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Abstract 

In this thesis the authors have studied financial innovations with focus on the portfolio 

bond for occupational pension. The portfolio bond is a new investment alternative in the 

Swedish market for occupational pension and the authors want to estimate the future of 

the portfolio bond and the risks the portfolio bond might bring to future pension capital. 

As more responsibility of the administration of occupational pension is put on the indi-

vidual person the authors want to find if the demand for the portfolio bond will increase 

and whether or not the portfolio bond increases the risk taking in investments. 

The authors will use both qualitative and quantitative methods. Interviews have been 

performed with six of the leading banks and pension institutions in Sweden. Thereafter 

a survey has been conducted in order to find the opinions of the population. In order to 

estimate the future of portfolio bond the authors want to see how many of the banks and 

pension institutions that are in the process to develop the portfolio bond of their own. 

The authors also want to find the professionals point of view when it comes to risks 

with the portfolio bond. With the survey the authors hope to find out the demand of the 

portfolio bond and the expectations on the future demand. To find the risks the portfolio 

bond might bring on future pension capital the authors need to know the knowledge and 

the level of risk taking among the population as well. 

The authors found that four out of the six pension institutions are in the process of de-

velop the portfolio bond. The results from the empirical studies also show a strong be-

lief that the demand for portfolio bond will increase in the future. The opportunities of 

the portfolio the bond seem to overcome the risks. However, all results show that the 

choice of using the portfolio bond in the administration of the occupational pension 

shall always go hand in hand with the consultation of a financial advisor. 
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Word Definitions 

 

Capital assurance – Kapitalförsäkring 

Capital gains taxation – Reavinstskatt 

Customer – In this thesis customer refers to the employee that receives occupa-

tional pension payments from the employer. The customer can choose the portfo-

lio bond only if the employer has an agreement with a pension institution with the 

portfolio bond in their supply of investment alternatives 

Equity linked note bond – Aktieindexobligation 

Government pension fund – Statens allmäna pensionsfond 

National pension – Allmänpension 

Occupational pension – Tjänstepension 

Pension Institution – Can be a bank or other company that provides products for 

retirement savings 

Portfolio Bond – Depå försäkring. In this thesis the authors are talking about the 

portfolio bond for occupational pension. Depå försäkring tjänstepension in Swe-

dish. 

Private retirement savings – Privat pensionssparande When discussing private 

retirement savings in this thesis the authors mean savings connected to pension in-

surance. 

Securities – Different financial instruments 

Standard tax rate – Schablonskatt 

Unit- linked insurance – Fondförsäkring 

Tax of capital gain – Avkastningsskatt 
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1 Introduction 

In the introduction the authors will introduce and tell the background to the subject. 

The introduction will give the reader a brief summary over what will later be more cla-

rified. Further a problem discussion can be found where the authors will describe the 

problems that might come from the portfolio bond. In the end of this section one can 

find the purpose of the thesis and a few questions the authors hope to answer along the 

way. 

During the last decades there have been changes in the pension system of countries all 

over the world. In Europe, tendencies are moving towards a more coordinated pension 

system. Researchers are claiming there is a need for a rapid and comprehensive reform 

of the pension system in many of the member states in the European Union. Although 

there are possibilities to request cooperation with the European Union, little has been 

done among the member countries (Holzmann, 2006). Changes in the pension system 

are one of the determinations for financial innovations, among others. The importance 

and availability for financial innovations to take place are widely argued by economists. 

M. Miller (1986) describes the development in the financial market as “…the word rev-

olution is entirely appropriate for describing the changes in financial institutions and in-

struments that have occurred in the past twenty years”. The experience of the authors is 

that there exists a lack of information regarding clear determinants of financial innova-

tions. Instead several authors discuss the findings of the characteristics of innovations in 

general. The authors believe that determinants of innovations can be changes in gov-

ernment regulations, customer demand, innovations abroad, and technology innovations 

among others. As Danica was one of the first to introduce the portfolio bond on the 

Swedish market, the authors have asked Patrik Uväng who is working for Danica of the 

reason behind the introduction of the portfolio bond. He mentions that for the introduc-

tion of the portfolio bond there were no particular determinants. At Danica they got the 

idea to introduce the portfolio bond on the Swedish market and hired lawyers in order to 

see if there were any regulations blocking the introduction of the portfolio bond (P. 

Uväng, interview, 2011-02-24). 

Sundén (2006) discusses the fact that the latest developments of the pension system in 

Sweden and the changes in the structure of the pension system have moved the respon-

sibility and risk to the individual customer (cited in Holzmann, R. & Palmer, E.E., 2006). 

Even though Patrik Uväng mentions there were no particular determinants in the intro-

duction of the portfolio bond the authors still think that changes in the pension system 

might have caused companies to look for new innovations. Because of these changes 

among others, the authors find it desirable for financial innovations to take place in the 

market for pension products. A few companies saw an opportunity for a financial inno-

vation in the market of occupational pension and introduced the portfolio bond for Swe-

dish customers (Sundra, 2010). 

The Swedish pension system is composed of three major parts; national pension, occu-

pational pension and private retirement savings. The national pension is in turn divided 

into two parts; income pension and premium pension (Oxenstierna, 2010). Due to new 

regulations and trends the occupational pension has become an important part of the to-

tal pension (Carlsson, 2011). In the Swedish pension system for occupational pension, 

two investment alternatives have been available. Traditional pension insurance is an in-

vestment alternative for the person with little or no interest in the financial market. This 
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investment alternative is for the individual who wants someone else to administrate the 

capital and who wants a guaranteed return. The second product is the unit-linked insur-

ance. This product is for customers who want to handle the administration themselves. 

In the unit-linked insurance the individual choose what funds to invest in themselves. 

Changes in the market for pensions as well as demand for new products have made 

pension institution to look at financial innovations within the occupational pension. A 

few years ago a financial innovation entered the market of occupational pension. The 

new product is the portfolio bond and has the same characteristics as the unit-linked in-

surance, with the difference of the supply of securities the individual can choose be-

tween. Within the portfolio bond the customer can choose to invest in any security from 

the major stock exchanges in the world. In this paper the authors want to estimate the 

future of the portfolio bond and the risks the portfolio bond might bring to future 

pension capital. As more responsibility of the administration of occupational pension is 

put on the individual person the authors want to find if the demand for the portfolio 

bond will increase and whether or not the portfolio bond increases the risk taking in in-

vestments. 

The result from the research is that the portfolio bond will in the future be a strong 

product on the market for occupational pension in Sweden. The authors also found that 

the beliefs are the portfolio bond will in time replace the unit-linked insurance as both 

have the same characteristics and only differ in the supply of securities the customer can 

choose between. As the portfolio bond has a greater supply of securities, the belief is 

that the portfolio bond will attract more customers and in time replace the unit-linked 

insurance. 

1.1 Outline of the Thesis 

This thesis will be divided into seven parts. Below is an overview of each part and what 

the reader can expect from each part of the thesis: 

1. Introduction - The first part will include a brief introduction to the subject and 

the Swedish pension system. Thereafter the authors will have a problem discus-

sion where the authors will clarify the problem. In the end of this section one 

can find the purpose of the thesis and a few questions the authors hope to answer 

along the way. 

2. Theoretical Framework – In this section the authors will describe the back-

ground to the subject and the Swedish pension system. Thereafter the authors 

will look at theories that can be used in order to estimate the future popularity of 

the portfolio bond, as well as the risks associated to it. 

3. Method – In this section the authors will explain the methods and research ap-

proach used in the thesis. The collection of data will be described as well as the 

procedure of the interviews and the survey 

4. Empirical results – In this part of the thesis the authors will present the results 

from the interviews and the survey. In the end there is a summary of the empiri-

cal results. 
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5. Analysis – In the analysis the authors will use the frame of references in order to 

throw light on the empirical results. The frame of references will be used and 

compared with the observations of the empiric research. 

6. Conclusion – In the conclusion the authors will summarize the findings of the 

thesis. 

7. Future Studies/ Discussion – Here the authors will look at future studies that will 

be interesting in the area of occupational pensions. In this section the authors 

will also discuss strengths and weaknesses of their own investigation under the 

headline self-criticism. 

1.2 Problem Discussion 

The portfolio bond creates opportunities for investors who would like to actively invest 

the occupational pension. Today the portfolio bond is only offered by a few companies 

and many customers do not know about it. However if the portfolio bond becomes big-

ger in the market it is crucial to investigate the risks it might cause on future pension 

capital. The opportunity of higher return is correlated with larger risks therefore it is 

crucial to have deep knowledge of both financial investments and occupational pension 

in order to understand the risks associated with this product. The knowledge of stocks 

and other securities are limited among the general population and if we can learn any-

thing from financial crisis it is that no one knows what is around the corner. Portfolio 

bond gives everyone the opportunity to do whatever they want with the occupational 

pension. Even the risk taking is totally up to the individual person. When so much re-

sponsibility is put on the individual person it is crucial for each person to have the 

knowledge required. Today people tend to lack interest in their pension therefore the 

portfolio bond might be a risk where individual people make investment decisions 

without knowing the consequences. What is seen in the unit-linked insurance is that 

people tend to choose a product that requires an engagement in the hope to receive a 

higher return even though they do not have neither the time or interest (J. Andersson, in-

terview, 2011-03-01). The lack of knowledge combined with more responsibility might 

be a risk for the future pension capital and leave the future senior citizens with lower 

pension payments. 

1.3 Research Questions 

In this paper the authors aim to answer the following questions; 

 Do other pension institutions offer the portfolio bond today or are about to de-

velop the portfolio bond? 

 Do pension institutions believe that the market is heading towards the portfolio 

bond? 

 Is there a demand of the portfolio bond among the population? 

 Is the general population willing to take risks with their occupational pension? 

 What is the importance of financial guidance in administration of occupational 

pension? 

 Will the portfolio bond be a risk towards future pension capital? 
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1.4 Purpose 

The purpose with this paper is to determine if the portfolio bond will be a popular prod-

uct in the future. The authors want, first of all, to find out if there are more pension in-

stitutions that are about to develop the portfolio bond. Thereafter the authors want to 

find the opinion of professionals whether or not the market is heading towards the port-

folio bond. The demand of the portfolio bond will also be estimated to the purpose of 

this thesis. 

The second part will be to estimate the risks of the portfolio bond. If it becomes com-

mon to invest occupational pension in all types of securities what risks will this have on 

the future. The authors want to find the level of risk taking and knowledge of the popu-

lation. Thereafter the authors will try to estimate the importance of a financial advisor in 

the use of the portfolio bond. 

The expectations of the authors are to find that the demand for the portfolio bond will 

increase and the portfolio bond will be even more wanted in the future. However, the 

authors believe this might involve a risk towards future pension capital. Therefore the 

first hypothesis of the thesis is that the portfolio bond will be popular in the future. The 

second hypothesis is that the portfolio bond will increase the risk towards future pension 

capital. 
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2 Frame of References 

In the theoretical framework the authors will start with a background to the subject. The 

authors will discuss the new pension system and why there is a room for financial inno-

vations in the market for occupational pension products. The authors will describe the 

three ways to invest the occupational pension, including the portfolio bond. In the part 

of theories the authors will estimate the popularity of the portfolio bond in the future by 

looking at the interest and popularity of the portfolio bond by the population. The au-

thors will try to explain the interest and popularity by using theories such as involve-

ment theory and buyer behavior. The second part will be to estimate the risks of portfo-

lio bonds where the authors look at the attitudes towards risks and investing behavior. 

Researchers are claiming there is a need for a rapid and comprehensive reform of the 

pension system in many of the member states in the European Union. Both current and 

future member countries are in the need of making their pensions systems financially 

sustainable (Holzmann, 2006). Holzmann & Palmer presented in 2006 news of several 

member states regarding the financial conditions of their national pension systems. The 

outcome is that many of the pensions systems within the European Union and other 

countries in Europe are in need of a reform and the need to act very soon to avoid fur-

ther implications. 

According to Holzmann & Palmer there are three main reasons for the needed reform. 

These are high expenditure level and budgetary pressure, ongoing socioeconomic 

changes making the current retirement income inadequate, and the ongoing globaliza-

tion that creates both opportunities and challenges. The globalization requires for more 

flexibility across the pension market as countries, and their financial markets, get more 

and more integrated with each other (Holzmann & Palmer 2006). These are just some 

factors that call attention for political reforms in order to reform pension systems all 

over the world. 

The growing population in many countries is another factor that burdens the funding of 

pension systems. The international monetary fund stated in a report from 2005 that ten-

dencies of an aging population will affect the pension system leading to a growth in pri-

vate funded pension schemes (Visco, 2005). Cremer & Pestieau (2000) argue in their 

research that political factors are more important to consider in the problematization 

with an aging population then economic and demographic factors do. 

In the last years there have been changes in the Swedish pension system which moved 

the focus of responsibility to the individual customer (P. Uväng, interview, 2011-02-

24). One change involves less pension from the government due to government budget 

cuts. Another change is the fact that private retirement savings are not tax deductable to 

the same extent as before (J. Carlsson, interview, 2011-03-01). 

Due to these changes the authors find occupational pension an important part of the to-

tal pension. Occupational pension is paid by the employer, therefore the amount and 

conditions involved with occupational pension is different depending on the agreement 

on terms of work and which pension institutions the employer has an agreement with 

(Oxenstierna, 2010). 

Because of these changes among others, the authors find it desirable for financial inno-

vations to take place in the market for pension products. R. Barras (1990) argue for the 
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technical importance in the development of financial innovations. “Information technol-

ogy was ideally suited to handle large volumes of financial transactions data very simp-

ly, quickly, reliably and cheaply” R. Barras (1990). As the development in the informa-

tion technology have been expanding further during the last two decades, since the ar-

ticle written by Barras, the authors see this change as a striving factor for innovations in 

the financial sector which also can apply on the pension market. 

The importance and availability for financial innovations to take place are widely ar-

gued by economists. M. Miller (1986) describes the development in the financial market 

as “…the word revolution is entirely appropriate for describing the changes in financial 

institutions and instruments that have occurred in the past twenty years”. To consider 

these words were written some 25 years ago, one can only imagine the expansion of fi-

nancial innovations that has taken place since then. 

Before there were only two investment alternatives to choose from when investing the 

occupational pension. The products were either traditional pension insurance or a unit-

linked insurance (Z. Radovanovic, interview, 2011-02-07). In the traditional pension in-

surance an insurance company administers the pension capital, which means the indi-

viduals do not have to do anything at all with their capital. In the traditional pension in-

surance you are guaranteed a minimum return. The responsibility therefore lies on the 

insurance company to administer the capital in a way that will meet the guaranteed re-

turn. However, the return of the traditional pension insurance is low (Pensionsmyndig-

heten, 2010). 

