

 Independence. The source must be independent. 

 Tendency Freedom. The source will not give a false picture of the reality depending 

on anyone’s personal opinions (Thurén, 2005). 

 

It is of importance to be critical to the sources. Many of the sources in this thesis are based 

on interviews. It is important to remember that interviews should always be interpreted. 

Moreover, it is significant to be aware of that the information from the interview is 

subjective interpretation from the respondent of the topic. It refers to an image that the 

interviewee wants to provide of himself or his company. Generally, the interviewee wants 

to provide a positive picture as possible (Thurén, 2005). 
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Moreover, when the sources were selected, it has been taken in to consideration that a 

primary source always is more credible than secondary sources. To minimize error to be 

occurred and to ensure the information collected is accurate, it is always wise to 

complement with additional objective sources (Thurén, 2003). Regarding the literature 

sources in the thesis, the authors have selected to include relevant sources in the report. 

Further, the authors attempt to contain academic journals to extend the credibility even 

more. The authors believe these sources should be sufficient but it would improve the 

thesis if more literature if more literature and academic articles was incorporated. The 

quantitative data is received Morningstar, which is an independent financial data provider. 

This source should be considered as a valid source. Although, it would increase the validity 

to add one additional source to control the figures. 
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5 Empirical Result  

This chapter presents the empirical result of the mutual funds that have been studied. A brief description of 

each fund company is presented, followed by a description of each fund. Thereafter, a presentation will be 

given of each fund’s fund management and its strategy about risk and return.  To extend the investigation a 

quantitative study has been made on 18 Sweden funds, see Appendix 2. 

5.1 Didner & Gerge  

5.1.1 Didner & Gerge Fonder 

Didner & Gerge is an independent fund company that was founded in 1994 in Uppsala, 

Sweden. Didner & Gerge has two funds: Didner & Gerge Aktiefond and Didner & Gerge 

Småbolag (Didner & Gerge, 2011a). Didner & Gerge’s investment philosophy is to be an 

active managed fund company that generates good return in the long run. The goal for 

Didner & Gerge is to outperform the relevant index (Henrik Didner, personal 

communication, 2011-04-06). 

Didner & Gerge believes that their independency brings them several benefits. In contrast 

to a fund company that is a part of a larger group, they have the advantage to focus on 

expertise fund management. Moreover, they have the opportunity to give their fund 

managers more freedom when trading with shares. As an independent fund company, 

Didner & Gerge believes that they are more likely to retain their employees because they 

have the possibility to offering part ownership in the company, which also benefits their 

customers (Didner & Gerge, 2011a). According to Henrik Didner, Didner & Gerge 

Aktiefond and Didner & Gerge Småbolag have had a higher return than the major Swedish 

banks in the long run.  

The organization of Didner & Gerge consists of eight employees. Each fund is managed by 

two fund managers. Four employees within the organization are responsible for the 

company’s administration and economy (Didner & Gerge, 2011b). 

5.1.2 Didner & Gerge Aktiefond 

Didner & Gerge Aktiefond was started in 1994 and is a mutual equity fund that focuses on 

equity securities in Sweden. The fund consists of 35 holdings and they invest mainly in the 

industry and service sectors. Some of the largest holdings at the moment are in Volvo, 

Trelleborg, Securitas and Danske Bank (Didner & Gerge Annual Report, 2010). 

Henrik Didner and Adam Gerge have been fund managers of Didner & Gerge Aktiefond 

since the fund was founded and they are both founders of the fund company as a whole 

(Didner & Gerge Annual Report, 2010). Henrik Didner has a PhD in business 

administration at Uppsala University. Previously, he has also taken a master in business 

administration and studied several courses within economics. Adam Gerge has an 

Economic licentiate degree in business administration from Uppsala University (Henrik 

Didner, personal communication, 2011-04-06). 
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Henrik Didner strives to continuously be up to date what is happening in the market. 

Regularly, he goes running through each potential company and studying the share price 

development. Henrik Didner compares his employment with a dog sniffing in the forest. 

However, Didner points out that the chance is important when trading in the stock market 

and should never be underestimated. Didner visit regularly seminars and take part of 

analysts’ opinions about different stocks. Didner & Gerge Aktiefond makes investment in 

all kinds of industries. Yet, according to Henrik Didner, he is always skeptical to make 

investment in companies that he not has knowledge about. When Henrik Didner invests he 

has no specific time horizon, but argues that the stocks need to have future potential 

(Henrik Didner, personal communication, 2011-04-06). 

The investment process builds upon the market situation and Henrik Didner tries to twist 

and turn-on companies to identify their market position. He works to find undervalued 

companies and gather information about the firm, their branch and potential risks. 

According to Henrik Didner, it is important that he, by himself, see future potential of the 

company. Mostly, the market show fair pictures of the market situation but many times the 

fluctuations are exaggerated which is something that should be exploited. Constantly, 

Henrik Didner study companies’ quarterly reports and read newspaper to monitor his 

investment. Minor changes in the portfolio are performed every day, whereas an 

investment in a new company is done once a year (Henrik Didner, personal 

communication, 2011-04-06). 

The P/E-ratio, the debt of the company and the profit margins are important factors when 

Henrik Didner analyzing a company. Moreover, he looks after companies with a high 

growth potential and study external analysis reports (Henrik Didner, personal 

communication, 2011-04-06). 

Didner & Gerge Aktiefond’s return goal is to exceed index. As long as they achieve this 

goal they feel happy and satisfied. Didner & Gerge Aktiefond uses SIX Return as a 

benchmark to compare their result. Henrik Didner argues that they use a relevant index in 

relation to their fund.  The recent years, Didner & Gerge Aktiefond has beaten the index 

and 2009 the fund had the best result ever (Henrik Didner, personal communication, 2011-

04-06).  

According to Henrik Didner, Didner & Gerge Aktiefond is not a fund with low risk. They 

fluctuate at least as much as the market. Usually, in a boom, Didner & Gerge Aktiefond 

goes up more than the market but in a recession they do not fall in value much more than 

the market. However, Henrik Didner argues that index funds in the long run generate a 

lower return than Didner & Gerge Aktiefond. Henrik Didner believes that Standard 

Deviation is the most relevant risk measure to evaluate a company’s risk. To control the 

risk it is important to check how the fund performs in relation to the market (Henrik 

Didner, personal communication 2011-04-06). 

Didner & Gerge Aktiefond charges a management fee of 1.22 % of the share value. 

According to Henrik Didner, Didner & Gerge Aktiefond strives to have a management 
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charge that is slightly lower than major banks (Henrik Didner, personal communication, 

2011-04-06). 

Didner & Gerge Aktiefond is one of the largest Sweden funds and according to 

Morningstar they are the most successful mutual fund over the last 15 years (Didner & 

Gerge, 2011c). Didner & Gerge Aktiefond belongs to the category small/mid-cap equity at 

Morningstar.se. Henrik Didner is confused about this categorization and argues that they 

should belong to the large cap equity (Henrik Didner, personal communication, 2011-04-

06). 

5.2 Lannebo  

5.2.1 Lannebo Fonder 

Lannebo Fonder is a Swedish independent fund company that started their operation in 

2000. Currently, they have eleven funds with different orientations. They are an active 

managed fund company and focus on segments where the company has unique expertise. 

The most relevant when selecting shares is if they have potential and will give a high return 

in the long-term.  To achieve these objectives, the fund manager´s experience and expertise 

is highly valued. Other important objectives for Lannebo Fonder are to implement long-

term fundamental analysis and offer individual customer service Key people that work for 

Lannebo Fonder are partners in the company. Moreover, the fund managers personally 

invest in Lannebo Fonder. It brings stability and continuity in the organization that also 

provides benefits to the customers (Lannebo Fonder, 2011a). 

5.2.2 Lannebo Sverige 

Lannebo Sverige is an equity fund that was founded in 2000 and focus on equity securities 

in Sweden (Lannebo Fonder, 2011b). The fund currently has 26 holdings in their portfolio 

where the five largest are Volvo, Electrolux, Q-Med, Aztra Zeneca and Hennes & Mauritz. 

The industry- and service sector are the most common sectors (Lannebo Fonder Annual 

report, 2010).  