In a unit-linked insurance each individual invests the capital himself. The individual has 

to choose what mutual funds to invest in and must seek the knowledge of the funds by 

themselves (Oxenstierna, 2010). This means the responsibility is transferred from the 

insurance company to the individual. No return is guaranteed but the return can be much 

higher than in a traditional pension insurance if the mutual funds increase in value. 

However, the value of the pension capital can also decrease in if the funds will go down. 

Hence, two options have been available. One option that gives a low return and one that 

gives the full responsibility to the customer and a full exposure to the stock market
1
. 

A few years ago a new product entered the Swedish market. Due to the information 

technology development and no visible judicial implications a few companies saw an 

opportunity for a financial innovation in the market for occupational pension and intro-

duced the portfolio bond for Swedish customers. The portfolio bond
2
 has been available 

in other countries before but has now reached the Swedish market. The portfolio bond 

gives the investor the possibility to invest the occupational pension in all products avail-

able on the main stock exchanges. Apart from stocks the portfolio bond gives the inves-

tor the possibility to invest in bonds, options, warrants, derivatives etcetera (Sundra, 

2010). Portfolio bond is a huge step from the two previous products available
3
. The 

portfolio bond puts even more responsibility on the individual because, just as in unit-

linked insurance, the individual has the whole responsibility (M. Andersson & M. Nils-

son, interview, 2011-03-10). The portfolio bond increases the options of each investor 

and creates opportunities. It gives the investor a chance to take advantage of the up-

                                                 
1
 Full exposure because in a unit-linked insurance one can only invest in funds and therefore if the stock 

market goes down the chance is high that the funds will be affected as well. 
2
 Depåförsäkring tjänstepension in Swedish 

3
 Traditional insurance and insurance fund 
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swings in the stock market but secure the capital in the down swings by for example in-

vest in an equity linked note bond. 

The financial innovation of the portfolio bond creates opportunities to maximize the 

value of the occupational pension capital. However, the product means a full risk expo-

sure for the customer as well as the product is complex for the regular investor. The au-

thors therefore believe it is critical to have knowledge of investments before choosing 

the portfolio bond. However, it is up to each individual to seek knowledge before using 

this product. The interest of investments in general is low among the population. There-

fore very few individuals take the time and effort to seek knowledge and learn more. 

The authors believe that some even might chose the portfolio bond without having 

knowledge and therefore will not know what he or she is getting in to. Hence, the port-

folio bond might be risk that people might lose money without realize the risk they were 

taking. They might take higher risks that they intend to. The authors believe it is critical 

with knowledge in not only investments and the characteristics of the portfolio bond, 

but also an economic knowledge in general. The investor must know the market and ad-

just the portfolio for market changes, and the authors believe that people with low 

knowledge and no interest will probably not do so. Therefore the portfolio bond might 

be a risk towards future pension capital. 

2.1 Background 

2.1.1 Determinants of innovations 

As the authors have experienced there exist a lack of information regarding clear deter-

minants of financial innovations. Instead several authors discuss the findings of the cha-

racteristics of innovations in general. Morck & Yeung (2000) describe in their study 

some facts about the determinants of innovations. There are two broad findings of the 

study. First countries that are more innovative tend to be richer and grow faster. Se-

condly, companies who are innovative seem to perform a better financially status and 

have higher share price. They also discuss the situation of innovation in knowledge-

based economies. Here the primary is to be the first innovators as it possess monopoly 

power, rather than be an innovator in order to cut prices and gain economies of scale. 

Further they stress the importance of intellectual property rights
4
 as a major advantage 

for the first innovator. As the development of a new product or service and the entire 

innovation process often requires a huge amount of capital and competent personnel 

large companies are having an advantage in some types of innovations. At last Morck & 

Yeung highlight that for innovations to take place, the national economy are in need of 

liberalized international trade and capital flows. 

2.1.2 The New Pension System of the National Pension 

In 1999 a major reform took place in Sweden that changed the entire pension system. 

The reform was fully adopted in 2003, after over two decades of discussions between 

different unions and employer organizations (Pension Funds Online, 2011). During the 

financial crisis in Sweden in the beginning of the 1990s, the government was compelled 

to fiscal savings and the pension system was affected by a decrease in payouts (Pen-

sionssystemet, 2010). 

                                                 
4
 The exclusive right to the use of person’s creations for a certain period of time. (WTO 2011) 
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Several factors contributed to the abolition of the old pension system. The ATP model
5 

was strongly correlated to political decisions and was used as an economy measure in 

times when the financial situation was poor. Another issue the government had to deal 

with was the ever changing demographic situation, a challenge caused by fewer new-

borns and a growing group of elderly in need of government financed pension capital 

(Pensionssystemet, 2010). 

Depending on the economic and political development of the country, the amount of 

pension people will receive cannot be determined until the day of retirement. In times of 

crisis and poor financial situations there is a minimum part called guarantee pension that 

the government is compelled to pay out from the pension funds. However, if the gov-

ernment currently running short on cash, the income pension and premium pension can 

be used to stimulate fiscal policy (Oxenstierna, 2010). 

2.1.3 Introduction to the Complete Swedish Pension System 

The Swedish pension system is composed of three major parts; national pension, occu-

pational pension and private retirement savings. The national pension is in turn divided 

into two parts; income pension and premium pension (Oxenstierna, 2010). 

 

Figure 1 The structure of the Swedish pension system 

How much a person will receive in national pension is based on the amount of “pension 

points” each person collects during his or her lifetime. Each individual will get pension 

points worth a total of 18.5% of the total salary.
6
 Of the 18.5%, 16% is called income 

pension and 2.5% premium pension. The income pension is administrated by the gov-

ernment pension fund. The premium pension, often called PPM on the other hand is 

administrated by the employee (Oxenstierna, 2010). The national pension is lower now 

than it was before. Before the pension points was based on the income during the 15 

years of highest income. Today it is based on the total income of a life time (Carlsson, 

2011). This means that the amount of which the national pension is based on is lower 

today because now it takes into account even the years of low income and years of stu-

dies etcetera (Carlsson, 2011). Another thing that might affect the national pension is 

the new system of national pension, implemented in 1999. The new system makes it 

possible for the government to withdraw the national pension and pay out only a prede-

fined guarantee pension. This means that if the economic situation of the country 

                                                 
5
 ATP was the name of the Swedish pension model up until 2003 (Pensionsmyndigheten, 2011) 

6
 However you have to earn more than 42.5% of the price base amount in order to earn pension points. In 

2009 the price base amount was 42 800 SEK. Which means in 2009 you had to earn more than 18 100 

SEK per year to get pension points. 
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changes, the government can decide not to pay out the full amount of the national 

pension (Oxenstierna, 2010). The guaranteed pension is the same for everyone, no mat-

ter what the person earned during his lifetime. 

The occupational pension is paid by the employer and the amount depends on the 

agreement on terms of work. The occupational pension is getting more important as 

regulations lately affect the national pension and the private retirement savings (Oxens-

tierna, 2010). 

As for the private retirement savings this part is also affected by new regulations. After 

retirement you will have to pay taxes on the money you will receive from your private 

retirement savings. Therefore, to avoid paying taxes twice you can deduct the taxes to-

day when saving the money in private retirement savings. However, due to a change in 

the law in 2008 the amount of which it is possible to deduct tax upon decreased to 

12 000 SEK per year
7
 (Vikström, 2008). You shall never save more than 12 000 a year 

as this will result in double tax payments and is not profitable (M. Sonnvik, interview, 

2011-02-16).  

All these reasons make the occupational pension critical. The occupational pension is 

received from the employer and the amount depends on the agreement between the em-

ployer and the employee. About 90% of the Swedish workforce have occupational 

pension and everyone with a collective agreement can be sure to receive occupational 

pension. Occupational pension is beneficial as you do not pay taxes until you receive 

the pension payments in the future (Pensionsmyndigheten, 2011). 

So far Swedes have had two product alternatives when investing their occupational 

pension. The first to be introduced to the market was the traditional pension insurance, 

also called “trad” and the second to be introduced was unit-linked insurance (Z. Rado-

vanovic, interview, 2011-02-07). 

A few years ago a third product for the occupational pension came to the market. Spe-

cialists and experts of occupational pension saw an opportunity for a new product which 

developed in a financial innovation for the occupational pension market. The new prod-

uct is called “Portfolio Bond for Occupational Pension”
8
. The new product gives the in-

dividual the possibility to invest directly in stocks, bonds, etcetera, in the major stock 

exchanges all over the world. The individual will still take part of the favorable tax reg-

ulations for pension insurance. The new product is a big step towards independence of 

how to invest your pension capital and both the market and government displayed their 

interest (Sundra, 2010). However it also puts a new responsibility to the individual. The 

requirements of knowledge as well the importance of an active administration increases. 

2.1.4 Existing Occupational Pension Products 

What investment alternative each person can choose from and the characteristics of the 

product depend on the agreement between the employer and the pension institution. The 

employee can chose between the supplies of products offered by the pension institutions 

of which the employer have an agreement with. Pension insurances are connected to 

each product but what differs is how to invest the capital and in what securities. In order 

to give the reader a complete overview, a chart of the process is seen in figure 2. As per 

                                                 
7
 Before it was almost twice as much 

8
 Depåförsäkring för tjänstepension 
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below the employer has an agreement with pension institution 1, pension institution 2, 

and pension institution 3. However only pension institution 3 offers the portfolio bond. 

Therefore, if the customer chose pension institution 1 he or she can only invest in tradi-

tional pension insurance or a unit-linked insurance. Below is a chart of how this func-

tions.
9
 

 

Figure 2 The occupational pension selection system 

Before there have only been two investment alternatives available, either the traditional 

pension insurance or the unit-linked insurance. Some pension institutions offer the port-

folio bond today. The portfolio bond of occupational pension has been available the last 

decade
10

 and has faced a breakthrough among the Swedish population (P. Uväng, inter-

view, 2011-02-24). 

2.1.4.1 Traditional Pension Insurance 

The traditional pension insurance is the oldest element in the occupational pension sys-

tem. The main purpose is to be an alternative for customers who demand their occupa-

tional pension’s administration to be easy and with a limited risk and with pre-

determined return on the invested capital (Collectum, 2011). 

In traditional pension insurance, the individual customers assign the administration of 

their pension capital to an insurance company or a bank. Banks and insurance compa-

nies are the main providers of occupational pension in Sweden. The individuals do not 

have any influence of the investments and cannot change product alternative from the 

traditional insurance once the agreement is set. The provider of the traditional pension 

insurance has the responsibility to administrate and invest the capital wherever it finds it 

suitable. As a holder of traditional pension insurance you are guaranteed a minimum 

amount of return, which is agreed upon before contracting the insurance (AMF Pension, 

2011). The final return depends on the administration and the well being of the compa-

ny you choose to administrate your capital. The insurance company has the right to 

withdraw the return, however not below the guaranteed return (Oxenstierna, 2010). 

 

Figure 3 Structure of traditional pension insurance selection 

                                                 
9
 Traditional = Traditional Pension Insurance, Unit-linked = Unit-Linked insurance 

10
 Via another country. In the Swedish market since 2007. 
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As the traditional pension insurance is a safe and a low-risk alternative the pension pro-

vider must not invest in risky assets. Several institutions concentrate their investments 

to funds at low-risk markets where economic and political risk is seen as having a min-

imum impact. Bonds are an example of a low-risk, low-return products (M. Sonnvik, in-

terview, 2011-02-16). 

2.1.4.2 Unit- Linked Insurance 

A unit-linked insurance is a more liberal and open-minded alternative of occupational 

pension savings. The major difference from choosing a unit-linked insurance, compared 

to the traditional pension insurance, is the administration of the containing financial in-

struments. The individual also have the freedom to choose in which financial instru-

ments to invest, although only mutual funds. Most providers of occupational pension 

products provide a wide range of funds that are developed in order to meet different 

customer’s needs and their relation to risk (Handelsbanken, 2011). 

 

Figure 4 Structure of unit-linked insurance selection 

The funds do not have to be the funds owned by the pension institute; the individual can 

chose funds from a range of other companies as long as the pension institutions include 

them in its supply of funds. These funds may be more attractive as they contain funds 

from a wider market, more suitable for the interest of the individual customer (Nilsson, 

1998). In figure 5 one can see that if the employer chose the unit-linked insurance from 

pension institution 1 he or she can chose between fund 1, fund 2, and fund 3. While if 

he chose pension institution 3 he can only chose between fund Y and fund 3. The 

pension institution chose what funds they want to offer their customers. Often the 

pension institutions own some funds on their own but often they also offer funds from 

other owners. 

 

Figure 5 The occupational pension selection system including the unit-linked insurance 

The unit-linked insurance is exposed of a higher risk, when compared to the traditional 

pension insurance. It is important to have a knowledge and interest about the market and 

fund in which the individual´s savings are placed. (P. Uväng, interview, 2011-02-24). 
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As you do not have a guaranteed return in a unit-linked insurance and all capital is in-

vested in funds the risks are equal to the market volatility. As the funds are affected by 

market swings, so is your capital (Oxenstierna, 2010). 

2.1.5 Financial Innovations in Occupational Pension 

The definition of financial innovation simply is the introduction of new goods or servic-

es to the financial market. In Webster´s Collegiate Dictionary an innovation is described 

as “to introduce as or as if new” and economist often use innovation to describe a factor 

that shocks the economy. Furthermore, a financial innovation can be described as “the 

process by which an idea or invention is translated in a good or service for which people 

will pay, or something that results from this process” (Businessdictionary.com, 2011). 

The illustration in figure 6 gives a clear picture of the concerned factors involved in the 

innovation process. 

Figure 6 Strategies for innovation
11

 

For a long time only two products have been available at the Swedish market for occu-

pational pension. However a few years ago with the implementation of the portfolio 

bond, a new innovation entered the market. The portfolio bond was previously available 

through other countries but was implemented for the Swedish market in 2007. 

2.1.5.1 The Portfolio Bond 

A portfolio bond can be compared to endowment insurance with almost the same judi-

cial characteristics and judicial regulations. There is no uniqueness in the product itself 

but the difference from the unit-linked insurance is the major range of available invest-

ment alternatives. As the unit-linked insurance offers a limited supply of funds, the port-

folio bond gives the investor the possibility to invest in many other securities, meaning 

the investor can choose from a range of different securities listed on financial markets 

from all over the world. See figure 7 as an example. 

                                                 
11

 Stratégies d´innovation. (2011). 
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Figure 7 The occupational pension selection system including the portfolio bond 

As the portfolio bond still is seen as a quite new product in the Swedish market, little 

public information about the terminology and characters of the product is available to 

the general public. Therefore, for this section most information is provided from Patrik 

Uväng at Danica Pension. Danica Pension was one of the first pension institutions to in-

troduce the portfolio bond in the Swedish market. 

Different forms of portfolio bonds have been available to Swedish customers in dec-

ades, via an offshore solution. Swedish providers with a foreign registered subsidiary 

have offered the portfolio bond with their subsidiary as the formal owner of the insur-

ance. These corporations are located in countries of where the local tax legislation al-

lows for products without major tax influences. Skandinaviska Enskilda Banken (herei-

nafter SEB) and Skandia have been the two leading providers in this market (P. Uväng, 

interview, 2011-02-24). Their products, SEB Life
12

 and Royal Skandia
13

 have been 

available for interested customers due to an offshore solution, connected to corporations 

registered abroad and in countries with different tax legislation (SEB Life 2011). Prob-

lematization including the cost of moving capital outside the border of Sweden has de-

creased the demand for such solutions. Even though the globalization has been partici-

pating in the simplification of moving capital over borders, there are still existing boun-

daries. 

The portfolio bonds have been available in the Swedish market since 2007. Vagueness 

in the Swedish legislation has confused providers of insurance solutions for a long time. 

It was not until the beginning of the 21st century that Danica Pension decided to take a 

deeper investigation of the legislation. The attorneys hired by Danica Pension carefully 

investigated the words of act. What they found was that it has never been any judicial 

obstacles to introducing such a product to the Swedish market earlier. There were no 

changes in fiscal regulations or other judicial conditions that made it possible to intro-

duce portfolio bond to the Swedish market. Their findings led to a breakthrough which 

earlier had hindered adeptness of a Swedish based solution. In the second half of 2007 

Danica Pension introduced their new portfolio bond product
14

 “Depåförsäkring tjänste-

pension” Earlier difficulties to translate the words of the law have hindered insurance 

providers to introduce new products, because of the legal complexities and because 

there was already an offshore solution available. (P. Uväng, interview, 2011-02-24). 

                                                 
12

 SEB Life. (2011). 
13

 Royal Skandia. (2011). 
14

 The Swedish translation will be Depåförsäkring tjänstepension 
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Today there are also other insurance companies who provide an occupational pension 

solution. The web-based banks and insurance companies such as Avanza Bank AB, 

Nordnet AB and Moderna Försäkringar all provide their customers with a similar prod-

uct. There are only small differences, mostly regarding the available amount of different 

funds and how marketing- and sales methods are composed. Although there are a few 

providers of portfolio bonds in Sweden, the authors have chosen Danica Pension to pro-

vide much of the technical and insight information about the portfolio bond (P. Uväng, 

interview, 2011-02-24). 

As the development of the national pension leads to less money for future senior citizen 

the importance of occupational pension increase as well as the customer´s demand for 

more flexible and tax beneficial solutions (P. Uväng, interview, 2011-02-24). Many 

employees of today receive pension payments from their employers through the collec-

tive agreement. Every month the employer pays a premium to an occupational pension 

company in which the employer has an agreement with. The employer is to decide what 

insurance companies the employee can have their money at; it can be one of several in-

surance companies to choose from. Each insurance company has their own supply of 

products
15

. For example if an employer has an agreement with Danica Pension, the em-

ployee will be able to invest in the portfolio bond. In this case the employee can invest 

in all securities listed on the main stock exchanges all over the world (P. Uväng, inter-

view, 2011-02-24). 

As the portfolio bond is such a new product the authors want to estimate if there is a fu-

ture for the portfolio bond in the Swedish market. The purpose is the first of all find out 

if the demand and popularity for the portfolio bond will increase. If the authors find that 

the portfolio bond will get more accepted and popular in the future the next step is to 

find if this will imply a risk towards future pension capital. 

People with a belief that the portfolio bond is here to stay also tend to think that the 

portfolio bond will in time replace the unit-linked insurance. The reason is that they of-

fer the same characteristics, but differ in the supply of securities the customers can 

chose to invest in. In figure 8, one can see the differences between unit-linked insurance 

and the portfolio bond. Unit-linked insurance has a limited supply of funds while the 

portfolio bond offers all funds in the market plus other securities. 

 

Figure 8 Differences between unit-linked insurance and the portfolio bond 
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2.2 Theoretical Framework 

The involvement theory and the theory of buyer behavior will be used in order to under-

stand the buying behavior of the individual and in this way try to estimate the likelihood 

that a person will choose the option of the portfolio bond as an investment alternative 

for their occupational pension. The authors will look at the attitudes towards risk in or-

der to estimate the level of risk individuals tend to take in their investments. The theory 

of investing behavior will also be used in order to explain how individuals tend to invest 

and the reasons behind investment decisions. With these theories the authors hope to 

explain the risks the investment behavior might be towards future pension capital. The 

level of activeness in investing might lead to a better or worse result of return. Therefore 

the authors have chosen to look at the activeness in order to estimate the risk this might 

lead towards the capital. 

2.3 Consumer behavior 

2.3.1 Involvement theory 

Involvement profile is a tool to understand the full dynamics between the customer and 

the products (Kapferer and Laurent, 1985). The level of involvement varies heavily 

among customers and in turn this will affect the buyer behavior of the customer (Fill, 

2005) 

Kapferer and Laurent (1985) argue that involvement has five different facets. These are 

interest, pleasure, sign, risk importance and risk probability. Interest and pleasure have 

to do with the interest of the product and the personal benefit received after purchase. 

Sign is about what the products says about you as a person. Risk importance addresses 

to the importance of the consequences of a mispurchase. The risk probability is the 

probability of making a mispurchase. Other researcher like Hansen (1985) argues that 

involvement only has to do with a customer’s interest of the product category. 

A high or low involvement of a customer is the understanding and knowledge of the 

product before the purchase. If the customer’s involvement is high the customer has an 

idea and attitude of the product even before the purchase. With a low involvement the 

customer gets an idea and attitude of the product after the purchase. The higher grade of 

involvement before the purchase, the easier it is for the company to market the technical 

benefits and the details of the product. With a lower involvement there is no meaning of 

getting into technical details of the product with the customer, but rather market an 

emotion around the product itself (Fill, 2005). 

Involvement theory also includes the level of risk the customer believes the product ge-

nerates. In the case of a high level of risk the customers tend to collect more material 

and information about the product before the purchase. If a customer is insecure of the 

risk he will gather information and will in turn lead to a higher involvement of the cus-

tomer (Fill, 2005). 

2.3.2 Buyer Behavior 

Cognitive theory assumes individuals use and process information derived from exter-

nal and internal sources, to solve problems and make considered decisions. Social cog-

nitive theory considers the interaction of an individual’s environment, behavior and var-

ious personal factors such as cognitive, affective and biological events (Fill, 2005). 
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There are several determinants that are important to our understanding of the cognitive 

orientation because they contribute to the way in which individuals process information. 

There are personality, perception, learning, attitude, certain environmental influences, 

and issues pertinent to an individual’s purchase situation (Fill, 2005). 

According to Kotler (2003) the consumers are affected by four different factors; Cultur-

al, social, personal, and psychological. All factors will influence the buyer behavior of 

the customer. Culture, sub-culture and the social class all have a great influence on the 

buyer behavior. The culture consists of subcultures such as nationality, religion, race, 

and geographical regions. Together they contribute to a social and individual identity. 

They are the foundation of the need, values, and behavior of the customer. The social 

factor is also determining the choice of the customer. The primary group consists of 

family, friends, and coworkers whom daily influence the customer. The secondary 

group consists of people the customer meets on a non-daily basis. Examples might be 

people at the church, labor unions, or other events. They have a less influence but will 

still affect customers on a minor part. Personal factors might be profession, age and life 

style. Profession and the economic situation have probably the greatest influence on the 

buyer behavior. The psychological factors of motivation, interpretation, learning, and 

values will decide if the buyer will purchase the product or not consists. Customers 

might sometimes consume to satisfy needs and to feel recognition and belonging (Kot-

ler, 2003). 

An individual will also be influenced by macro factors such as technology, economy, or 

by the government. In an analysis of surroundings one can evaluate if a society is stable 

or not (Aaker, 2005). The government for example can change conditions and regula-

tions over a night as they did when they blocked the capital pension in 2007 (Swedbank, 

2007). 

2.4 Attitude Towards Risk 

Risk is a central factor when investing. Risk and return shall always be correlated and 

depending on the attitude towards risks the customer shall create a suitable portfolio. If 

an investor is negative towards risks he shall put more money in interest bearing securi-

ties and less in stocks. In that way the portfolio will have lower fluctuations and be 

more stable for economic crisis (Elton, Gruber, Brown & Goetzmann, 2011). Ylva 

Yngveson in an article written by Niklas Larsson (2007) recommends saving the 

pension capital in different ways. She argues that no one knows what regulations the fu-

ture will bring or how your life will look like. Therefore using different saving alterna-

tives will be an effective way to diversify and spread the risks. 

There are many securities available and they differ in risk, return and of course price. 

Individuals’ attitude towards risk varies, but for more risk investors require a higher re-

turn. Therefore it is important to be aware of one’s risk profile, but also the supply of 

securities and how they function. An investor shall also consider the time horizon, the 

longer time until the money is needed the more risk one can take. When talking about 

time, a long time horizon is usually around five years. For pensions the time horizon 

might be 30-40 years. Historically, stocks have generated a higher return than interest 

securities however the fluctuations in the price are greater, hence the risks increase. A 

way to limit the risk taking is to diversify among companies, sectors, and markets (Nils-

son, 2000). 
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In the purchase process there is the risk level considered by the consumer. The risk is 

associated to what degree the outcome of the purchase will be as imagined. The cus-

tomer will feel a higher risk when they have no previous experience of purchasing the 

product or when they lack in knowledge. It might also be that the customers simply buy 

because of limited resources, such as time and money. The level of risk the customer 

experience will depend on time, products or personal preferences (Fill, 2005). 

A study of Engström and Westerberg show that women tend to make active investment 

decisions in a larger extent than men. What is interesting is also that the study showed 

that the average portfolio of the active female investor contains more risk than com-

pared with the risky default alternative. Hence, active decision making and lower risk 

taking is not correlated but rather the opposite (Engström and Westerberg, 2003). 

2.4.1 Investing Behaviour 

“Our minds are suited for solving problems related to survival, rather than being opti-

mized for investment decisions” (James Montier, 2007). 

Emotions are the key to explaining the investing behavior. Psychologists have for years 

researched what kinds of mistakes we have a tendency to make. They found that the 

main mistakes are surprisingly the same across cultures and countries. For example 

people tend to have an illusion of knowledge and an illusion of control. Investors are 

generally much too confident and tend to belief they have an influence over the out-

come, even if the event is under no control. In fact, people are willing to pay 4.5 times 

more for a lottery ticket if they can choose the number themselves rather than a random 

draw of numbers (Montier, 2007). 

Psychologists also found we are more likely to accept facts that agree to our opinion. 

We tend to listen to people who agrees with us but in order to make good investment 

decisions we need to be more open to people who disagree. Another mistake is that 

people tend to think a good investment is a skill, but a bad investment is bad luck. This 

might lead to more investment mistakes and no learning (Montier, 2007). 

Many investors confuse theories as facts and statements as truths. We tend to believe 

those who sound more confidence, confusing confidence with ability. In finance we of-

ten have an idea of how it is and tend to throw logic out of the window (Montier, 2007). 

According to Peter Malmqvist (2011) Swedes are investing their pension capital in far 

too risky financial investments. He says that it is time that the government and employ-

ers are stepping in to control this behavior. He argues too many are investing a lot of 

their capital in stocks and if you happen to retire in times of a financial crisis you might 

lose 50-60% of your pension capital. 

2.4.2 Which individuals make active investment decisions? 

Engström and Westerberg (2003) argue that women and younger people are more likely 

to make active investment decisions for their pension. The argument is based on a study 

of 150 000 Swedes. They also show that education and familiarity affect the decision 

making. Family situation, in particular marriage, is another thing that affects how active 

one is in the investment decision. Individuals who are married are more likely to take 

active investment decisions than singles. Engström and Westerberg argue forward- 

looking behavior has an impact on investment decision. Also, individuals with prior ex-
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perience of the financial market and other qualifications such as higher education and 

financial wealth are more likely to take an active stand. Engström and Westerberg 

(2003) show in line with previous studies that complexity around the investment options 

will procrastinate the decision making. They argue therefore for the importance of fi-

nancial education when open up the opportunity for individuals to take the charge over 

their pension. 

Engström and Westerberg (2003) discuss the fact that available information are mostly 

printed in Swedish and that might be an explanation to their findings where individuals 

born in Sweden are more likely to make active decisions than individuals of other na-

tionalities. 

2.4.3 Portfolio bonds having an impact on the future pension capital 

The individual retirement savings become more and more important as the national 

pension system only constitute for 50%-60% of the final salary. To stress the impor-

tance of having private savings, pension institutions stress the question of who can af-

ford to live with half of your salary as a proclaiming advice for future customers 

(Länsförsäkringar 2011). Providers of occupational pension funds perform massive ad-

vertisement in order to attract new customers. Several institutions have an exposed pic-

ture of how bad things can be at retirement age if an individual only stand with the na-

tional pension. 

Critics of the liberalization of the pension system say it creates a jungle of different 

funds and instruments of which regular people finds impossible to grasp. The portfolio 

bond is a major part of totals savings in funds. When the financial markets become 

more open the dilemma of increased risk approach. As it is everyone’s individual deci-

sion of where to invest pension capital, huge risk lies on the individual. Having a close 

communication with financial advisors customers are able to minimize the exposure to 

risk, a pattern extremely important when having the portfolio bond (P. Uväng, inter-

view, 2011-02-24). 

2.4.4 Risks 

Along with introductions of new financial products comes a range of attractive benefits 

who wish to allure both new and old customers. As the benefits and possibilities to 

boost ones future capital, the risks connected to the product increases. Customers will-

ing to invest part of their pension capital also expose themselves of a higher risk of los-

ing a major share of the invested capital. 

Higher risk increases the possibility of higher returns, which is an attractive factor for 

many people who want to see their pension savings increase with highest possible return 

(J. Carlsson, interview, 2011-03-01). In an article from Dagens Nyheter, one of the ma-

jor Swedish daily newspaper, an independent financial analyst claim that people who 

expose their pension savings to high risk can lose as much as 50-60% of their total 

pension capital, if their financial investments would face a worst case scenario 

(Malmqvist, P. 2011). 

Another important aspect to consider is the knowledge the population posses. Several 

institutions claim the Swedish population being one of the most updated and having a 

broad insight of the financial markets all over the world. They are the best in the world 

of private savings in funds and other financial instruments (Länsförsäkringar 2011). 
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However, capital advisors claim the current knowledge and interest for a more flexible 

investment of pension capital is not enough among the population in Sweden (J. An-

dersson, interview, 2011-03-01). It requires time and a deep insight in financial markets 

and what is going on in the world. 