Lannebo Sverige is an active managed fund where the stock selection is based on long-term 

fundamental analysis. The goal is to create a concentrated portfolio of stocks with a high 

stable return, independent of each stock´s weight in index. Lannebo Sverige is a high risk 

fund and it is recommended holding the fund for at least five years (Lannebo Fonder, 

2011b). 

Lars Bergkvist is the fund manager and he has been active in the branch since 1990. Lars 

Bergkvist has studied industrial engineering and management at Linköping’s University and 

worked in the computer industry for many years. Since 2007, Lars Bergkvist has been the 

fund manager of Lannebo Sverige (Lars Bergkvist, personal communication, 2011-04-12). 

Lannebo Sverige’s investment is divided into two parts; big caps and small/medium caps. 

The big cap investments are based on the fluctuations in the market and the changes in the 

stock prices. Investments belonged to the small/medium cup, requires a substantial 

analysis. To gather information about these smaller companies, Lars tends to meet analysts 

http://www.lannebofonder.se/LFTemplates/FundPage____168.aspx?epslanguage=SV
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with expertise about the relevant industries. In addition, Lars, himself, gathers facts about 

the attractive companies (Lars Bergkvist, personal communication, 2011-04-12).  

The investment process is built on a daily overview of the market. Lars Bergkvist sitting in 

the front of the computer screens every day to keep up to date about the market. 

Continuously, he visit and phone companies to find out information. Moreover, he follows 

the media coverage.  

Holdings in the portfolio vary dependent on the market situation. Companies that Lars 

Bergkvist believes have a long term potential and have a high return in the long run usually 

remain in the portfolio over a long term. Lannebo Sverige holds a basic proportion of 

these shares and dependent on the market situation change the excess holdings (Lars 

Bergkvist, personal communication, 2011-04-12). 

Lannebo Sverige does not, by them own, perform analysis about companies. Yet, as 

mentioned, if the companies are small they may be deeper investigated by the fund 

manager. Hence, Lannebo Sverige takes part of external analysis when deciding to invest in 

stock or not (Lars Bergkvist, personal communication, 2011-04-12). 

Lannebo Sverige strives to perform a higher return than their competitors, which is a goal 

that the fund has achieved. However, the most important for Lannebo Sverige is to make 

their investors satisfied. Lannebo Sverige has no precise return goals; instead it depends on 

the situation in the market. Lars Bergkvist is satisfied with Lannebo Sverige’s return in the 

long run.  

As mentioned, Lannebo Sverige is a high risk fund and it is recommended holding the fund 

for at least five years (Lannebo Fonder, 2011c). According to Lars Bergkvist, standard 

deviation is the risk measure that is most useful and is the risk measure he uses mostly to 

assess the risk. Moreover, he mentions that tracking error is not a relevant measure to 

judge the risk of a company. 

Lannebo Sverige charges a management fee of 1.6 % of the share value (Lannebo Fonder, 

2011c). The management fee is slightly above their nearest competitors but according to 

Lars Bergkvist it is compensated by the fund’s high return.  

Lannebo Sverige uses SIX Return as a benchmark to compare their result. Since Lannebo 

Sverige is an active managed fund, they strive to perform better than index. Lars Bergkvist 

argues that Lannebo Sverige is a fund that dares to differ from index in a higher degree 

than other. Lannebo Sverige has been categorized at Morningstar.se as a small/medium 

equity category. Lars Bergkvist is interrogative about this categorization. He argues that 

Lannebo Fonder better belongs to the large cap category.  

5.3 Enter 

5.3.1 Enter Fonder 

Enter fonder started their operations in 1999 and is an independent fund company. At the 

moment, the corporation is providing nine funds with different characteristics; four equity 

funds, three interest funds and two balanced funds. The organization consists of 12 
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employees, whereas five are fund managers. Enter fonder’s owner structure is divided into 

two owners, where the staff owns 50 % and Orkla, a Norwegian company that owns 50 % 

(Enter Fonder, 2011a). 

The customer benefits are a central part of Enter fonder. They want to offer a portfolio 

management that is not close to index. The company has a limited number of holdings in 

their portfolio, the holdings is about 20-25. This is a features which they distinguish 

themselves from others according to John Bornstein, fund manager at Enter Fonder. 

Moreover, Enter fond works close to the companies and have regular visit them (John 

Bornstein, personal communication, 2011-05-02). 

5.3.2 Enter Sverige 

Enter Sverige is one of the equity funds of Enter fonder with a starting year in 1999. The 

mainly sectors for Enter Sverige is the finance and industry sector, this consist of around 

67 %. The major holdings of the funds are Volvo, Sandvik, H&M, SEB, and Swedbank 

(Enter fonder Annual Report, 2010).  

The investment strategy of the fund is investing in Swedish stocks, but with an approach of 

having less holding compared to other Sweden funds. The focus is to concentrate the 

holdings in the portfolio to a fewer number of promising stock. Currently, they have 27 

holdings in the portfolio (Enter Fonder, 2011b).  

The fund manager in charge of Enter Sverige is currently Johan Bornstein. John Bornstein 

has worked as a fund manager for many years. 1996 to 1999 he was fund manager of the 

fund Alfred Berg Sverige but he left his position to start up Enter Fonder. Previously, he 

has worked as a journalist at the magazine Affärsvärlden. He has a master in Business 

Administration from Stockholm School of Economics and is chartered financial analyst, 

CEFA (John Bornstein, personal communication, 2011-05-02). 

Enter Sverige’s fund strategy builds upon their own valuation model that has been used 

from the start. The model has been proven to work and doesn’t build on unrealistic 

assumptions. The model consist of many different parameters, these factors are taken into 

consideration and are associable if the investment will turn out well based on previous 

experience. Some of the key factors are the competitiveness of a specific industry and 

proof of being profitable with a good cash flow. Other factors are the management team of 

the company and also to some extent the owners. The end result of the process is an 

interval, which will serve as a point of reference while investing (John Bornstein, personal 

communication, 2011-05-02). 

Enter Sverige’s investment process is based on fundamental analysis. The macroeconomic 

factors are not as highly taking into consideration in comparison to fundamental analysis.  

Enter has a focus on distinguish individual companies with growth opportunities and 

specific qualifications in various industries. Therefore the investment of the fund is 

concentrated to companies with prospect of an increase in value (John Bornstein, personal 

communication, 2011-05-02). 



 

 31 

In addition to their own analysis, they receive a lot of external analysis that are taken into 

consideration for decisions. They have close relationship with trusted people in the 

industry which provide them with information. Although they take no decision solely based 

on others, instead they check if there analysis is matching with their result (John Bornstein, 

personal communication, 2011-05-02). 

The ambition level for Enter fund is to be one of the best funds in the market. The aim is 

to achieve a long term and competitive return in relation to their benchmark. There is no 

exact figure for the goal on the return. They continuously evaluate their performance 

compared to the index and their competitors (John Bornstein, personal communication 

2011-05-02). 

According to John Bornstein, the risk measurement such as standard deviation and beta is 

not so highly taken into consideration. If they were looking at those figures to much they 

wouldn’t take any risk comments John Bornstein. Still, the overall risk-level is by a cautious 

approach. Currently, Enter Sverige has a management fee of 1.7 % (John Bornstein, 

personal communication, 2011-05-02). 

5.4 SEB 

5.4.1 SEB Investment Management  

SEB Investment Management started their fund operation in 1972 and is one of the larger 

actors in northern Europe. They are a subsidiary to Skandinaviens Enskilda Banks, SEB.  

The company offers around 130 funds with different variants (SEB, 2011a).  

SEB Investment Management’s investment philosophy builds upon the belief that the 

market, in a short and medium term perspective, value companies and industries 

incorrectly. They argue that the conditions to achieve excess return exist and therefore their 

aim is to identify these mispricing. SEB Investment Management has a strong focus on risk 

management, where they carefully analyze the funds’ risk and ensure that the desired level 

of risk is followed (SEB, 2011b). 

SEB Investment Management is a strong brand and is a company with extensive 

experience. They have an advantage of being a part of a large group with many 

departments. This fact contributes to the good relationships for SEB Investment 

Management with those companies they invest in. Moreover, they have advantages against 

the small fund companies since large companies, such as Volvo, generally are interested to 

meet the large investors in the first place (Peter Norhammar, personal communication, 

2011-05-10). 

The organization of SEB is made up of smaller teams of employees in each of the funds. 

The teams exist of analysts, portfolio managers and fund managers with clear 

responsibilities. The analyst’s task is to identify the incorrectly priced companies, while the 

portfolio manager uses the information to select the most attractive company.  The fund 

manager is fully responsible for the fund and its results (SEB, 2011c). 
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SEB have three types of investment processes; two traditional and one quantitative based 

method.  The two traditional are the bottom up approach and the top down approach. The 

bottom up approach is based on a company analysis. The method is focused on identifying 

companies with high quality and possesses an attractive valuing. This method is the base of 

the investment procedure of several of SEB's funds. The other traditional approach, Top 

down, is concentrated on an overall macroeconomic analysis. This analysis is primarily used 

to determine the relationship between assets in balanced funds as well as equity and fixed 

income investments. The quantitative approach is solely a numbers based analysis and it is 

purely focused on mathematics. The method is used to provide a foundation for buy or sell 

decision. The model is continuously tested for adjustment with historical data (SEB, 

2011b). 

5.4.2 SEB Sverigefond 

SEB Investment Management has about 25 Sweden funds that differ in orientation, size 

and level of risk (Peter Norhammar, personal communication 2011-05-10). SEB 

Sverigefond is an equity fund with an investment focus on small and large Swedish 

companies. Even though, the fund avoids investing in the smallest companies on the stock 

exchange. The fund started in 1984 and on average consist of 60 to 100 various holdings. 

The largest holding at the moment is in H&M, Nordea, Volvo, Ericsson and TeliaSonera. 

The primary sectors are the industry and finance (SEB, 2011d).  

 

The team that is responsible for SEB Sweden funds consist of eleven persons of which 

four are working with SEB Sverigefond. There is continuous collaboration between the 

different funds but the decisions are always taken by each individual fund manager. Peter 

Norhammar is the responsible fund manager of SEB Sverigefond. He is 40 years old and 

has been an employee at SEB Investment Management since 1998.  He is currently 

working with analysis research and fund management and has in the past worked with 

consultancy. Peter Norhammar has a university degree with focus on financial analysis and 

also has the license training, SwedSec, which is compulsory for all fund managers in the 

business (Peter Norhammar, personal communication, 2011-05-10). 

 

Peter Norhammar’s main duties are to manage the investors’ money in the best possible 

way and his goal is to beat the market. Daily, Peter Norhammar values the shares on the 

stock exchange and predicts if the priced will go up or turn down. Furthermore, he is doing 

fundamental company analysis and forecasts on what the share will be worth in the long 

run. In order to implement his analysis, Peter personally visits the companies, studies their 

profit margin and the expectation image of each company.  

 

The strategies of the fund differ depending of the market situation. Generally, the strategy 

is to invest in companies that are undervalued or companies that are obvious winners on 

the market. A strategy that the fund uses is to buy shares in a company with a strong 

market position or in a company that has a technological superior. Moreover, the fund is 

looking for deviation from the expectation image. According to Peter Norhammar, 



 

 33 

changes in the expectation image are the fund’s mantra (Peter Norhammar, personal 

communication, 2011-05-10). 

 

Peter Norhammar is not making all the analysis of the companies himself. There is a 

frequent collaboration between various brokerage firms and with a few of a close 

cooperation exist. However, Peter Norhammar mentions that he always base his purchases 

on his own analysis and assumptions since different views about a company’s future may 

occur (Peter Norhammar, personal communication, 2011-05-10). 

SEB Sverigefond has a balanced level of risk that is low compared to benchmark and other 

Sweden funds. They avoid investing in companies with high uncertainty. They have given a 

promise to their customers that the fund not will fluctuate more than ± 2 % in relation to 

index. Peter Norhammar states that sometimes he has to clean out inside the fund to 

reduce the risk. SEB Sverigefond is risk-rated to grade six of seven by SEB’s own grading 

system (Peter Norhammar, personal communication, 2011-05-10). 

The management fee is not controlled by the fund managers but is determined by people at 

a higher level in the organization. It is determined by the market situation as a whole and 

use to be between 1- 1.5 %. At the moment the SEB Sverigefond’s management fee is 1.30 

% (Peter Norhammar, personal communication, 2011-05-10). 

According to Peter Norhammar, it is important for SEB Sverigefond to be highly ranked 

by Morningstar. It is an important factor that attracts the customer to buy shares in the 

fund. However, Peter Norhammar states that the ranking system is not always fair since 

they bundle together all Sweden funds into one package. According to Peter it is not 

possible to compare SEB Sverigefond, which has 85 holdings, with a smaller Sweden fund 

with only 15 holdings. The smaller fund companies will always perform a lot better or a lot 

worse in Morningstar’s comparisons. Consequently, when mass media publish the best 

Sweden fund of the year it is always the funds with high risk that is the winner and the 

looser. SEB Sverigefond usually gets placed in the upper middle and never stands out 

(Peter Norhammar, personal communication, 2011-05-10). 

5.5 Swedbank Robur 

5.5.1 Swedbank Robur  

Swedbank Robur started their operation in 1967 and has a dominant share of the fund 

market which is estimated to be about 25 %. At the moment Swedbank Robur is offering 

150 mutual funds with a wide span of different characteristics. Swedbank Robur is a 

subsidiary, entirely owned of Swedbank AB (Swedbank Robur, 2011a). 

The investment philosophy is to be a reliable and competence actor to their customers. 

The aim is to deliver the highest return to a reasonable risk level. Swedbank Robur uses 

active management that is based on fundament analysis. The follow up process is 

comprehensive and a thoroughly implemented risk control is used.   
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The organization of the fund management is divided into groups to strengthen the 

continuity of the analysis and management in the long run. The workforce within in the 

company is 300 employees, whereas 100 employees are focused on analysis and 

management.  As a large actor of the market, Swedbank Robur has an advantage of 

monitor the development of the world market. Swedbank Robur has an own analysis 

division that contribute with groundwork to a make better investment for the company 

(Swedbank Robur, 2011b).  

The investment process is emphasized on a clear and structure investment philosophy. 

Their own analysis division serves as the center for their future view of the development 

and outcome of the market which is the “house view” for the company.  This view is 

regularly discussed and updated by meetings between the different divisions. Swedbank 

Robur is using two methods, top-down and bottom-up. The top down is based on 

macroeconomic and to determine the asset allocation in the portfolio. The bottom-up is 

used for stock selection process and decisions about a particular investment (Swedbank 

Robur, 2011c). 

5.5.2 Swedbank Robur Sverigefond 

Swedbank Robur Sverigefond is an equity fund and started in 1967. The current holding is 

mainly in the industry- and finance sector on the Swedish market. These two sectors are 

corresponding about 50 % of the amount invested. The major holdings of the fund are in 

Volvo, H&M, Ericsson, Nordea and TeliaSonera. Swedbank Robur Sverigefond’s aim is to 

provide a good long term capital growth to their customers. The investment approach is to 

invest in a mix of Swedish medium- and large companies (Swedbank Robur, 2011d).  

The responsible fund managers are Ingemar Syréhn and Patric Näslund. They have both 

been active in the fund industry since 1994. Swedbank Robur Sverigefond is a fund where 

the concentration of equity investments to one region provides a relatively high level of 

risk. However, the diversification between different industries reduces the risk to a certain 

extent. Swedbank Robur grades their fund into six grades.  The division is based on the 

funds standard deviation. Swedbank Robur Sverigefond is risk-rated to grade 6. The 

management fee is currently 1.40 percent (Swedbank Robur, 2011d) 

5.6 Nordea 

5.6.1 Nordea Fonder 

Nordea Fonder is an entirely owned subsidiary of Nordea Bank and was incorporated in 

1976. Nordea Fonder is one of the leading players within asset management in the Nordic 

countries (Nordea, 2011a). The company is currently providing a wide range of funds and 

offers about 100 funds to the market (Nordea, 2011b). 

Nordea Fonder’s investment philosophy is to ensure a good long-term development of 

their funds. It will benefit shareholders, employees and other stakeholders (Nordea, 2011c). 