The individuals have the possibility to invest in most financial products listed on trading 

markets in the modern world. All financial instruments are open for trade. Shares, 

funds, options, warrants, bond obligations and government bonds can be purchased in 

financial markets in Hong Kong, Japan, Russia and the United States. Even though Da-

nica Pension is a subsidiary company within the Danish corporate group of Danske 

Bank, there are no similar solutions in Denmark as of that in Sweden. The underlying 

reason is the possibility of favorable tax benefits and the difference of interest in private 

savings in funds between Swedish and Danish nationalities (P. Uväng, interview, 2011-

02-24). 
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3 Method 

In this section the authors will explain the methods and research approach used in this 

thesis. The authors will argue for chosen methods and describe how they are imple-

mented in the thesis. The collection of data will be described as well as the procedure of 

the interviews and the survey. Processment of data will be mentioned as well as delimi-

tations and quality rating. 

3.1 Choice of Method 

Qualitative and quantitative refer to how information are gathered, copy read and ana-

lyzed. In a qualitative method one uses in-depth interviews. The respondent will in own 

words discuss the subject. In this way one will not influence the respondent by giving 

leading questions (Jacobsen, 2002). A qualitative method will give the researcher a 

comprehension view of the problem. The result will reflect the opinions of the respon-

dents and an idea of how it looks like (Lindblad, 1998). A quantitative method on the 

other hand is used as a way to understand how and why people do in a certain way. It is 

common to use a survey in a quantitative method with answer alternatives. The survey 

shall be answered by a random sample of people (Jacobsen, 2002). In general a result 

from a quantitative shall be the same if operated in the same way by another researcher 

(Lindblad, 1998). 

The authors will in this thesis use both qualitative and quantitative method. Often the 

two methods complement each other well. The research becomes wider and generates 

more knowledge if both quantitative and qualitative methods are used (Lindblad, 1998). 

The structure of method is carefully prepared to the purpose of the study. The authors 

believe the study will get a more accurate result when using both qualitative and quan-

titative method. The qualitative method will imply on the interviews. The results from a 

qualitative method are not used to generalize but rather to create new knowledge, in-

creased understanding and a deeper insight (Lindblad, 1998). The authors will have in-

depth interviews with professionals at the banks and pension institutions. The inter-

views will provide the authors with the opinions of professionals as well as the compa-

ny they represent. The authors hope to get an idea of whether or not the banks or 

pension institutions are working with implementing the portfolio bond themselves. To 

find out whether or not they are implementing these conclusions can be drawn if the 

portfolio bond will be popular in the future. 

Thereafter the authors want to have the opinions of the people. A survey will be made 

and analyzed using quantitative method. The reason for using quantitative method is to 

draw general conclusions and the hope to find correlations that might explain certain va-

riables. First of all the authors want to see if the population has an interest in financial 

investments and the occupational pension. Secondly, the authors want to see the extent 

of knowledge among the population and what risks people are willing to take with their 

pension capital. 

3.2 Research Approach 

In order to estimate the future of the portfolio bond the authors will have six in-depth 

interviews with banks and pension institutions. In a qualitative method the respondents 

are often strategically chosen (Lindblad, 1998). The interviews will be based on open 
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questions where the authors will try to engage in a conversation rather than a Q&A
16

 

approach. By engaging in a discussion the respondents will use their own words without 

the authors leading the respondents in a certain direction (Jacobsen, 2002). The purpose 

it to find the standpoint of the respondents. Therefore the authors choose to engage in a 

discussion and in that way find out what is important for the respondents. Through the 

interviews we hope to find if they have a similar product under construction or devel-

opment and if they think the option to invest in all securities will attract customers. The 

authors also want to find out what they think about the future and the risks associated to 

the portfolio bond. In order to find out the risks the authors must know to what extent 

they are helping their customers with concrete tips and advices. If they do not provide 

advice to their clients, the authors want to know if they believe their customers have the 

knowledge required to invest their capital on their own. 

The survey will be the foundation in the second part of our research. In this part the au-

thors will ask the population what they think. The information received from the banks 

will decide what questions to ask. The authors are also interested in determining how 

responsive customers are to the institutions products, therefore questions will be asked 

whether people find it favorable to have the opportunity to invest their occupational 

pension in all securities available in the market. Furthermore the authors also want to 

get an image of the investing knowledge of the population and how much risk individu-

als are willing to take. 

3.3 Collection of Data 

The collection of data will be based on two types of information, primary- and second-

ary data. The primary data is the data gathered by the researcher. In this paper the pri-

mary data will consist of two parts. First of all it will consist of the information gathered 

from interviews with banks and pension institutions, in total six companies. Secondly, 

the primary data will consist of a survey of the population. Secondary data on the other 

hand is information available from other researchers. Secondary data is gathered from 

literature, academic articles, financial journals and newspapers, etcetera. In this paper 

the theories used are collected in such ways. 

The primary data will be gathered from interviews with six banks and pension institu-

tions, as well as a survey of the population. The banks and pensions institutions the au-

thors will interview are Swedbank, Handelsbanken, SPP, Länsförsäkringar, Danica, and 

Skandia. As of now Danica is the only one of these companies offering the portfolio 

bond and therefore the authors will concentrate our interview with Danica to learn more 

about the portfolio bond and the popularity the product has among their customers. As 

for the other companies, the authors want to know if they have a similar product under 

development and what they think about the portfolio bond in general and the future of 

it. The survey will be a way to find whether or not the population agrees to the inter-

views, as well as get an idea of the knowledge of financial investments and occupational 

pension. 

3.3.1 Elaboration and Implementation of Interviews 

The authors will interview six institutions dealing with pensions in order to find their 

opinion on our subject. The institutions were chosen in a way to represent the market. 
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The authors choose to include six of the largest banks- and pension institutions in Swe-

den. Some working mainly with occupational pensions. At each institution the authors 

interviewed someone with an insight in the department of product development or with 

the construction of the portfolio bond as well as having an insight in their own organiza-

tion. 

The authors used open questions in order to hear their point of view without leading 

them on to anything and tried to create a discussion rather than simply ask pre-

determined questions. 

The authors decided to concentrate on pension institutions as they are primary working 

with pensions and occupational pension products. However to get the whole perspective 

the authors decided to interview two of the major Swedish banks as well. In order to not 

get overwhelmed the authors decided to concentrate of a few of each which therefore 

made up with two banks and four pension institutions. The interviewed banks are Han-

delsbanken and Swedbank while the insurance companies are SPP, Länsförsäkringar, 

Danica, and Skandia. The authors will also included an investment advisor working for 

an independent investment company which is believed to be interesting to hear the point 

of view of a person with high knowledge of the market, but without any own interests. 

3.3.2 Elaboration and Implementation of Survey 

In order to estimate how the portfolio bond will affect the future the authors must know 

to what extent it will attract customers. Furthermore the authors also want to know the 

general knowledge of the population in order to estimate the risk the portfolio bond 

might have on the future. Therefore a survey will be performed asking 40 people to fill 

out a questionnaire. This will be a way to generalize the opinions and ideas of the popu-

lation. In order to get an optimal sample the authors will go to A6, which is a large 

shopping mall in Jönköping, Sweden. A6 have a big variety of shops in different price 

classes and standards, therefore the authors believe they will meet all kinds of people 

and this will be a good place to collect the sample from. 

3.4 Processment of Data 

There are two ways to draw conclusion, inductive or deductive. In deductive, one gath-

ers information to get an idea of the problem and thereafter collects empirical material 

to see if one can draw a logical conclusion. Inductive is build upon empirical material 

and from the material draw conclusions (Jacobsen, 2002). In the inductive method there 

is no clear theoretical framework to start from. This method starts with the empirical 

material and creates the theory (Eriksson & Wiederheim, 1997). 

The authors will use an inductive study, meaning they will use empirical material and 

analysis. The authors will then use theory in a way to generate an understanding of the 

patterns. Several interviews will be conducted in order to generate higher quality results. 

The interviews will be reviewed systematically and the relevant opinions will be com-

pared and analyzed. The authors will describe the results from each interview separately 

in order for the reader to get an understanding of the opinions of each. Thereafter the 

authors will summarize and finally analyze the result and draw conclusions. 
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In a quantitative method where a survey is used it is appropriate to use a statistic pro-

gram (Lindblad, 1998). The authors will use SPSS
17

 to get the necessary output to draw 

conclusions from. The authors will look for correlations in certain variables and analyze 

these. Thereafter the authors will generalize the knowledge and the interest of the popu-

lation in terms of investing and pensions. 
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4 Empirical Results 

In this part of the thesis the authors will present the results from the research. In this 

section the interviews will be represented company by company and in the end the au-

thors put together a summary of all companies. Later in this section the results from the 

survey will also be presented. The authors have then analyzed the empiric study togeth-

er with the theoretical framework. In the end there is a conclusion of the findings. 

The authors have interviewed six pension institutions; Danica Pension, Handelsbanken, 

SPP, Skandia, Swedbank, and Länsförsäkringar. They are all providing investment solu-

tions for pension savings and are among the largest actors in the Swedish market. In this 

section the authors will present each company first and in the end give a summary of the 

opinions related to the specific purpose of the thesis. 

The authors also performed a survey to find the opinions of the population. The results 

from the survey will be presented together with correlations and statistical measures. 

4.1 Danica Pension 

Danica Pension Försäkringsaktiebolag is a Swedish subsidiary of Danica Pension AS 

Denmark with their headquarters located in Denmark. The authors got the privilege to 

interview Patrik Uväng who is the head officer of the product and judicial department at 

Danica Pension. As Danica is the only company that provides the portfolio bond of the 

companies the authors have interviewed, the interview gave the authors a deeper know-

ledge of the product. Patrik Uväng was very helpful and provided information needed to 

get a deeper understanding of the portfolio bond. His expertise was appreciated in order 

for the authors to gain knowledge of further research in the subject of occupational 

pension and portfolio bonds.  

4.1.1 General impression and current situation 

Although web based firms such as Avanza and Nordnet have similar products, Uväng 

says Danica to be the first provider with their specific character. Danica Pension was the 

first firm to use accommodators as their primary selling channel. The reason for the im-

plementation of the new occupational pension solution was recognition of an increasing 

customer demand. They introduced portfolio bond as a product in 2007 to provide exist-

ing customers with a requested solution and to compete with other pension institutions. 

After the introduction of the new portfolio bond solution, the firm faced an increasing 

flow of customers moving the entire, or parts of their pension capital to the portfolio 

bond. 

The unit-linked insurance has for a long time been the major operation within Danica 

Pension, however today the portfolio bond make up for a larger premium volume. The 

company provides a huge range of insurance and pension products. Their customers 

have access to a broad supply of insurances for individuals who seeks to gather every-

thing at one place. 

4.1.2 Ideas of the Future 

Danica Pension sees the change towards the portfolio bond solution as a natural step for 

the development of the Swedish occupational pension system. Uväng believes the port-

folio bond will in time replace the unit-linked insurance. However, he also claims the 
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traditional pension insurance will have a demand from the customers even in the future. 

“The traditional pension insurance holds a strong position in the market, and will per-

haps always do. The traditional insurance is demanded from customers who do not want 

to be engaged in the administration and want to have a guaranteed return” (P. Uväng, 

interview, 2011-02-24). Although Uväng believes the trend will go towards the portfo-

lio bond he still believes the transformation from unit-linked insurances to the portfolio 

bond will take some time. Uväng says that he do not think it will not happen in one or 

two years, but not in ten years either. It is a newly started process which requires some 

time to be accepted by the population. However, he claims the volumes as well as the 

number of competitors will increase each year. Ever since the introduction of the portfo-

lio bond, Danica Pension has faced a significant increase in the volume. 

The major benefit with the portfolio bond compared to the original unit-linked insur-

ance is the investment possibilities that come with it. Both products have the same cha-

racteristics; they are connected to insurance. Therefore Uväng believes the portfolio 

bond will in time replace the unit-linked insurance. As the only difference between them 

is the supply of investment securities. Even though a customer chooses the portfolio 

bond, he or she can still choose to invest only in funds; hence this will be the same as 

unit-linked insurance. However, the customer can still in the future change the mind and 

invest in other securities as well, such as bonds and stocks. Uväng also point out another 

thing that might affect the future of the portfolio bond. He highlights the fact that the 

judicial development of the country might affect the portfolio bond, if the government 

chooses to change its existing regulation. 

Uväng believes the portfolio bond is here to stay. He also thinks that the portfolio bond 

in time will phase out the unit-linked insurance as the two products have the same cha-

racteristics and the portfolio bond offers a greater supply of securities. As long as the 

regulations around the portfolio bond does not change in a way that might prevent the 

popularity of the product, Uväng believes that the portfolio bond will be more common 

and more often requested by the population (P. Uväng, interview, 2011-02-24). 

4.1.3 Ideas of risks involved with the Portfolio Bond 

Danica Pension was the first to offer a Swedish version of the portfolio bond; therefore 

they find it important to give their customers a good consultation when it comes to in-

vestments. They find it important to give their customers advising in strategies to mi-

nimize the risks. The employers are often afraid their employees will take too much risk 

with invested pension capital, therefore Danica Pension provide professional advising in 

order to gain confidence of the portfolio bond. Uväng mentions the fact that Danica al-

ways try to improve and simplify the terms of the portfolio bond. For example, in the 

future they would like to see that employers can put some sort of limitations to specific 

people if they would like. An example might be that if the employer does not want their 

employees to invest more than 80% of the total capital in stocks there should be a way 

to add specific limitations to each customer. Uväng believes that first when there are 

possibilities to put limits, the portfolio bond will really take off in terms of popularity. 

At the moment employers are protective of the pension capital of the employees. They 

are afraid that the employees might speculate too heavily with their occupational 

pension, therefore employers wants some sort of limitations (P. Uväng, interview, 2011-

02-24). 
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Uväng also says that Danica would like to see pre-combined sets of portfolios the cus-

tomers could choose between. The portfolios would differ in for example risk levels and 

then each customer could choose a portfolio that meets their individual risk require-

ments. Uväng believes this type of service will increase in popularity for two reasons. 

First of all it will be a good option for customers that are not interested in putting too 

much effort in the administration. It will be easy for the customers to choose a risk level 

they find suitable for their needs, and then they will have a pre-made portfolio with a 

good diversification between markets and securities. This is good if the customer wants 

to save time or lack in deep knowledge of financial investments. Secondly, it is a cheap-

er way for the supplier of the portfolio bond to handle the capital (P. Uväng, interview, 

2011-02-24). 

Diversification and consultancy from a professional advisor increases the chances of 

more beneficial investment decisions. Uväng brings up the situation in the beginning of 

the 21st century where the Swedes first got the responsibility over the investment deci-

sion of the premie pension (PPM)
18

. This was just before the IT-crisis
19

 and many 

people put the entire capital or a big part of the capital in IT related stocks. They lost 

major parts of their savings and many have still not recovered as of today. Uväng men-

tions this as a good example in what can happen if people do not diversify. 