Nordea Fonder is focused more toward quality companies than other fund companies 

(Mattias Kindstedt, personal communication, 2011-05-12). 
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5.6.2 Nordea Sverigefond 

Nordea Sverigefond is one of the funds provided from Nordea fonder. The fund started in 

1978 and is an equity fund. The investment focus of the fund is to invest in the Swedish 

market and the main group is large companies that have an international focus. About 55 

% of the fund size consists of companies from the industry and finance sector. The largest 

holding is in Nordea Bank, H&M, Volvo, TeliaSonera and Sandvik. The fund desires to 

have a well-diversified portfolio and the aim is to provide the highest return for their 

shareholder given the risk level of the fund (Nordea, 2011d). Nordea Sverigefond aims to 

have a distinct focus on quality companies and have fewer holdings than their closest 

competitors (Mattias Kindstedt, personal communication, 2011-05-12). 

The Sweden fund’s team consists of eight people plus three analysts that are also involved 

in the process.  There is much collaboration within the team and many analysis and 

company visits are made together. Mattias Kindstedt is 40 years old and is the responsible 

fund manager of Nordea Sverigefond. At the moment, it is only Mattias Kindstedt who 

manages the Nordea Sverigefond but soon an additional staff member will be recruited. 

Mattias Kindstedts has a university degree within economics and finance. He has worked as 

an analyst for ten years and as a manager for over five. However, Mattias Kindstedt is a 

new employee at Nordea Fonder, where he only has worked for a couple of months. In 

addition to be the responsible fund manager of Nordea Sverigefond, he is also the 

responsible manager of all Nordic and Sweden funds (Mattias Kindstedt personal 

communication, 2011-05-12). 

Nordea Sverigefond’s management strategy is to focus on value-oriented high quality 

companies. Some parameters are particularly essential when decisions are made on an 

investment. It is not only a company’s current situation that is important. Mattias Kindstedt 

wants to understand the company’s business model and make an assessment of the owners 

and the management of the company. Moreover, an audit of the company’s environmental 

profile will be implemented to decide if it is sustainable in the long term. Nordea 

Sverigefond tries to predict the quality of the company and observe how quickly the 

company adapts to the market. Companies that have a dividend that is smooth and fine 

over time is of special interest. How often changes occur in the portfolio fluctuates but the 

aim is to be long-term oriented (Mattias Kindstedt, personal communication, 2011-05-12). 

According to Mattias Kindstedt, the analyze process is of high importance. Nordea 

Sverigefond is working with independent analysis since they have their own analysts. 

However, external analysts are also used to take advantage of external angels. There are 

three key valuation measures for valuing a company. The first valuation is an absolute 

measure and is calculated by a cash flow statement.  It is correct to 100 % and gives an 

exact value of the company. Then one makes a rough estimate of how the company 

evolves the upcoming 5, 10 and 20 years. On top of that, one also analyzes the company’s 

performance during an even longer perspective when the company develops as the 

economy as a whole. The profit margin and capital expenditure are predicted and 

discounted to the present value of the company. The second valuation is based on how a 

company is valued compared to its competitors. Important ratios for such a valuation are 
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PE-ratios and Return on Equity. The third valuation method is based on how the company 

is valued today compared to how it has been valued historically (Mattias Kindstedt, 

personal communication, 2011-05-12). 

Nordea Sverigefond is an active managed fund measured against index. The fund’s risk 

profile is high since they have fewer holdings than many other Sweden funds. However, 

according to Mattias Kindstedt, this is compensated since Nordea Sverigefond invests in 

quality companies that fluctuate less than the market.  Generally, traditional risk measures 

are used to calculate a company’s risk. This calculation is done by a separate unit within 

Nordea Fonder. Nordea Sverige fond is risk-rated to grade six of seven by Nordeas own 

grading system (Mattias Kindstedt, personal communication, 2011-05-12). 

The fund manager does not take the decision regarding the management fee, the fund 

company does. The management fee is based on how much return customers expect. A 

customer that pays a management fee of 1.5 % for an equity fund expects a higher return 

than a customer who pays 0.5 % for an index fund. Nordea Sverigefond’s management fee 

is currently 1.42 % (Mattias Kindstedt, personal communication, 2011-05-12). 

According to Mattias Kindstedt, Morningstar’s ranking system shows a fairly picture of 

Sweden funds. He is very pleased that both Nordea Sverigefond and Nordea Selecta are 

highly ranked by Morningstar. (Mattias Kindstedt, personal communication, 2011-05-12).  

5.7 Quantitative data  

5.7.1 Turnover ratio 

The turnover ratio is presented below for each fund. There is a range from 0.43 to 1.0 in 
the turnover ratio. The turnover ratio is lowest for all the banks, which has 0.4 meanwhile 
Lannebo Sverige has the highest of 1.0. (The data is received from the annual reports.) 

 

Figure 5-1 Turnover ratio                        (Svensson & Jademyr) 
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5.7.2 Tracking error  

In the diagram below the tracking error is shown. The tracking error differs from 1.50 % to 
11.19 %. The banks present the lower segment of the tracking error, while Didner & Gerge 
has the highest tracking error of 11.19 %. (The data is received from the annual reports.) 

 

Figure 5-2 Tracking error                        (Svensson & Jademyr) 

5.8 A Quantitative Presentation of 18 Sweden Funds 

To get a broader picture of the Swedish fund industry, an overview of 18 Sweden funds 

will be given. Each fund’s holdings, return, risk measure, management fee and rating will be 

presented below. The aim is to complement the more in-depth interviews with these 

statistical results to be able to conduct an analysis. All statistics are from Morningstar. 

5.8.1 Holdings  

The diagram below shows the holdings for each fund. The funds have almost no debt 

securities at all, only Swedbank Robur and Carnegie has one each. The rest of the holdings 

consist of shares. The span is between 101 and 24. The fund with highest number of share 

is Swedbank Robur with 101, closely followed by SEB that has 98 shares in their fund. The 

funds with lowest number are Carnegie, Spiltan and Länsförsäkringar.  
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Figure 5-3 Holdings                        (Svensson & Jademyr) 

5.8.2 Accumulated Return  

The accumulated return from 2000-2010 is illustrated in the diagram below. The funds 

which have performed best over the period are Odin, Spiltan and AMF.  Handelsbanken 

and Nordea have the lowest figures for the period.  
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Figure 5-4 Accumulated return                       (Svensson & Jademyr) 

5.8.3 Average return 

The average return over a three years period is shown in figure 5.3.  The average return 

varied from an interval of 6. 64 % to 14.42 %. The majority of the 18 Sweden funds have 

an average return between 8 % and 10 %.  Didner & Gerge and Lannebo are the funds 

which have the highest average return of 14.42 % respectively 12.64 %. The companies 

with the lowest values are Spiltan with a value of 6.64 % and Aktie-Ansvar with a value of 

6.84 %. 

 

Figure 5-5 Average return                        (Svensson & Jademyr)  

5.8.4 Standard deviation 

The average standard deviation over a three year period is presented in the figure below. 

Of the 18 funds studied have 12 of them an average standard deviation between 20 % and 

25 %. Didner & Gerge has the highest average standard deviation with a value of 29.20 % 

followed by Danske Invest with a value of 27.48 %. Carnegie has the lowest average 

standard deviation with a value of 22.55 %.  
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Figure 5-6 Standard deviation                       (Svensson & Jademyr) 

5.8.5 Alpha 

The alpha values are presented in the diagram below. The funds with the highest values are 

Didner & Gerge with a value of 8.4 and Lannebo that has a value of 6.7. The lowest value 

has Aktie-Ansvar with a negative value of -1.3 follow by Swedbank Robur with a 0 value.  

 

 

Figure 5-7 Alpha                        (Svensson & Jademyr) 
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5.8.6 Beta 

The span of the Beta values is from 1.1 and 0.7. In the diagram below the fund companies 

with the lowest Beta value are Spiltan, Odin and Lannebo, meanwhile the highest has 

Danske Invest and Folksam.  

 

Figure 5-8 Beta                        (Svensson & Jademyr) 

5.8.7 Sharpe ratio 

The diagram below shows the share ratio for the fund companies. The highest values for 

the share ratio have Didner & Gerge and Lannebo with values of 0.53 and 0.52. The lower 

values belong to Spiltan and Aktie-Ansvar which has values of 0.30 and 0.32.  

 

Figure 5-9 Sharpe ratio                        (Svensson & Jademyr)  
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funds investing mostly in the large companies are Carnegie, Folksam and Öhman. 

Meanwhile in the small companies the largest investment is done in small companies for 

Odin and Spiltan.  

 

Figure 5-10 Investment style                       (Svensson & Jademyr) 
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Folksams Aktiefond Sverige 0.70% 

Länsförsäkringar Sverigefond 1.30% 

Handelsbanken Sverigefond 1.40% 

Didner & Gerge Aktiefond Sverige 1.22% 

Lannebo Sverige 1.60% 

Enter Sverige 1.70% 

SEB Sverigefond 1.30% 

Swedbank Robur Sverigefond 1.40% 

Nordea Sverigefond  1.42% 

Aktie-Ansvar Sverige 1.40% 

Danske Invest Sverige 1.30% 

Table 5-1 Management fee                        (Svensson & Jademyr) 

5.8.10 Rating 

The rating from Morningstar is displayed below. The total ratings vary from 2 stars to 5 
stars. The funds with the highest rating are Carengie, AMF and Enter. The lowest rating 
has Spiltan with 2 stars. Moreover, the funds with 3 stars are Folksam, Handelsbanken, 
SEB and Nordea.  

Fund Total Rating 

Odin Sverige  

Spiltan Aktiefond Sverige  

Carnegie Sverigefond  

Carlson Sverigefond  

AMF Aktiefond Sverige  

Öhman Sverigefond  

Skandia Aktiefond Sverige  

Folksams Aktiefond Sverige  

Länsförsäkringar Sverigefond  

Handelsbanken Sverigefond  

Didner & Gerge Aktiefond Sverige  

Lannebo Sverige  

Enter Sverige  

SEB Sverigefond  

Swedbank Robur Sverigefond  
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Nordea Sverigefond   

Aktie-Ansvar Sverige  

Danske Invest Sverige  

Table 5-2 Rating                        (Svensson & Jademyr) 
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6 Analysis 

This chapter contains analysis of the empirical findings. The purpose of the analysis chapter is to compare 

the empirical finings with relevant theories that were introduced in the Theoretical foundation. The analysis 

is divided into two separate parts. The first part contains interpretations regarding the qualitative data 

drawn from interviews and other relevant sources. It is based on a comparison of the smaller sample. The 

second part contains an analysis regarding the quantitative data and is based upon the larger sample in the 

thesis.  

The fund market in Sweden consists of many actors and large number of funds. The 

market share for the major banks is 67 %.  The authors’ intentions are to investigate the 

large and small independent fund companies and their Sweden funds. Both types of 

Sweden funds are equity funds that are actively managed and base their analyzing process 

on fundamental analysis. However, even though there are no significant differences, it is 

possible to investigate some indicator that may affect the fund companies’ performance.  

Regarding the fund companies and their business, there is some obvious evidence in terms 

of differences. By glancing at the corporate level, variations exist regarding the fund 

companies history.  The banks’ fund companies have been incorporated for about 40 years 

whereas the small independent fund companies have existed for more or less 10-15 years. 

This fact can be related to the fund companies’ experience of the industry in some extent. 

The small independent fund companies have solely one business function and are only 

concentrated to fund management meanwhile the banks fund companies belongs to a 

larger corporate group with more departments. Within the respective fund company there 

is evidence that implies differences in the structure and the way to work. The organization 

consist of larger teams and departments for the banks and it differ to the smaller 

independent  fund companies where the organizations are narrowed to a few persons 

working with each particular fund.  

Further, a remark from the authors is that the supply of the funds in numbers is 

considerably higher for the banks, with a variety of 100-150 funds for each company. The 

small independent companies offer just 2 to 11 funds. This is distinguished feature that 

conclude that there is a vast difference in general between the two groups.  

The empirical findings from the Sweden funds show that the banks also have a longer 

history of their fund. A factor which has shown a difference between the funds is the 

number of holdings. The small independent fund companies are investing in far less 

number of shares. Regarding the investment policy for the companies, there is some 

diversity. The banks’ funds have a stronger focus on investing in Swedish large- and 

medium sized companies and in some extent small companies. However, the small 

independent fund companies tend to invest in a wider range of different sizes of 

companies. The time horizon for each fund is quite similar; the stated period for each fund 

is five year or more, except Enter which has a tree year period or more.  
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The responsible person or persons for each fund is the fund manager. These people are in 

charge of implementing the investment strategy and management of the portfolio. By 

taking a look at the empirical findings regarding the fund managers, the position it is 

normally composed of one person, although this differ for Swedbank Robur and Didner & 

Gerge which has two fund managers. The findings show that all fund managers are men 

within a range from 40-53 years old.  Further, in terms of the education, they all posses an 

higher degree from the university with a background either from business administration or 

engineering. When it comes to the industry experience, all fund managers have a 

considerable long experience within the industry and have worked between 10 to 20 years. 

This shows that there is no major difference of characteristics of the fund managers 

regarding the factors which has been included in investigation. Earlier studies done by 

Chevalier and Ellison (1999) concluded that fund managers who have an MBA are most 

successful. In the authors investigation all fund manager are highly educated, so it is not 

possible to see if the education affect the performance of the fund. Yet, it is possible to 

conclude that all fund companies requires their fund manger to have taken an MBA.  

The efficient market theory is a theory of high importance in the fund industry. The theory 

states that the stock prices always is trustworthy since all relevant information is available 

to all investors and will be reflected in the stock price. However, the fund companies that 

the authors have investigated do not fully agree with Fama’s view of the stock market. The 

goal for both the small independent fund companies and the banks is to study the share 

price development and invest in undervalued companies. Hence, at least in the small -and 

medium term, they argue a stock can be mispriced. If the capital market is efficient it would 

not exists any mispriced stocks as a result that all relevant information is reflected in the 

stock price. All six fund companies are thus skeptical to this reasoning and it is not 

consistent with their view of the market.  

Based on fact that the fund companies are doubtful that the market is efficient, they believe 

it is possible to beat the market. Active management is therefore a possible strategy and is 

also the strategy all six fund companies have chosen to apply. Active management is based 

on forecast about the future and to beat a relevant benchmark. According to Elton et Al 

(2011) active management can be divided in to three categories; market timers, security 

selectors and sector selector. It is possible to identify a tendency that both the small 

independent fund companies and the banks use the two first mentioned more intensely.  

In order to evaluate how actively managed the different Sweden funds have been, turnover 

ratio and tracking error have been used. The turnover ratio indicates how many times the 

portfolio has been changed during the year. The result from the findings shows that the 

funds managed by the banks all have a turnover ratio of 0.4. The small independent fund 

companies have a turnover ratio from 0.43 to 1.0. Those findings indicate that that the 

turnover ratio is higher for the small independent fund companies. The results, that are 

showing that the small independent companies have a higher turnover rate, may be an 

indicator that they are active in a greater degree than the larger companies. However, a 

possible reason why the banks have a lower turnover ratio may be because they have a 

substantially higher holding than the smaller companies. This will probably affect how 
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much the portfolio is traded over time. Since the banks portfolios are larger, it may be 

difficult to turn over the portfolio in the same extent as the small independent companies. 

Tracking error is another indicator that detect that the small independent fund companies’ 

Sweden funds are more actively managed than banks’ Sweden funds. All of the 

independent fund companies shown higher figures than the banks. Didner & Gerge 

Aktiefond has the highest tracking error of 11.19 % whereas SEB Sverigefond has 1.5 %.  

One of the observations the authors has made is related to the funds’ analyzing process. All 

six fund companies make use of both external and internal analysis. The responsible fund 

manager is mainly responsible for the analysis process and makes decisions based on his 

own assessments. However, it is possible to see a trend that the banks’ fund companies in a 

higher extent use their own analysts to value a company than the independent companies 

do. Both Nordea and Swedbank state that their independent analyzes process is of high 

importance and is a central part in the analyzing process. It is reasonable to believe that 

since the banks are belonging to larger groups, where collaboration exists, giving them 

favor in the analyzing process. Their in-depth internal analyzing processes that are 

supplemented with external analysis provide a broad basis to value a company. None of the 

smaller fund companies mentioned that they have specialized departments for analysts.  