The financial advisors of Danica Pension´s organization are also to inform clients of the 

importance of actively administrate the pension. Uväng mentions that today there are 

very few of their customers who are active traders. He mentions that in general people 

tend to think that the portfolio bond is a high risk product. However, he argues that this 

is not the case. He stresses the fact that although the portfolio bond might require a dee-

per understanding and knowledge from the customers, but the product can mean less 

risk compared to unit-linked insurance. In the portfolio bond the customer can for ex-

ample invest in equity linked note bond with a protection against losses. In that way the 

customers can take advantage of the up-swings in the underlying asset but protect them-

selves from major losses. 

Uväng also mentions the fact that very few individuals invest the entire pension capital 

in high-risk financial instruments. Uväng says that they can see a tendency that people 

choose to take risks with a part of their capital, rather than invest the entire capital in 

high risk securities. Many customers choose structured assets such as equity linked note 

bonds and different variants of derivatives. “The main part of the capital is still invested 

in funds, but customers would like the opportunity to “spice up” at the top and invest a 

part in more risky securities” (P. Uväng, interview, 2011-02-24). 

Uväng believes that the portfolio bond might create a risk to the extent that some people 

do not know what risks they are taking or do not diversify enough. However, he argues 

that today most customers do not take too much risk, the importance of knowledge and 

guidance from a financial advisor and that within the portfolio bond the total capital ex-

posed to less risk than in unit-linked insurance. In the future Danica Pension hopes to 

see more standard solutions within the portfolio bond as well as the possibilities of limi-
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 One part of the national pension 
19

 Speculators had extremely positive opinions which increased the value of several IT-companies. When 

the market became overheated and the bubble cracked may IT-related companies faced liquidation 

(Grundberg, 2009)  
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tations for specific groups of customers. Uväng argue this will attract larger groups of 

customers. 

4.2 Handelsbanken 

At Handelsbanken the authors interviewed Mats Nilsson and Michael Andersson who 

are enrolled to the department of Business Development at Handelsbanken Liv. Han-

delsbanken Liv is the insurance company of the Handelsbanken Group. Michael An-

dersson holds the position as head of the department with Mats Nilsson as business de-

veloper. 

4.2.1 General impression and current situation 

Handelsbanken provide traditional pension insurance and unit-linked insurance. Han-

delsbanken Liv is currently looking at the development of the portfolio bond solution. 

They see a demand from some of their customers and think of the portfolio bond as a 

natural part of the future. 

Andersson and Nilsson say the demand is not that high, although they believe that in the 

future the demand will increase. There are always people who seek for more products 

which are more flexible and create more opportunities. “We see the opportunity to im-

plement a portfolio bond solution in order to provide interested customers with a more 

flexible product” (M. Andersson & M. Nilsson, interview, 2011-03-10). From the com-

pany´s perspective, they believe it is a natural product development to provide the port-

folio bond. 

Handelsbanken Liv possesses a subsidiary in Ireland which allows the organization to 

provide a capital assurance solution for Swedish customers, with the tax benefits and fi-

nancial investments possibilities that come with it
20

.
 
The portfolio bond would be a nat-

ural development of the offshore solution. However, the portfolio bond is still at a de-

veloping level. “We are currently looking at the development of this solution. We think 

it will be a niche product addressed to specific customers” (M. Andersson & M. Nils-

son, interview, 2011-03-10). Andersson & Nilsson further says that the goal of the bank 

is to provide customers with an entire insurance coverage. 

4.2.2 Ideas of the Future 

Handelsbanken believes the future will move towards a broader and more open-minded 

market within occupational pension with more options for the customers. “We find the 

market is moving towards the portfolio bond solution, but it is still a niche product and 

will be so for a while. Portfolio bond only attracts a particular group of people who 

finds financial investments interesting” (M. Andersson & M. Nilsson, interview, 2011-

03-10). Their customers are generally not very active in trading and changing the con-

tent of their pension portfolios. Only a minor proportion change funds on a regular ba-

sis. They claim that around 85-90% of their customers still hold the same securities as 

they chose from the very start. “From that perspective, we can draw a simple conclusion 

saying the general individual is not very active with his or her pension capital” (M. An-

dersson & M. Nilsson, interview, 2011-03-10). 
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The bank also develops standard portfolio solutions with pre-determined risk-levels, 

which is an upcoming trend among most providers of occupational pensions. However, 

no matter how precise information given to the customer, many times they are not 

aware of the level of risk they are being exposed to. 

As the knowledge is poor among the general customers, Handelsbanken recommend 

customers to receive assistance from financial advisors before investing the pension 

capital. The financial market and especially the market for occupational pensions are 

complex and difficult to understand. It is constantly moving, facing continuing devel-

opment and introductions of new products. Therefore it is important to have a financial 

advisor to guide the customers along the way. However, Andersson & Nilsson high-

lights some things as extremely important when advising customers in pension. It is im-

portant to have a good knowledge of people; listen to people’s needs and look at the en-

tire family situation. “When discussing insurances there are always people involved, 

one has to value a human life which immediately should result in cautiousness” (M. 

Andersson & M. Nilsson, interview, 2011-03-10). 

4.2.3 Ideas of risks involved with the Portfolio Bond 

Firms are the most common customers at Handelsbanken Liv. It is important for firms 

to be able to provide attractive pension and insurance solutions as employee benefits. 

Among these firms, Andersson & Nilsson see the knowledge to be satisfying. However, 

there is still a shortage of knowledge when it comes to the individual customer. Anders-

son & Nilsson are aware of the risk their customers might be exposed to when investing 

pension capital in the portfolio bond. However, instead of focusing on the risks that 

might come with the portfolio bond, they try to highlight the opportunities with the 

product. Handelsbanken Liv and their financial advisors work to prevent risk by inform-

ing customers of what risks portfolio bonds can incur. As the customer has the possibili-

ty to choose the content in the portfolio bond, such as stocks, funds and interest-bearing 

instruments, the exposure to risk can be minimized. The greater diversity of instruments 

in the portfolio the greater possibilities for a better economic future. “Our goal is the 

customer will make profitable financial investments when combining our professional 

advising with the individual wisdom of the customer (M. Andersson & M. Nilsson, in-

terview, 2011-03-10). 

Andersson & Nilsson argue that an upcoming trend is customers who take higher risk 

than before. Hence, when a financial crisis appears and major parts of the composed 

capital savings disappear, it requires an even bigger recovery to be back at zero. Cus-

tomers who are not active traders will suffer from a situation of major downfalls in the 

financial markets. “If customers do not try to prevent the loss of their capital, they are 

not able to diversify and find more suitable investment options in times when the stock 

markets turns up again” (M. Andersson & M. Nilsson, interview, 2011-03-10). 

Andersson & Nilsson say that interest and knowledge will always be crucial factors 

when discussing the riskiness of portfolio bonds. They believe that among customers 

with an interest in portfolio bonds, the knowledge is enough to actively administrate the 

portfolio. “Together with our professional advising team we are able to minimizing the 

client’s risks and achieving beneficial opportunities. We see an increase of customer’s 

knowledge, not only for occupational pension, but in general” (M. Andersson & M. 

Nilsson, interview, 2011-03-10). 
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4.3 SPP 

At SPP the authors interviewed Jan Carlsson who holds the position as regional supervi-

sor of the SPP company. SPP is since 2007 owned by the Norwegian group Storebrand. 

Together they are the largest provider of pension insurances among the Nordic coun-

tries. SPP only operates within the Swedish market with Swedish clients.  

4.3.1 General impression and current situation 

SPP is currently offering traditional pension insurance and unit-linked insurance as al-

ternatives for the occupational pension. The company is also developing a new product, 

a portfolio bond with similar characteristics as the one of Danica Pension. “We believe 

the market for portfolio bonds is increasing and as a provider of occupational pension 

we must be able to offer our customers such a product “(J. Carlsson, interview, 2011-

03-01). 

The product will be almost identical to the one of Danica Pension. The purpose is to 

provide the customers with a product making it possible to invest pension capital in dif-

ferent financial products, such as stocks and bonds. Like Danica, SPP will use accom-

modators as their primary selling channel. SPP will be the provider of the insurance and 

within the portfolio bond the customers can then choose what securities they want to in-

vest in. 

SPP differ from many of the other providers of occupational pension regarding the dis-

tribution of customers among traditional pension insurance or a unit-linked insurance. 

While many of the pension institutions have more customers possessing the traditional 

pension insurance, SPP have more customers with the unit-linked insurance. “Approx-

imately seventy percent of our customers possess a unit-linked insurance; however, very 

few are active traders, maybe five to ten percent” (J. Carlsson, interview, 2011-03-01). 

Usually changes in the portfolio occurs only after the yearly meetings with the customer 

and after recommendations from SPP. “As there are no costs involved in changing the 

content of the portfolio we encourage customers to be active as well as diversify their 

portfolio in order to minimize the risk level” (J. Carlsson, interview, 2011-03-01). 

4.3.2 Ideas of the Future 

SPP believes there will be a positive future development of occupational pension prod-

ucts and it will be important to have a proactive approach to the portfolio bond. “We see 

an increasing demand of the portfolio bond and feel obliged to offer our customers a 

flexible solution with multiple investment options” (J. Carlsson, interview, 2011-03-01). 

The traditional pension insurance possesses a strong position among the Swedish popu-

lation and will perhaps always be a good option for any customer. 

Carlsson also call attention to the lack of knowledge among the Swedish population. It 

is important with a personal financial advisor and it will be so even in the future. The 

lack of knowledge among individual customers is a crucial factor for the outcome of in-

vested capital. People find it important to have a systematic investment plan followed 

up and controlled by an advisor and they are willing to pay the cost for it. 

Occupational pension products provided by the different suppliers are quite the same 

among all pension institutions. They usually differ in the supply of funds and different 

costs for administrating the funds etcetera. Carlsson mentions that the similarity be-
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tween providers makes the relationship between the provider and the customer extreme-

ly important. He stresses the importance of a high customer service with quality. People 

are often willing to pay for a satisfying and recommendable service. That is also what 

SPP proclaim, people should choose SPP because of its high level of service. “We are 

working to satisfy our customers by being the best service minded provider; other pro-

viders should do the same” (J. Carlsson, interview, 2011-03-01). 

4.3.3 Ideas of risks involved with the Portfolio Bond 

Carlsson agrees with the fact that the risk increases when investing pension capital in 

the stock market. He argues that it is important, both for the advisor and for the clients; 

to be aware of what risk an investment will bring, and predetermine a certain risk level. 

Age is also a significant factor; younger people have a greater room for mistakes and 

wrong investment decisions as they have more time to catch up. 

However, Carlsson claims the portfolio bond will rather prevent than create risk. As the 

customer can invest in any security he or she prefer, the customer can have an even 

lower risk in the portfolio bond than in a unit-linked insurance. He argues that a suc-

cessful strategy would be to use two different financial investments strategies, one that 

is safe for the main part of the capital and one more aggressive alternative for a smaller 

part of the capital which is affordable to lose. For this strategy to hold it is important to 

adjust the mixture depending on the number of years until retirement. 

SPP puts a strong focus in looking over the customer´s total economic situation. It is 

important to perform a demand analysis and to have an overview of the entire economy 

of the customer. Carlsson emphasizes the importance to look at all assets, costs and in-

come of the customers to get a good overview of the financial situation. It is important 

for the financial advisors to provide the recommendations that are best suited for the in-

dividual customer. It is crucial to put each customer on a satisfying risk level and give 

them the best available supply of products. 

Carlsson recognizes the lack of knowledge among SPPs customers and claim many are 

not aware of what risks they are taking. “One example is that few knows that if your 

portfolio drops twenty percent it requires a twenty five percent increase to be back at ze-

ro” (J. Carlsson, interview, 2011-03-01). This further stresses the importance of having 

a diversified portfolio and be aware of the risks that comes with financial investments. 

A generation fund is a product solution that SPP actively promote to their customers. 

Generation funds are designed to contain a larger portion of stocks the more years the 

person has left until retirement. The portfolio has a higher risk, with a larger proportion 

in stocks, when an individual is younger. Then the portfolio phase out to run with most-

ly low risk funds the last years before retirement. 

Even if SPP and other providers of occupational pension put a lot of resources in advis-

ing customers in order to prevent high risk taking it is always up to the customer. In the 

end it is always the individual customer who takes the final decision. No matter how 

much recommendation that is given, people do need some knowledge in order to make 

healthy pension decisions (J. Carlsson, interview, 2011-03-01). 
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4.4 Skandia 

Skandia is one of the largest providers of pension investment alternatives in Sweden. 

The authors have been in contact with Helena Lundgren who works at Skandia. She 

holds the position as Business Process Developer and she provided the authors with im-

portant knowledge of her professional expertise of occupational pension and contributed 

with her knowledge of Skandia´s opinions. 

4.4.1 General impression and current situation 

Traditional pension insurance and unit-linked insurance are the standard occupational 

pension products Skandia provide for its customers. The company has for a long time 

provided the portfolio bond, as an offshore solution via their subsidiary located in Irel-

and. As a cause of an increasing customer demand, the organization is currently devel-

oping the portfolio bond for the Swedish market. “Customers will be able to invest in an 

open platform with access to all financial instruments available on the market” (H. 

Lundgren, interview, 2011-03-22). Lundgren believes the unit-linked insurance will be 

phased out because the portfolio bond solution offers more investment opportunities and 

an extended range of funds. This new possibility makes the unit-linked insurances less 

attractive. If the price of the portfolio bond will be about the same as for unit linked in-

surances, but with an expanded basket of financial instrument to choose from, there will 

be no fair reason to stick with unit-linked insurances (H. Lundgren, interview, 2011-03-

22). 

Lundgren argues there is a lack of knowledge among many of Skandia´s customers. 

Customers usually lack interest in pension and insurance related questions. They nor-

mally find it boring and uninteresting. The companies on the other hand are more inter-

ested in occupational products and more willing to learn its implications. Companies of-

ten use the occupational pension in a way to be attractive to its employees. It is impor-

tant to offer occupational pension solutions to their employees, making it possible for 

them to choose freely among several different pension products. One can also see a 

trend of individual customers being more interested in the pension system, especially as 

people get closer to retirement. “The consciousness of the pension system is bigger to-

day then ten years ago” (H. Lundgren, interview, 2011-03-22). 

4.4.2 Ideas of the Future 

Before Skandia decided to develop the portfolio bond product, they performed an ex-

tended market analysis trying to grasp the demand and market opportunity for this solu-

tion. The analysis has been followed up closely during the process of the product devel-

opment. “We see an increasing demand and together with professional consulting we 

believe it will be a high quality product for the future” (H. Lundgren, interview, 2011-

03-22). Lundgren also highlight that for Skandia this product will in first place be for 

individuals in managing positions, company owners and the top management. The 

product is not in first hand for customers with small savings or individuals who have an 

extremely carefully approach towards risk. However, Lundgren does not see that it will 

be a niche product as it reaching to everyone with an interest in investing pension capi-

tal in additional financial instruments. 