Fundamental analysis is the analyzing technique more or less both the small independent 

fund companies and the banks take use of. Two of the independent fund companies, 

Lannebo Fonder and Enter Fonder, express that the fundamental analysis is the foundation 

of their investment process. Also, SEB’s Peter Norhammar mentions that he is doing 

fundamental company analysis to forecast what a share will be worth in the long run. 

Mattias Kindstedt at Nordea explains more in detail three key valuation measures for 

valuing a company. His explanation how to value a company is relatively well consistent 

what Nilsson et Al (2002) describes as a fundamental analysis. Since all six fund 

management companies strive to achieve stable returns over the long term, using the 

fundamental analysis technique seems favorably, independent if the fund company belongs 

to a larger organization or is independent.  

All six Sweden funds that participated in the investigation have a high risk level. Generally, 

this is a consequence of that they are equity funds that concentrate their investment to one 

country, Sweden. The banks using own ranking system when they value the risk level of 

their funds. All classify their Sweden funds to the highest or second highest level on the 

risk scale. The small independent fund companies do not take use of any risk scale but 

classify their Sweden fund to a high risk fund. Since the risk assessment is done by the fund 

companies themselves, it is difficult to make a fair assessment based on these data. 

Standard Deviation is one measure that can be used to measure the risk level of a fund. 

When studying the standard deviation over the last 3 years one can conclude that there are 

no significant differences between the banks’ Sweden funds and the independent fund 

companies’ Sweden funds. However, one fund which deviates slightly from the others is 

the small independent fund Didner & Gerge Aktiefond. They have a slightly higher 

standard deviation than the other once, which also may indicate that their risk level, in 

some extent, is higher. Holdings in the fund are another indicator to investigate when 
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estimating the risk level. SEB Sverigefond, Swedbank Robur Sverigefond and Nordea 

Sverigefond all belong to the category which has the higher amount of holdings. A larger 

amount of holdings indicates a high level of diversification and therefore a lower risk level. 

The small independent Sweden fund’s have all low amount of holdings.  This trend may 

indicate that independent fund companies’ Sweden funds have a higher risk level than the 

large fund companies. Furthermore, the Beta value is another risk measure. Yet, when 

studying the Beta figures over a three year period, it is not possible to see any trend or 

difference dependent if the fund is independent or belongs to a large fund company. 

This part will attempt to analyze the findings from a large data set. It will function as a 

complement to the previous section. In order to analyze the quantitative data from the 18 

observation of the different funds, there have been several tests regarding the means for 

the two samples. The two samples are divided into two groups, the first sample contain the 

small independent fund companies and their Sweden funds. It involves four funds, Didner 

& Gerge Aktiefond, Lannebo Sverige, Enter Sverige and Spiltan Aktiefond. The second 

sample contains the rest of the investigated funds which represent the large fund 

companies and their Sweden funds. Furthermore, there has also been computed a model 

which will attempt to explain what factors is of significance for a better performance. All 

calculation is computed with Gretl.   

H1 – There is a difference in the accumulated return  

To test whether there is any significant difference in terms of the accumulated return over 

ten years between the groups, a test using Gretl was conducted. A null hypothesis was 

formulated to test if there are any differences in accumulated return between the two 

groups.   

 H0:                 

 HA:                

By using a 95 % confidence interval for the test gave the one-tailed p-value of 0.02014 for 

the test. The result show that the exits a difference between the two groups and therefore 

the null hypothesis can be rejected since α value is 0.05. There is proof that there exists a 

statistical difference between the two samples. This indicates that sample 1 has a better 

accumulated return.  
 

Null hypothesis: Difference of means = 0 

 

Sample 1: 

 n = 4, mean = 147,403, s.d. = 36,453 

 standard error of mean = 18,2265 

 95% confidence interval for mean: 89,3983 to 205,408 

 

Sample 2: 

 n = 14, mean = 102,075, s.d. = 35,6755 

 standard error of mean = 9,53467 

 95% confidence interval for mean: 81,4768 to 122,674 

 

Test statistic: t(16) = (147,403 - 102,075)/20,3095 = 2,23187 

Two-tailed p-value = 0,04027 

(one-tailed = 0,02014) 
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Table 6-1 Acculmated return                       (Svensson & Jademyr) 

H2 – The management fee differ  

In order to investigate the management fee for the two groups a t-test was carried out. The 

null hypothesis was formulated to test if there is any difference in management fee between 

the two groups.  

 H0:                 

 HA:                

Using a 95 % confidence interval the null hypothesis cannot be rejected. The p-value of the 

one-tailed was calculated to 0.127. This implies that there is no statistical evidence that 

there is any difference between the groups.   

 

Null hypothesis: Difference of means = 0 

 

Sample 1: 

 n = 4, mean = 0,01505, s.d. = 0,00206801 

 standard error of mean = 0,00103401 

 95% confidence interval for mean: 0,0117593 to 0,0183407 

 

Sample 2: 

 n = 14, mean = 0,0127643, s.d. = 0,00364704 

 standard error of mean = 0,000974714 

 95% confidence interval for mean: 0,0106585 to 0,01487 

 

Test statistic: t(16) = (0,01505 - 0,0127643)/0,00193169 = 1,18327 

Two-tailed p-value = 0,254 

(one-tailed = 0,127) 

 

Table 6-2 Management fee                        (Svensson & Jademyr) 

H3 – The number of shares varies depending on the type of company and fund.  

A statistical analysis was conducted to test whether there is any difference in the number of 

shares in the portfolio between the groups. The hypothesis is the following;  

 

 H0:                 

 HA:                

Through testing with a 95 % confidence interval, the one-tailed p-value 0.02437 was 

calculated. Since the α value is 0.05 the result prove that there is a difference by comparing 

both groups. Hence, the null hypothesis can consequently be rejected. This implies that the 

small independent fund companies have a lower number of shares.  
 

 

 

 

Null hypothesis: Difference of means = 0 

 

Sample 1: 

 n = 4, mean = 28,25, s.d. = 4,57347 

 standard error of mean = 2,28674 

 95% confidence interval for mean: 20,9726 to 35,5274 
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Sample 2: 

 n = 14, mean = 56, s.d. = 25,359 

 standard error of mean = 6,77747 

 95% confidence interval for mean: 41,3582 to 70,6418 

 

Test statistic: t(16) = (28,25 - 56)/13,008 = -2,13331 

Two-tailed p-value = 0,04873 

(one-tailed = 0,02437) 

 

Table 6-3 Number of shares                       (Svensson & Jademyr) 

H4 – The total rating is different.  

 

In order to investigate if there are any differences regarding the total rating from 

Morningstar between the two groups a t-test was conducted. The test was calculated 

through Gretl.  Moreover, a null hypothesis was formulated.    
 

 

 H0:                 

 HA:                

The hypothesis was tested with a 95 % confidence interval, which provided the one-tailed 

p-value 0.4091.  As a result, the null hypothesis cannot be rejected and the result show that 

there is no statistical difference regarding the total rating of the mean between the two 

groups.  

 

Null hypothesis: Difference of means = 0 

 

Sample 1: 

 n = 4, mean = 3,75, s.d. = 1,25831 

 standard error of mean = 0,629153 

 95% confidence interval for mean: 1,74775 to 5,75225 

 

Sample 2: 

 n = 14, mean = 3,85714, s.d. = 0,662994 

 standard error of mean = 0,177192 

 95% confidence interval for mean: 3,47434 to 4,23994 

 

Test statistic: t(16) = (3,75 - 3,85714)/0,458498 = -0,233682 

Two-tailed p-value = 0,8182 

(one-tailed = 0,4091) 

 

Table 6-4 Rating                        (Svensson & Jademyr) 

H5 – The alpha value vary depending on the type.  

 

A t-test was conduct to investigate if the Alpha differs by comparing the two samples. With 

the intention to see if there is any significant difference, a null hypothesis was formulized.  

 

 H0:                 

 HA:                



 

 51 

By using a confidence interval of 95 % the one-tailed p-value was 0.00548, which is 

significant lower than the alpha value at 0.05. Therefore we can reject the null hypothesis 

that is stated and conclude that there is a difference concerning the mean of the Alpha.  
 

 

Null hypothesis: Difference of means = 0 

 

Sample 1: 

 n = 4, mean = 4,375, s.d. = 3,73486 

 standard error of mean = 1,86743 

 95% confidence interval for mean: -1,56799 to 10,318 

 

Sample 2: 

 n = 14, mean = 1,17143, s.d. = 1,23689 

 standard error of mean = 0,330572 

 95% confidence interval for mean: 0,457271 to 1,88559 

 

Test statistic: t(16) = (4,375 - 1,17143)/1,11366 = 2,87662 

Two-tailed p-value = 0,01096 

(one-tailed = 0,00548) 

 

Table 6-5Alpha                        (Svensson & Jademyr) 

 

H6 – The Sharpe ratio differ.  
 

By using the test statistical calculator from Gretl to perform a test, the authors have 

investigated if there is a statistical difference between the two samples in terms of the share 

ratio. Hence, a null hypothesis was formulated to test whether they differ.  

 

 H0:                 

 HA:                

Through testing the hypothesis with a 95 % confidence interval the calculation of the one-

tailed p-value is larger than 0.05, therefore the null hypothesis cannot be rejected. This 

implies that there is no statistical evidence of difference between the samples regarding the 

Sharpe ratio.  
 

 

Null hypothesis: Difference of means = 0 

 

Sample 1: 

 n = 4, mean = 0,4375, s.d. = 0,109049 

 standard error of mean = 0,0545245 

 95% confidence interval for mean: 0,263979 to 0,611021 

 

Sample 2: 

 n = 14, mean = 0,408571, s.d. = 0,0446968 

 standard error of mean = 0,0119457 

 95% confidence interval for mean: 0,382764 to 0,434379 

 

Test statistic: t(16) = (0,4375 - 0,408571)/0,0351914 = 0,822036 

Two-tailed p-value = 0,4231 

(one-tailed = 0,2116) 

Table 6-6 Sharpe ratio                       (Svensson & Jademyr) 
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An Ordinary least squares, (OLS) was performed through Gretl by using the observations 

in the investigation. The intention is to investigate the relationship between the number of 

independent variable or predictors given a dependent variable. In the model the dependent 

variable has been selected as the accumulated return. The other three independent variables 

that have been included in the model are: the management, fund size and the type. This is 

to observe which factors contribute to the performance.  

 

The result for the model is presented below. In the model one can see that the type is a 

significant indictor for the accumulated result. The p-value for the type is 0.0825 and show 

that it is an important factor for the performance. Further, this outcome can explain that 

there is a relationship between the type and the performance meanwhile the other variables 

doesn’t show any significance in this model.  

 

Although the model should be considered with caution, since the number of observation is 

limited and the samples are not sufficient, one can draw some conclusions regarding the 

result.  
 

 

Model 1: OLS, using observations 1-18 

Dependent variable: Acc_rtrn 

 

             coefficient   std. error   t-ratio   p-value 

  ------------------------------------------------------- 

  const        38,0668      182,149     0,2090    0,8375  

  fee        1824,79       2869,50      0,6359    0,5351  

  l_fund_s      1,83136       7,59334   0,2412    0,8129  

  Type         42,7700       22,8643    1,871     0,0825  * 

 

Mean dependent var   112,1481   S.D. dependent var   39,79673 

Sum squared resid    19947,31   S.E. of regression   37,74662 

R-squared            0,259132   Adjusted R-squared   0,100375 

F(3, 14)             1,632254   P-value(F)           0,226920 

Log-likelihood      -88,63519   Akaike criterion     185,2704 

Schwarz criterion    188,8319   Hannan-Quinn         185,7615 

 

Excluding the constant, p-value was highest for variable 14 (l_fund_s) 

 

Table 6-7 Ordniary least sqauares model                       (Svensson & Jademyr) 
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7 Conclusion 

This chapter contains a final conclusion of the thesis. The purpose with this section is to appeal the research 

questions that were formulated in the first chapter of this thesis. The aim is to give the reader clear and 

distinct answers on each question and simultaneously answering the purpose with this paper.  

The authors’ intention with this thesis was to investigate if there are differences between 

large companies’ Sweden funds and small independent companies Sweden funds, through 

analyzing the development of the funds’ performance and reviewing their organization and 

strategies. Generally, the performance result indicates a consistency within a Sweden fund 

industry. However, through a statistical test of 18 Sweden funds, the authors concluded 

there are differences between the two types regarding the accumulated return. Small 

independent fund companies’ Sweden fund showed better result. According to the model 

Ordinary Least Squares that was performed, the type is a significant factor regarding the 

accumulated return. This can further testify that the type is of importance. 

Another statistical test showing that there are differences between the two groups is related 

to Jensen’s Alpha. The model is a risk-adjusted measurement of the portfolio performance 

and it estimates the ability of the manager to contribute to the fund’s return. Further the 

model measure the difference of the actual return and the expected return given the level 

of risk. The statistical test showing that small independent fund companies’ Sweden funds 

have higher figures than the large fund companies. This is strength for the small 

independent companies since a high positive alpha values out that the fund performs better 

then the beta value suggest.  

Generally, looking at the management strategy, related to the two types of fund companies’ 

Sweden fund, there are no significant differences. In the study, based on the smaller 

sample, both the banks and the independent fund companies do not rely on the efficient 

market theory. Instead, they use the active management strategy as their main investment 

strategy. It is possible to see a trend that the small independent fund companies’ Sweden 

funds are actively managed in a higher degree than the banks. This is due to that the 

turnover ratio and tracking error showing higher figures for the small independent 

companies’ Sweden funds.  One of the major differences between the two types, regarding 

the management strategy, is coupled to the analyzing process. It is possible to see a 

tendency that the banks’ fund companies in a higher extent use their own analysts to value 

a company than the independent companies do. This may give them a favor when 

analyzing a company, since they have access to both a wide range of external and internal 

information. Furthermore, holdings are another factor that is different between the two 

types. The banks have a higher amount of holding compared to the small independent 

companies’ Sweden funds. A larger amount of holdings indicates a high level of 

diversification and therefore a lower risk level. This trend may indicate that independent 

fund companies’ Sweden funds have a higher risk level than the large fund companies. A 

statistical test of 18 Sweden funds also confirms this reasoning.  
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Regarding how much the two types differ from each other when it comes to organizational 

structure of the companies, there is some oblivious differences. First, the banks’ fund 

companies have been active for more than 40 years whereas the small independent fund 

companies have operated about 10-15 years. Hence, the banks’ organizations possess much 

more experience of the fund market. Second, the banks have variety of 100-150 funds 

meanwhile the small independent offer just 2-11 funds. In addition, the banks’ funds 

intention is to invest Swedish large- and medium sized companies. However, the small 

independent fund companies tend to invest in a wider range of different sizes of 

companies. 

Moreover, the banks’ fund companies consist of larger teams and departments that 

collaborate, whereas the smaller independent fund companies’ organizations are narrowed 

into a few persons working with each particular fund. 
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8 Discussion  

This chapter will cover different topics and issues during the development of the thesis.  It will make 

recommendations of further studies which can be carried out. Further, this part will also comment on the 

strengths and weaknesses of the study. 

As mention earlier, the mutual fund industry consists of several fund companies which 

provide a large amount of different types of fund. The authors realized problems with the 

assessment of the mutual funds. The first intention was to investigate the difference in the 

fund management between smaller independent fund companies and banks with a more 

qualitative approach. In order to compare the two groups, one Sweden fund was included. 

The authors aim was to understand the underlying reasons regarding the performance and 

what factors that could be of importance for that matter. During the process and the 

development of the report, the authors realized that there were some issues to retrieve full 

information regarding the fund management and processes. This may been due to the 

questionnaire asked in the in-depth interviews, which could have been set up in a different 

way. However, it might not be possible to gain the full knowledge about the fund 

management, since the respondents might not want to disclose all information. Moreover, 

this consequence might lead to some limitations of the thesis.  