Lundgren see portfolio bond to be a product for the future and she claims the portfolio 

bond is a natural development of the existing products. She argues however for the im-

portance to consult with a financial advisor beforehand as one can take a high risk with-
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in the portfolio bond. Even though the awareness of risk and knowledge of financial in-

struments increases among the population, the financial market is complex. The process 

of pension capital investment requires a lot of time in order to be updated on global fi-

nancial happenings that could affect the individual portfolio. Time is a resource many 

customers claim they do not possess. 

4.4.3 Ideas of risks involved with the Portfolio Bond 

The market is going from letting the pension institutions take the risks
21

 towards hand-

ing the risk taking over to the individuals.
22

 Lundgren claims there is a lack of know-

ledge among the general customer and often the customers do not know the risks they 

are being exposed to. It might have a devastating effect on the investments if the inves-

tor does not know what risks he or she might take. Lundgren point out that it is impor-

tant to calculate the risk factor of your financial investments. She also argues for the 

possibilities to avoid risk by using accurate investment tools and have a consultation 

with a professional advisor. “The advisor has an important responsibility to inform the 

client of which risk he or she is being exposed to” (H. Lundgren, interview, 2011-03-

22). Lundgren believe the risk will decrease if clients have a professional advisor. “Fi-

nancial advisors in Skandia are licensed since they have great responsibility for control-

ling the customer’s portfolios and having regularly meetings” (H. Lundgren, interview, 

2011-03-22). Advisors should also have the knowledge to decide if the individual cus-

tomer really is ready, as well as having the knowledge, to invest in the portfolio bond. 

“A major responsibility for our advisors is to provide customers with the correct infor-

mation in order for them to always be aware of the risks” (H. Lundgren, interview, 

2011-03-22). Lundgren also argues for the importance to consider the gained possibili-

ties instead of focusing on the increased risks that might come with portfolio bonds. 

As the market develops towards a more open trading policy, with the possibilities to in-

vest in any structured financial product as desired, the attitude to risk will be a crucial 

factor. It is a process customer always will have to deal with. 

4.5 Swedbank 

At Swedbank the authors interviewed Jim Andersson who holds the position as an in-

surance specialist, focusing on self-employed businesses and small businesses with few 

employees. The strategic aim of his work is to provide the same coverage for employees 

and small corporate owners without the collective agreement, as those who do possess 

the agreement through a labor union. It includes pension insurance, casualty insurance, 

health insurance, life insurance, and insurance solutions between the partners of the 

firm. Andersson is located at Swanbank’s office in Jönköping and deals with clients in 

the area of Jönköping and its surroundings. The insurance products are developed on a 

central level in the organization of Swedbank and the authors can therefore to some ex-

tent generalize the same policy of occupational products occur within the entire organi-

zation of Swedbank. 

                                                 
21

 As the traditional pension insurance was the only product before. In traditional pension insurance the 

customer is guaranteed a specified amount, hence the risks were in the hands of the pension institution. 
22

 As introduction of unit-linked insurance and the portfolio bond. In both products the individual has the 

whole responsibility and no guraranteed return. 
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4.5.1 General impression and current situation 

Swedbank today does not have the portfolio bond product similar to the one at Danica 

Pension, Nordnet, and Avanza. They are not in the process of developing one either. 

The traditional pension insurance and the unit-linked insurance are strong products 

which still are valuable for the organization of Swedbank. Andersson does not see the 

portfolio bond to have a successful future, especially not for Swanbank’s customers. 

They see the portfolio bond as a niche product, attractive to a small number of individu-

als and it is the overall opinion among the entire pension department of the Swedbank 

organization. Swedbank does not see any demand for the portfolio bond and their 

present decisions is to hold at existing products. What they do have is a similar product 

within the scope of a capital assurance. “If we see an upcoming demand from our cus-

tomers, we can easily develop the portfolio bond by transforming it from our capital as-

surance product” (J. Andersson, interview, 2011-03-01). However, today there is no 

such demand among the bank´s customers. Customers are usually careful in speculating 

with pension capital, just because they are afraid of losing it. 

4.5.2 Ideas of the Future 

The experience Andersson gained from Swanbank’s customers is that most individuals 

are still not ready for a product like the portfolio bond. There are two major aspects of 

why they do not see a demand. First of all there is a lack of interest among customers 

when it comes to pension insurance. The general individual does not understand nor 

have the interest of pension savings. Secondly, they are not willing to sacrifice the time 

and energy necessary to gain the knowledge needed for making profitable investment 

decisions, especially not since there are numerous financial advisors present in the mar-

ket. With the lack of interest comes the shortcoming of knowledge of financial invest-

ments. Even though the population of Sweden is among the most frequently investors of 

stocks and funds, the general knowledge of these types of financial investments are not 

sufficient (J. Andersson, interview, 2011-03-01). 

In the future, pension system will most likely involve more flexible solutions for its cus-

tomers. A development towards the portfolio bond is one step in that direction. Even 

though the majority of the customers of Swedbank do not request such products, An-

dersson see the market heading towards a more flexible market of occupational pension 

products, whether the portfolio bond is to be the right one or not. 

4.5.3 Ideas of risks involved with the Portfolio Bond 

Andersson believes there is a moving trend to a more open-minded and flexible market 

for occupational pensions. He thinks that as the market develops to more independent 

financial investments possibilities, it will induce greater risk for the individual. Custom-

ers are usually not aware of the risk with their investment, only focusing on the benefits. 

A tendency many professionals can agree on. In most pension institutions it is common 

to see that many people tend to put their savings in stocks or funds. The fact is that the 

Swedish population is among the most frequent traders of these financial instruments. 

Although, when it comes to actively care for the pension capital, the interest and activi-

ties decreases heavily. Andersson has his thoughts about this pattern; “Some people 

think it is cool to invest and purchase stocks, but they are not aware of the risks that 

such financial investments brings” (J. Andersson, interview, 2011-03-01). 
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Andersson highlight an important regulation that was put into order in 2005. A new 

judicial regulation was developed in order to increase customer protection. The law im-

plied financial advisors to document all communication between seller and buyer. By 

following those guidelines of the law, the buyer of a portfolio bond or other financial 

products could put better trust in the advisor since all recommendations nowadays must 

be appropriate for the needs of the customer. The lawmaker believes this will enhance 

customer protection. The new jurisdiction brought a more calm advising policy on the 

Swedish financial market, giving the investor more protection. The focus is concen-

trated to the customers individual risk profile and looking at his or her entire economic 

situation. Having a complete overview of the customer´s economic situation makes it 

easier for the advisor to recommend products best suited to the customer´s individual 

risk level. 

4.6 Länsförsäkringar 

At Länsförsäkringar we interviewed Malin Sonnvik who holds the position as Manager 

of Business Process Support at Länsförsäkringar’s office located in Jönköping. Sonnvik 

supervises employees working with the administration of corporate related life- and 

pension insurances. She has earlier been working as an investment advisor and has great 

knowledge of occupational pension products provided by Länsförsäkringar. 

4.6.1 General impression and current situation 

Today Länsförsäkringar offer their customers two main solutions regarding occupation-

al pension, the traditional pension insurance and unit-linked insurance. As usual for the 

traditional pension insurance, Länsförsäkringar administrate the contents of securities. 

Länsförsäkringar do not offer a product with the similar solutions and characteristics as 

the portfolio bond. “Currently we do not see a customer demand for the portfolio bond 

solution” (M. Sonnvik, interview, 2011-02-16). Sonnvik believes the portfolio bond ad-

dresses a niche group of investors who possess great knowledge of the financial market 

and who are willing to take risks enough for such kinds of financial investments. From 

her experience people tend to have minor knowledge of how to invest their pension cap-

ital; therefore there it is a huge part of the customers who choose the traditional pension 

insurance. More products involved in the pension system will be seen as confusing for 

the customers at Länsförsäkringar, as the market and supply of occupational pension 

products already is very complex. “If we will see an increasing demand for the portfolio 

bond later on, then we will have to take a look at the possibilities to develop the prod-

uct” (M. Sonnvik, interview, 2011-02-16). 

There are no specific groups of people among the customers of Länsförsäkringar who 

tend to invest more or have greater knowledge about financial investments and occupa-

tional pension products. “The general knowledge among the Swedish population is very 

poor when it comes to occupational pensions; the majority chooses traditional pension 

insurance instead of a unit-linked insurance” (M. Sonnvik, interview, 2011-02-16). 

4.6.2 Ideas of the Future 

Sonnvik possesses a careful approach for the future of the portfolio bond. In line of the 

overall opinion at Länsförsäkringar she does not believe there will be any major 

changes in the pension system over the next years. Instead Sonnvik stresses the impor-

tance of private savings and how it always will be an important and contributing part to 
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the total pension capital. “The most important is to have private savings and the know-

ledge of how to invest it” (M. Sonnvik, interview, 2011-02-16). 

Before one start to invest in pension insurances it is important to consider private sav-

ings. As the money in pensions insurance are locked mostly until the customer turn 55 

years old, one should make sure to have enough on the bank account first. “It is impor-

tant to build an individual buffer for unexpected costs before investing in pension funds, 

especially in younger ages” (M. Sonnvik, interview, 2011-02-16). 

A general pattern Sonnvik notice is that the amount of savings and frequency of invest-

ing tends to follow the economic development, on a macro level. In times when the 

economic situation of the country is good people tend to save larger amounts and more 

frequently, and vice versa. 

4.6.3 Ideas of risks involved with the Portfolio Bond 

Investing pension capital in stocks increases the risk of the capital compared to if the 

same amount where to be invested in funds. Except for the high risk, investing profita-

ble in the stock market requires knowledge and experience of the financial markets. 

“With the low understanding of financial investments our customers generally have to-

day, we usually recommend our customers the traditional pension insurance instead of 

the unit-linked insurance” (M. Sonnvik, interview, 2011-02-16). Länsförsäkringar rarely 

recommend their customers to choose an alternative like the Danica Pension´s portfolio 

bond solution, because of the high risk involved. Sonnvik also wish to call attention to 

the importance of having an investment advisor if choosing to invest in the portfolio 

bond. She also argues for the importance of a financial investor in general when it 

comes to occupational pension. As the occupational pension gets more important for the 

entire pension capital she says that if the customer lack of interest or knowledge he or 

she shall always consult with a professional advisor before taking actions (M. Sonnvik, 

interview, 2011-02-16). 

4.7 Summary of Banks and Pension Institutions 

The opinions of the banks and pension institutions the authors have been in touch with 

have been similar in some questions and different in others. The companies seem to 

have a similar idea regarding risks, although still disagreements exist to one extent. Re-

garding the future the authors have seen two sides, one side that believes portfolio bond 

will have an important role in the future and one side that disagrees and think the port-

folio bond is a product for a small group of people and is not here to stay. 

Danica is the only company the authors have been in touch with that currently offer the 

portfolio bond in the Swedish market. Since Danica introduced the portfolio bond to 

their supply of products they have faced a significant increase in volume. The portfolio 

bond has attracted not only existing customers, but also customers from their competi-

tors. However, even though Danica is positive for the future of the portfolio bond they 

still think it will take some time for it to be fully accepted in the market. 

Handelsbanken, SPP and Skandia are all in the process of developing or looking into the 

development of the portfolio bond. They all, including Danica, see the portfolio bond as 

a natural product development in the Swedish occupational pension system. Danica, 

Handelsbanken, SPP, and Skandia all see an increasing customer demand for the portfo-

lio bond. However they seem to believe to one extent that right now the portfolio bond 
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is only for a particular group of customer with an interest in financial investments. Al-

though, they all agree to the idea of Danica that the portfolio bond will increase in popu-

larity but it might just take some time. Handelsbanken and Skandia both argue that the 

portfolio bond is in first place for a specific group of customers. Handelsbanken do see 

an increase in demand, however mainly for a specific group of people. Therefore they 

see the portfolio bond as a niche product at the moment, even though they believe the 

portfolio bond will be for everyone in the future. Skandia, to some extent, agrees to this 

idea. Helena Lundgren at Skandia says that for them this product will in first place be 

for individuals in managing positions, company owners, and top management. Howev-

er, she argues it is not a niche product as it still reaches to everyone with the interest to 

invest pension capital in additional financial instruments. 

Länsförsäkringar and Swedbank however disagree. None of them are currently working 

on the development of the portfolio bond. Neither of them sees a customer demand and 

do not think the portfolio bond will increase in popularity in the future. Malin Sonnvik 

at Länsförsäkringar does not believe in any major changes in the structure of the occu-

pational pension system in the next years. Jim Andersson at Swedbank does not see a 

demand among Swanbank’s customers at the moment. He argues that the portfolio bond 

is a niche product for a very limited group of people. Andersson further argues for two 

reasons why there is not a demand among their customers. First of all there is a lack of 

interest of pensions in general. Secondly, the customers are not willing to put the time 

and energy into investing the pension capital. Malin Sonnvik’s argument agrees with the 

one of Swedbank where she also discusses the fact of low interest and knowledge of 

their customers. She argues that the portfolio bond is for a very small group of people 

with a high interest in financial investments, however the main part of Länsförsäkrin-

gar’s customers do not belong to that group. She also mentions the fact that too many 

products in the market will only confuse the customers as the market for occupational 

pension already is complex. However both Länsförsäkringar and Swedbank mention 

that if they see an upcoming trend in the future they will probably develop a product 

similar to the portfolio bond as well. 

All companies are currently offering traditional pension insurance and unit-linked insur-

ance. For SPP, Handelsbanken and Skandia, who all are in the developing process of the 

portfolio bond, the opinions in how the portfolio bond will affect these products seem to 

be overall the same. They believe that the traditional pension insurance will stay strong 

for the group of customers with a small or no interest and knowledge in financial in-

vestments. SPP and Danica argue that traditional pension insurance holds a strong posi-

tion in the Swedish market and will probably continue that way. Danica, SPP, and 

Skandia believe the unit-linked insurance however will be phased out along with the in-

troduction of the portfolio bond. As the portfolio bonds offer even more opportunities 

than the unit-linked insurance they believe the unit-linked insurance will in time be re-

placed by the portfolio bond. 

All companies the authors have interviewed have the same opinion regarding the ac-

tiveness among their customers. The rate of activeness relates to how active the custom-

ers are in the administration of the pension capital. In all companies customers are gen-

erally not active in trading and updating their portfolio and Handelsbanken mentions 

this as one of the risks with the portfolio bond. The portfolio bond probably requires 

even more engagement from the customer than other products. SPP would estimate that 

only about 5-10% of all their customers are active on their own and changes in the port-
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folio occur normally only after consultations with a financial advisor. Länsförsäkringar 

and Swedbank also see a low level of activeness among their customers and they argue 

this is a reason why customer should not be offered the portfolio bond. 

The knowledge of the general customer is very low. This is the opinion of everyone the 

authors have interviewed. Jim Andersson at Swedbank argues that customers are usual-

ly not aware of the risk with their investment but are only focusing on the benefits. Mi-

kael Andersson and Mats Nilsson at Handelsbanken also have the same opinion. They 

say that no matter how precise information given to the customer, often they are still not 

aware of the risks they are being exposed to. The poor knowledge might cause a risk of 

the future pension capital when more responsibility is put on the individual customer. 

Therefore, all companies agree of the importance of consultation with a professional 

advisor before making investment decisions. Malin Sonnvik at Länsförsäkringar argues 

for the fact that everyone no matter what product they choose always shall consulate 

with a financial advisor beforehand. As the knowledge in general is low it is important 

to receive help and recommendations. Helena Lundgren at Skandia also highlights the 

importance of a financial advisor. She argues that as the portfolio bond becomes more 

popular it puts more responsibility on the consultant to inform the customers of the risks 

he or she is being exposed to. She also mentions that the advisor should have the know-

ledge to decide whether or not the customer is ready for the portfolio bond, as well as 

having the knowledge required. Jan Carlsson at SPP also stresses the importance of 

consultation and mainly the quality of the consultation. He argues for a detailed consul-

tation where the entire economic situation of the customer is taken into consideration. 

However he also says that in the end it is always up to the customer to decide, the finan-

cial advisor can only do so much. Therefore it is crucial that the customer hold enough 

knowledge in order to take healthy investment decisions. However even though the 

knowledge is low, Handelsbanken and Skandia both claim that in the last year the level 

of knowledge has increased. “We see an increasing demand and together with profes-

sional consulting we believe the portfolio bond will be a high quality product for the fu-

ture” (H. Lundgren, interview, 2011-03-22). She also argues that the consciousness of 

the pension system is bigger today than ten years ago. Mikael Andersson and Mats Nils-

son at Handelsbanken also see an increase of customer’s knowledge, not only for occu-

pational pension but in general. 

All of the companies the authors have interviewed believe the risks to some extent in-

creases with the portfolio bond as more responsibility is put on the customer. However 

Danica, Skandia, and SPP all discusses that in fact portfolio bond can be less risky than 

the unit-linked insurance. As the customer can invest in all securities in the portfolio 

bond the customer can choose whatever risk level he or she want to take. In fact, the 

customer can invest in securities that will prevent their capital to decrease in value and 

therefore the portfolio bond does not have to be a risky choice. Although the portfolio 

bond might mean less risk, all companies believe that it is crucial for the customer to 

have knowledge in some extent in order to know what the portfolio bond imply and the 

risks associated to the choice of financial securities. All also agree on the importance of 

guidance from a financial advisor and diversification of the portfolio in order to spread 

the risks. 
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4.8 Survey of population 

The authors have completed a survey in which 40 people randomly participated. The 

survey was designed in order to find out the interest in financial investments, the know-

ledge of occupational pension, and the willingness to take risks. From the survey the au-

thors have selected important variables to look deeper into in order to get a good esti-

mate of the answers to the research questions of this thesis. The outline of the survey is 

to be seen in appendix 1. The first questions are designed to get the basic information 

such as age, gender, and the educational background of the respondents. Thereafter the 

authors want to find if there is a general interest of financial investments and the know-

ledge of financial investments. By asking if the respondent invests in stocks and funds 

the authors hope to get a deeper understanding of the actual interest. The next section of 

the survey deals with the occupational pension. The authors want to find out if the res-

pondent has occupational pensions and the knowledge of the administration of it. The 

purpose is to find how the occupational pension is administrated of each respondent to-

day and the willingness of risk taking of the occupational pension. 

The survey was answered by 40 people of whom 23 were men and 17 women. The au-

thors found that in general more men than women have an interest in financial invest-

ments
23 

and consider themselves to have a high knowledge of financial investments.
24

 

However, both of the genders are equal in how many that invests in stocks and funds. 

65% of the women invest in either stocks, funds, or both and the same 65% applies for 

the men. However, the willingness of taking risks differs between men and women, 

where more men are willing to take risks
25

. This can be seen in the percentage of men 

investing in stocks compared to women. 48% of the men invest in stocks, while only 

29% of the women. But while women tend to take lower risks and consider them having 

lower knowledge they are more active in their administration of occupational pension 

then men. 53% of all women are active in the administration while only 38% of the men 

are. 

50% of all respondents had a general interest of financial investments. 9 out of 10 with 

an interest in financial investments own stocks, funds, or both. The authors found a sig-

nificant positive correlation between an interest of financial investments and private fi-

nancial investments, see appendix 2. This indicates that a person with a larger interest in 

financial investments will invest in a greater sense and in more complex products. The 

authors also found that even though the respondent had an interest in financial invest-

ments only half of them were active in the administration of the occupational pension. 

In figure 9 one can see the distribution of knowledge of financial investments between 

the respondents. More than half, or 57.5%, believe themselves to have low knowledge 

of financial investments and only 10% a high knowledge. This indicates that the general 

knowledge is quite low. 

                                                 
23

 57% of the men have an interest of financial investments while only 41% of the women 
24

 13% of the men think they have a high knowledge of financial investments, while only 5.9% of the 

women think the same. 
25

 63% of the men were willing to take a risk compared to 47% of the women. 
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Figure 9 Chart over knowledge in financial investments 

More years of education does not necessarily mean a higher knowledge of financial in-

vestments. The authors found no significant correlation between years of higher educa-

tion and knowledge of financial investments, see appendix 3. As much as 62.5% of the 

respondents with four or more years of higher education consider themselves to have 

low knowledge of financial investments. A greater part of the people with lower educa-

tion than a higher education chooses to administrate their occupational pensions by 

themselves
26

. 

The authors found a small, but significant correlation in the age and knowledge of the 

participants, see appendix 4. This indicates a tendency that a person with higher age has 

higher knowledge of financial investments. 

The activeness of the administration of occupational pension is low. More than half, as 

much as 62.5% of the all respondents are not active or do not know if they are active or 

not in the management of their occupational pension. More than half of everyone, 55% 

who knows they have occupational pension are not active in the administration or do 

not know if they are active or not. 

Only 37.5% of the respondents look over their financial investments at least once a 

year. Figure 10 summarize the activeness of the administration of the occupational 

pension among the respondent. 

                                                 
26

 27% of people with 0-1 years of higher education administrate their occupational pension by them-

selves while only 12.5% of the people with 4 or more years of higher education choose to do so. 
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Figure 10 Chart over activeness in the administration of the occupational pension 

The level of activeness is low even among the participants with high knowledge of fi-

nancial investments. Only 50% of the participants with a high knowledge are looking 

over their portfolio at least once a year. In total 65% of the participants invest their sav-

ings in stocks, funds, or both. However, only 20% of them are active when it comes to 

the occupational pension. 

Figure 11 gives a summary of how the participants administrate their occupational 

pension. One fifth administrates it all by themselves while 15% administrates it by 

themselves but receive advices from a professional advisor. More than half, 57.5%, 

choose to assign the administration to someone else, while as much as 15% do not even 

know by who the occupational pension is administrated. 

 

Figure 11 Chart over administration of occupational pension 

As much as 25% of the people who administrate the occupational pension by them-

selves have a low knowledge of financial investments. 75% of the respondents with 

high knowledge choose to invest themselves. However, 80% of the participants with 

low knowledge let someone else administrate their occupational pension. 
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The authors found a significant correlation in knowledge of financial investments and 

the willingness of risk taking. This means that participants with higher knowledge are 

more willing to take greater risks than participants with low knowledge. Hence, 75% of 

the participants with high knowledge would like to invest the whole or a part of their 

occupational pension in stocks. However, as much as 52.2% of the participants with low 

knowledge were also willing to take risks. The main reason for why the participants 

were willing to take risks was the fact that it creates opportunities for a higher return. 

Some also stated that in order to gain profit one has to take a chance. On the other hand 

37.5% of the participants were not willing to take risks. The general reason was that oc-

cupational pension was too important to take a chance upon. 

The authors also found a correlation between the interest of financial investments and 

the willingness of risk taking, see appendix 5. Hence, the greater interest the more likely 

is the participant to invest in products with more risk. 

Figure 12 summarize the willingness of risk taking among respondents. Almost half of 

the participants, or 47.5%, want to invest a part or the whole occupational pension capi-

tal in stocks. 37.5% do not want to engage their occupational pension in stocks, while 

15% do not know. 

 

Figure 12 Chart over willingness to take risks 
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5 Analysis 

In the analysis the authors will use the frame of references in order to throw light on the 

empirical results. The frame of references will be used and compared with the observa-

tions of the empiric research. A comparison between the interviews and the survey will 

also be done. The opinions and arguments of the banks and pension institutions the au-

thors have interviewed will be compared and analyzed. The authors will also compare 

these with the survey performed on the general population to analyze the results of the 

survey against the interviews. 

In order to find out if the portfolio bond will have a future in the Swedish market and to 

estimate the popularity of the portfolio bond in the future the authors have looked at 

theories of buyer behavior. The authors have also looked at the likelihood that custom-

ers will choose the portfolio bond and that the demand will increase. The involvement 

theory discusses the level of knowledge and understanding of the product. From the 

survey the authors found that the knowledge of financial investments in general is very 

low. The banks and pension institutions the authors have interviewed also have the opi-

nion of a low knowledge of financial investments among the population. The portfolio 

bond might be a risk towards the future pension capital if the knowledge is bad, because 

then the customer will not know what he or she is getting into. Therefore the authors 

can conclude that the risk importance is high. The level of involvement and risk impor-

tance will affect the buyer behavior and in this case it might lead to that customer 

choose not to invest in the portfolio bond. The theory states that if a customer is uncer-

tain to the risk, he or she will gather more information about the product and what risks 

it brings. However, from the survey made by the authors, the opposite is true. Regard-

less of the consciousness of what risk is connected to certain financial investments, cus-

tomers tend to invest their pension capital in risky securities. The companies the authors 

have interviewed all say that many of their customers are not aware of the risk. A low 

involvement together with a high level of risk importance might prevent people from 

choosing the portfolio bond. In these situations it becomes critical for the financial advi-

sors to inform and make sure the customers get the right knowledge. It is important to 

give the customer a feeling of high involvement. As knowledge also will reduce the risk 

of the portfolio bond it is even more important for customers to have a basic knowledge. 

The theory of buyer behavior discusses that people are influenced by their surroundings. 

The authors believe this is especially true for the portfolio bond. As interest and know-

ledge is low, people might not look for information themselves but rather be influenced 

by people around them. All banks and pension institutions seem to think that the portfo-

lio bond is in first hand for a specific group of people with an interest in financial in-

vestments. Skandia discusses that this product will in first place be for individuals in 

managing positions, company owners and top management. The buyer behavior theory 

argues that the greatest influence of buyer behavior is profession and the economic situ-

ation. The authors believe this is particular true in the case of the portfolio bond as a 

person with a higher income might have more to invest and therefore will be more con-

scious in the decision of the occupational pension. However, what determines the pur-

chase/investment decision of financial instruments, the authors believe is to be more 

widen and more complex in its cause. From interviews with the pension institutions the 

authors found that their customers tend not to be active in the administration of the oc-

cupational system. The authors find that the major influence on investment decisions 

comes from financial advisors. The financial advisors have a great amount of impact 
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when it comes to the customer’s decision in how to invest the pension capital. The rea-

son for this the authors believe is the trust in the advisor to know the best because of the 

knowledge the advisors possesses of financial investments. Together with an overview 

of the individual customers entire economic situation and his or hers reasonable judg-

ment the possibilities for profitable investments increases. 

The banks and pension institutions the authors have interviewed have different opinions 

regarding in which direction the market is heading with the portfolio bond. For the 

companies who believe the portfolio bond has a positive future prospect, they also be-

lieve the market is heading towards the portfolio bond solution. P. Uväng at Danica to-

gether with M. Andersson and M. Nilsson at Handelsbanken are both arguing for the 

fact that the individual customer desires the possibility to choose by them, which is one 

of the purposes of the portfolio bond. Making customers able to choose financial in-

struments from all over the world they believe is a future model. As the customer also 

have the possibility to take a less active stand in the portfolio bond, in time they see the 

product will attract more and more customers. 

As the market for occupational pension get more and more complex, involving more 

products and judicial regulations, the importance of having a financial advisor when in-

vesting pension capital increase. All of the interviewed companies agree to the fact that 

everyone should take help from their bank or pension institution when investing, espe-

cially for the portfolio bond. The knowledge and interest among the general population 

is not enough to handle the risks and complexity of the portfolio bond, therefore having 

a financial advisor is preferable. 

Jim Andersson at Swedbank argues for two reasons why there is not a demand among 

their customers. First of all there is a lack of interest of pensions in general. Secondly, 

the customers are not willing to put the time and energy into investing the pension capi-

tal. From the survey observations the authors found this to be true. The general individ-

ual has neither the interest nor the time to actively take a stand in the investment deci-

sion of the occupational pension. However the authors believe that in this case the de-

mand might be something that the pension institutions create rather than coming from 

the customers in first hand. As knowledge of financial investments in general is low, 

few people know what they can request and the opportunities that exist. The authors be-

lieve that often when it comes to financial investments the customers do not know the 

supply of financial instruments until someone tells them about it. The authors also be-

lieve that as several companies are in the process to develop the portfolio bond they will 

make sure to promote it and that as many as possible hear about it. They would not in-

vest a lot of resources to the development of a new product if they did not think of it as 

a good investment opportunity, as well as they want to make money on the new product 

by making sure as many customers as possible demands it. As they also want customers 

to be pleased with the new product they will also make sure that the customers get the 

help and guidance needed from a financial advisor. All companies the authors have been 

in touch with argue for the importance of consultation with an advisor. The authors be-

lieve this to be true and as the companies start to offer their customers the portfolio 

bond they will also make sure the customers will be pleased by offering them consulta-

tion. Therefore the authors believe that the portfolio bond will increase in popularity in 

the future and will become a popular investment alternative. 