In order to attempt to solve these issues, both qualitative and quantitative data is included 

in the research. The intention was also to broaden the thesis and the authors believe that 

this will improve the knowledge base and width. The thesis has been formed in two 

dimensions to create an outline that was easier to review. The authors conclude that one of 

the weaknesses in the investigation is the small sample. This issue is due to the time frame 

and therefore it was not possible to obtain a large sample. The authors are aware of this 

fact and thereby suggest that the conclusion should be reviewed with some caution.  

Regarding further studies, the authors believe it would be of interest to expand the 

investigation to a larger sample in the research. By including more participants will increase 

the strength of the result and give more credibility. This will also cover more of the mutual 

fund industry and make an improved observation in order to draw more conclusions about 

the industry. Moreover, the authors believe that it would be favorable to add more 

different funds from each company in order to fully evaluate a fund company and their 

management. Since the thesis is narrow down to only Sweden funds and the Swedish 

market mainly, there might be found difference in other types of funds which can further 

evaluate the fund companies.  
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Appendix 1 

 

Preliminary questions 

Full name  

Education  

Career 

Number of years in the business  

Current position / Job assignments 

 

About the fund company  

What is your profile for the fund company?  

What distinguish your fund company in comparison to other?  

How does your organization look like?  

 

About the Fund 

When did the fund start?  

How many are working with the Fund? 

What is the organization within the fund look like? 

 

Fund management  

What strategy do you have regarding your stocks selection of fund? 

How does your fund management look like? 

What is your investment philosophy? 

What is your investment policy?  

What is your time horizon for the Fund? 

Please describe your investment process? 

How often are there changes in the portfolio? 

How do you monitor your investments? 

 

Analysis 

What methods do you use? 

How extensive is your analysis activities? 

Do you use external analysis? 

 

Risk and return 

What is your return goal?  

How do you assess that you have achieved your goals? 

What is your risk profile? 

Which risk measures do you use? 

Why? 

What risks do you see as most important for your fund? 

How do you work to manage risk short-term and long term? 

 



 

 

Views on Theory 

What do you think of the modern portfolio theory? 

What is your view about the efficient market hypothesis? 

 

Active Management 

What is your active management look like? 

What benchmark do you compare with? 

How do you differ from the index? 

 

General questions 

What distinguishes you from other Sweden funds? 

How do you view the stock market in general? 

How do you view your Morningstar Rating? 

Do you think it gives a true and fair view? How does the rating of your work? 

How do you rate your performance as a whole during the last period? 

 

 



 

 

Appendix 2 

 

Fund name  Start date    Fund Manager                 

ODIN Sverige  1994-10-31   Nils Petter Hollekim 

Spiltan Aktiefond Sverige 2002-12-02   Pär Andersson 

Carnegie Sverigefond  1987-01-08   Simon Blecher 

Carlson Sverigefond  1992-07-22   Henrik Asplund 

AMF Aktiefond Sverige  1998-12-30  John Hernader 

Öhman Sverigefond   1996-03-20   Tobias Övelius 

Skandia Aktiefond Sverige 1991-03-05  Per Colleen 

Folksam Aktiefond Sverige 1994-09-05   Ian Raftell & Johan Ljungqvist 

Länsförsäkringar Sverigefond 1990-12-10   Magnus Matstoms 

Handelsbanken Sverigefond 1988-04-25   Christian Brunlid 

Didner & Gerge Aktiefond Sverige 1994-10-21                  Adam Gerge & Henrik Didner 

Lannebo Sverige  2000-07-31  Lars Bergkvist 

Enter Sverige  1999-12-01       Hans Lundeberg & John Bornstein 

SEB Sverigefond          1984-12-31              Peter Norhammar  

Swedbank Robur Sverigefond 1967-06-01          Ingemar Syréhn & Patric Näslund 

Nordea Sverigefond  1978-01-01  Mattias Kindstedt 

Aktie-Ansvar Sverige  1992-01-01  Lars-Erik Lundgren 

Danske Invest Sverige   1998-02-05  Ulric Grönvall  



 

 

Appendix 3 
 

 

Fund name – Yearly Return % 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Ack  

ODIN Sverige   11,13 27,25 - 5,65 44,53 23,39 40,27 31,76 - 10,95 - 39,39 62,14 25,43  209,91 

Spiltan Aktiefond Sverige      75,00 12,91 34,94 29,45 0,00 - 47,55 51,16 32,84  188,75 

Carnegie Sverigefond  - 4,90 - 8,58 - 21,53 23,35 15,48 31,27 33,69 - 2,81 - 33,27 49,88 21,29  103,87 

Carlson Sverigefond  - 8,02 -12,55 - 35,54 32,50 13,92 36,02 24,76 - 4,81 - 35,27 52,19 26,94  90,13 

AMF Aktiefond Sverige  12,67 - 5,15 - 26,20 30,78 20,03 37,17 30,60 - 3,85 - 37,79 54,91 26,42  139,61 

Öhman Sverigefond  - 9,64 -12,53 - 37,81 34,54 11,36 31,54 24,41 - 2,99 - 35,89 48,59 26,09  77,67 

Skandia Aktiefond Sverige  - 5,16 - 10,85 - 34,54 32,86 13,73 35,01 27,05 - 3,62 - 36,99 53,92 27,75  99,17 

Folksam Aktiefond Sverige  - 8,98 - 11,36 - 34,80 30,09 19,01 33,93 26,02 - 2,98 - 40,18 53,68 25,66  90,09 

Länsförsäkringar Sverigefond  - 12,72 - 11,89 - 37,22 31,85 17,44 31,46 22,82 - 3,96 - 35,06 48,42 27,15  78,28 

Handelsbanken Sverigefond  - 16,53 - 11,60 - 39,15 29,53 12,53 35,69 25,61 - 0,96 - 38,95 54,18 25,52  75,87 

Didner & Gerge Aktiefond Sverige  15,61 5,68 - 34,03 33,41 20,97 34,01 19,22 0,47 - 42,12 83,29 29,50  166,00 

Lannebo Sverige   12,33 - 30,19 30,69 14,29 28,66 25,57 - 8,23 - 35,88 56,44 31,94  125,63 

Enter Sverige  - 8,42 - 7,21 - 36,81 32,99 18,02 31,37 28,15 1,54 - 43,16 65,72 27,04  109,23 

SEB Sverigefond  - 11,66 - 10,42 - 38,34 33,32 16,59 29,83 25,49 - 3,65 - 39,07 54,11 23,52  79,71 

Swedbank Robur Sverigefond  - 11,98 - 10,91 - 35,30 33,48 20,63 36,74 29,37 - 3,32 - 41,02 56,32 25,91  99,92 

Nordea Sverigefond - 9,35 - 17,84 - 40,55 32,78 13,91 32,70 29,12 - 2,80 - 38,20 53,20 20,75  73,71 

Aktie-Ansvar Sverige - 4,75 - 6,05 - 25,23 26,93 16,17 36,64 28,34 - 3,45 - 40,26 48,32 25,12  101,76 

Danske Invest Sverige   - 4,72 - 9,42 - 30,01 22,75 18,41 35,88 26,59 - 6,30 - 38,72 68,72 26,17  109,36 



 

 

Appendix 4 

 

Fund – 3 years Alfa Beta Sharpe ratio  

Odin Sverige 2,9 0,8 0,37 

Spiltan Aktiefond Sverige 1,4 0,7 0,30 

Carnegie Sverigefond 0,6 0,9 0,40 

Carlsson Sverigefond 2,5 1,0 0,47 

AMF Aktiefond Sverige 1,4 1,0 0,43 

Öhman Sverigefond 1,5 1,0 0,44 

Skandia Aktiefond Sverige 1,8 1,0 0,44 

Folksams Aktiefond Sverige 0,2 1,1 0,38 

Länsförsäkringar Sverigefond 1,9 1,0 0,45 

Handelsbanken Sverigefond 0,8 1,0 0,40 

Didner & Gerge Aktiefond Sverige 8,4 0,9 0,53 

Lannebo Sverige 6,7 0,8 0,52 

Enter Sverige 1,0 1,0 0,40 

SEB Sverigefond 0,5 1,0 0,39 

Swedbank Robur Sverigefond 0,0 1,0 0,37 

Nordea Sverigefond  0,4 1,0 0,38 

Aktie-Ansvar Sverige -1,3 1,0 0,32 

Danske Invest Sverige 3,2 1,1 0,48 

 

 

 