In order to find whether or not the portfolio bond might cause a risk for future pension 

capital it is crucial to get an idea of investment behavior and the risks associated to the 
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portfolio bond. A crucial factor is the knowledge among the general individual. As a 

high knowledge means that the person is aware of the risks and therefore might chose a 

safer investment alternative than people with low knowledge. From the survey the au-

thors found that as much as 57.5% believe themselves to have a low knowledge of fi-

nancial investments and as much as 62.5% are not active in the administration of their 

occupational pension. From this the authors can draw the conclusion that the knowledge 

in general is low. The banks and pension institutions the authors have been in touch 

with agrees with this statement. They see a low knowledge and interest among their cus-

tomers. With a low knowledge the portfolio bond might create risks in a way that the 

customers do not know what they are getting into. Mikael Andersson and Mats Nilsson 

at Handelsbanken say that the poor knowledge might cause a risk of the future pension 

capital when more responsibility is put on the individual customer. As the portfolio 

bond is complex and involves a lot of security options the authors believe it to be criti-

cal that the customers have at least the basic knowledge in financial investments and 

different securities. Nilsson (2000) mentions it is important to be aware of one’s risk 

profile, but also the supply of securities and how they function. An investor shall always 

consider the time horizon, the longer time until the money is needed the more risk one 

can take. If the customers do not know these basics they might invest in securities they 

will later regret. 

Fill (2005) claim customers always consider risk when doing investments. However, the 

people from the banks and pension institutions the authors have interviewed all thought 

that often the customers are to not aware of the risks they are being exposed to when in-

vesting pension capital. The results from the survey also confirm that despite lack of 

knowledge or higher education, people tend to invest their capital in risky assets such as 

stocks and funds. According to Peter Malmqvist (2011) Swedes are investing their 

pension in far too risky financial investments. He argues too many are placing a lot of 

their capital in stocks and if you happen to retire in times of a financial crisis you might 

lose 50-60% of your pension capital. However, Patrik Uväng from Danica argues the 

opposite. He says very few individuals invest the entire pension capital in high risk se-

curities. No matter the risks due to lack of knowledge the authors believe it is easier to 

fall into the traps of emotional trading when financial knowledge is low. James Montier 

(2007) says that emotions are the key to explaining the investing behavior. The authors 

believe that with lack of knowledge the customers are more likely to fall into the trap of 

letting their emotions decide. A professional investor might sometimes let the emotions 

take over hand as well but the authors believe this to be even more true if the knowledge 

is low, as then emotions often is the only thing investment decisions is based upon. Mi-

kael Andersson and Mats Nilsson at Handelsbanken however argue that they see an in-

crease of customer’s knowledge, not only for occupational pension but in general. 

However the authors doubt that the knowledge is enough to administrate their own oc-

cupational pension capital in the portfolio bond. Engström and Westerberg (2003) argue 

for the importance of financial education when open up the opportunity for individuals 

to take the charge over their pension. The authors find this also important when choos-

ing the portfolio bond. 

Another thing that might involve a risk with the portfolio bond is the lack of activeness 

among the general population. Customers are generally not active in trading and updat-

ing their portfolio. Handelsbanken mention this as one of the risks with the portfolio 

bond. The portfolio bond probably requires even more engagement from the customer 

than the other products. Women tend to make active investment decisions in a larger ex-
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tent than men, shows a study of Engström and Westerberg (2003). This is in line of 

what the authors found in their survey. However the rate of activeness is low as only 

37.5% of the participants are active in the administration of their occupational pension 

capital. Länsförsäkringar and Swedbank also see the low level of activeness among their 

customers. They argue this is a reason why customer should not be offered the portfolio 

bond. The authors believe that in order to get as much as possible out of the portfolio 

bond it becomes critical to actively administrate the capital. The riskier securities the 

customers choose the more important will it be with an active administration. 

Elton, Gruber, Brown & Goetzmann (2011) argue for the fact that risk and return shall 

always be correlated and the importance of having a diversified portfolio. This is of 

course easier when there is a greater supply of securities available. The portfolio bond 

gives the investor an opportunity to choose whatever securities he or she wants. Not on-

ly will the investor be able to choose whatever securities available, the customer can al-

so choose what markets to invest in depending on what market he or she believes in. 

Larsson (2007) and Nilsson (2000) also discuss the importance of diversification. Nils-

son argues that a way to limit the risk is to diversify between companies, sectors, and 

markets. The supply of securities and different markets to invest in gives the investor a 

good opportunity to diversify the pension capital and in that way limit the risks. There-

fore the portfolio bond will be less risky than unit-linked insurance, if used in the right 

way. Handelsbanken, Danica, and SPP all argue for the fact that the portfolio bond is 

less risky than the unit-linked insurance. They mention the fact that in the portfolio 

bond the investor can choose to only invest in equity linked note bonds with a guarantee 

to receive 100% of the original amount. Therefore the portfolio bond do not have to be 

risky at all but in fact give the investor an opportunity to increase the capital if the value 

of the underlying asset goes in the right direction, but prevent the capital from decreas-

ing in value. The investor can also choose to invest in different securities depending on 

the market situation at the moment. Therefore the portfolio bond might be a safer alter-

native than the unit-linked insurance, but generate more return than the traditional 

pension insurance. 

Even though the population have a low knowledge of financial investments and almost 

no interest in occupational pension the authors believe the portfolio bond to be a good 

investment alternative. Traditional insurance will still be available for customers with 

no interest but portfolio bond is a good alternative for customers that would like to ac-

tively take a stand in the occupational pension. However it is crucial to have regular 

consultant and guidance from a financial advisor and to understand what the invest-

ments mean. Therefore it puts a high responsibility on the financial advisor as well. 

“The consultant has an important responsibility to inform the client of which risk he or 

she is being exposed to” (H. Lundgren, interview, 2011-03-22). This means that the fi-

nancial advisor must not only have a high knowledge of financial investments but also 

have a pedagogic skill in order to educate the customer. The authors believe that with 

the right education and an understanding of the customer the portfolio bond is an in-

vestment alternative with a high quality. As it does not have to mean higher risk taking 

it gives the investor the possibility to be at any risk level he or she prefer. It will also be 

easy for the customer to be active and change securities as the market, or the individu-

als´, situation changes. However it will be crucial to give the customer the information 

of what to expect. If the customer has a low knowledge it might be that the customer 

does not know what they can expect from neither the financial advisor nor the portfolio 

bond. The authors believe in the arguments of Danica and Skandia that the portfolio 
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bond will in time replace the unit-linked insurance as the characteristics are the same. 

Both are connected to insurance and in both cases the investor can choose what funds to 

invest in. However the portfolio bond offers even more as it gives the investor the pos-

sibility to invest in bonds, options and stocks as well. 

Therefore the authors do not see why it would be beneficial for customers to choose 

unit-linked insurance instead of the portfolio bond. 
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6 Conclusion 

In the conclusion the authors will summarize the findings of the thesis. The most impor-

tant part of the research questions, the analysis, and the empirical findings will be summa-

rized. The authors will use the most relevant research questions in order to get a short but 

describing section which will give an overview of the findings of this thesis. 

The authors believe there are several factors that are important for the determination of 

financial innovations. When entrepreneurs see a market opportunity for a new product 

or service an innovation would be appropriate. Companies may see an increasing de-

mand for a new solution that will give them benefits and increased market shares com-

pared to competitors. Judicial regulations, or changes in the judicial system might be 

factors of which will increase the opportunities for innovations in any sector, as legal 

rules sometimes can be a hinder for the economic development. Furthermore the authors 

believe, as the theories have stated, that the development of the information technology 

is of high importance for innovations in other sectors. Many new innovations exist to-

day because the technical requirements are now available, which was not the case a few 

years ago. 

Even though Patrik Uväng mentions there were no particular determinants in the intro-

duction of the portfolio bond the authors still think that these changes in the pension 

system might have caused companies to look for new innovations. Because of these 

changes among others, the authors find it desirable for financial innovations to take 

place in the market for pension products. A few companies saw an opportunity for a fi-

nancial innovation in the market for occupational pension and introduced the portfolio 

bond for Swedish customers (Sundra, 2010). 

Among the companies the authors have interviewed, four out of six pension institutions 

already have the portfolio bond or are in process to develop a similar product. All 

pension institutions argue for low knowledge and interest among the population and our 

survey indicates on the same. Therefore the pension institutions stress the importance of 

guidance from a professional advisor if choosing the portfolio bond product. Therefore 

the authors believe the portfolio bond is a good investment alternative that will increase 

in popularity in the nearest future. Based on the positive response for the other four 

pension institutions the authors believe the portfolio bond will have a bright future. 

With the right promotion the demand for the portfolio bond will most likely increase as 

well as popularity. 

If the portfolio bond will get a penetrating power the authors believe it will change the 

structure of the occupational pension system as more and more customers and capital 

will move from the unit-linked insurance to the portfolio bond system. With the portfo-

lio bond the possibilities to be exposed to risks can increase if the customers choose to 

invest in risky instruments located in risky areas. As the providing institutions of the 

portfolio bond strongly recommend their customers to take help from their financial ad-

visors, the customers’ exposure to risk will be minimized. Therefore the portfolio bond 

should not be seen as a more risky investment alternative then the unit-linked insurance. 

As with the portfolio bond also comes the possibilities to invest in safe, interest-bearing 

assets such as risk-free government bonds. Together with the financial guidance pro-

vided by the pension institution and a healthy judgment by the customer, the portfolio 

bond will not be a risk towards future pension capital. 
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The authors find no reason to reject the first hypothesis. The belief is that the portfolio 

bond will be popular in the future and that the portfolio bond is in the Swedish market 

to stay. However, the second hypothesis is rejected. The authors do not find that the 

portfolio bond will increase the risk towards future pension capital, but rather the other 

way around. 
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7 Future Studies/Discussion 

During the process and the study of the occupational pension system and the portfolio 

bond the authors have encounter several interesting question and topics. Due to limita-

tions and irrelevance of the purpose the following topics could not be further developed 

in previous sections. In this section the authors will also discuss strengths and weak-

nesses of their own investigation and use some form of self-criticism. 

The authors have encountered several questions and topics of which they found interest-

ing. Some of these topics have been suggested by the interviewed companies. From 

their expertise, they have recommended the authors to emphasize some question of 

which they found interesting. However, after reconsideration regarding the purpose of 

this thesis, the authors have decided these issues were of no relevance and have left 

them open for discussion for another project. The topics the authors have come up with 

during the study follows below. 

 Examine the underlying reasons of why the portfolio bond has been implemented 

during the last years and not earlier. Are their changes in the judicial regulatory that 

have made the implementation preferable during the last years? The authors find 

this subject interesting, especially to get a deeper understanding in the structure and 

purpose of the portfolio bond. This advice has been brought to the authors’ recogni-

tion through advices especially from Patrik Uväng at Danica Pension. He argues 

there are several judicial laws´ that should be of interest when further investigate 

this question. The specific legal acts that Uväng finds interesting for this purpose 

are the general law of insurances (Försäkringslagen) and the general law on the pri-

vate income tax (Inkomstskattelagen). 

 As the authors researched the origin of the portfolio bond and realized it exist a 

product where some Swedish pension institutions provide an offshore solution for 

their customers. This product has about the similar characters as the portfolio bond 

and the authors find it interesting to do a further study of the popularity and its ef-

fect on the Swedish pension system. SEB and Skandia are two providers of this so-

lution. The authors find it interesting to have further in-depth interviews with 

pension institutions and ask why they have not implemented the product inside 

Sweden before. A further issue to examine would be what benefits such a product 

now has, with the existence of the portfolio bond today. 

 As this study deal entirely with the Swedish market for occupational pension, ques-

tions have come up of whether to draw comparisons to similar products abroad. The 

authors believe a further thesis subject would be to recognize if the portfolio bond 

exists in other countries as well and to look deeper into the structure and characte-

ristics of the occupational pension systems abroad. 

 In a statement made by the Swedish Government in 2010 a new investment alterna-

tive is to be implemented during 2012, the so called investeringssparkonto. The 

characteristics of this alternative would be very much like the portfolio bond, but 

without taking the structure of insurance. There is no tax on gained capital; instead 

there is a standard tax rate on the investment, just like for other occupational 

pension products. For a further study, the authors believe it would be of high inter-

est to take a deeper look at the investeringssparkonto and compare it with the port-

folio bond and see which one would be the most profitable for the individual cus-

tomer and in which one the exposure to risk is largest. However, the proposition is 

not yet implemented and we still have to wait for the exact qualities of the product. 
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 In order to get the expertise knowledge of the portfolio bond the authors find it in-

teresting to examine the portfolio bond´s content and costs for different providers. 

By comparing costs of the administration, including different financial instruments 

at certain risk levels the authors believe they would get better knowledge of the 

portfolio bond and further see its benefits. Comparisons can also be made with the 

unit-linked insurance and see which investment alternative would be the most prof-

itable. 

 The authors further think it would be interesting to get a deeper knowledge of 

peoples´ approach to the portfolio bond. By performing in-depth interviews with a 

certain amount of individuals the authors hope they would get a better overview of 

what people really think about the portfolio bond and their knowledge about invest-

ing pension capital. Issues such as individuals´ interest for the financial market, 

their willingness to take risks with their pension capital and willingness to sacrifice 

the required effort needed to invest pension capital in stocks and funds. 

7.1 Self-criticism 

During the process and development of this thesis, the authors have stumble upon some 

issues that could have been examined further or taking another approach. The authors 

have at the end of the work with this report realized that some concepts and questions 

could have been approached differently. However, the authors believe the outcome 

would not have changed significant if the following actions would have been taken into 

consideration. 

 A reliability test in forms of a test-retest research would have put more reliabili-

ty to the survey. However, due to complexity of such performances and the mi-

nor weight of the survey into the entire work, the authors decided not to perform 

a reliability test. 

 Extend the survey. To incorporate more weight to the survey the authors could 

have extended the amount of respondents to the survey in order to get more reli-

able results. However, as the survey only accounted for a minor part of this 

work, the authors consider the accounted amount sufficient. 

 Regarding the credibility of the survey the authors questioned if the respondents 

answered trustworthy. Some of the questions included in the survey were in a 

context private and maybe some respondents found it necessary to exaggerate 

and overestimate their capabilities in order to not be seen as uneducated and un-

interested of the questions. 

 As described in the methodology chapter the survey was performed in a shop-

ping mall located just outside the city center of Jönköping. The authors dis-

cussed whether the results could have been differently if the survey was carried 

out elsewhere. Would the authors manage to collect a greater sample size, or 

would the sample contain a wider spread if the respondents were different?  

 Setting up the structure for the interview questions, the authors found it extreme-

ly important for the questions to be very open in order to show no guidance of 

desired answers. Therefore the authors believe to have received the true opinions 

from the interviews. 

 The authors increased the reliability of the interviews by sending them back to 

the companies for approval. By doing this the authors were certain of that the in-

formation they received had been understand correct. 
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 The authors chose to perform both qualitative and quantitative method. The au-

thors believe the research becomes wider and generates more knowledge if both 

quantitative and qualitative methods are used. 
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Appendix 1 

 

SURVEY  

 

Age 
25-34 35-44 45-54 55-65  

 

Gender 
Female  Male 

 

How many years have you study at university or at a comparable school? 

0-1 2-3 ≥4 

 

If you have studied, in what area did you study? 

 

___________________________________________________ 

 

Do you have an interest in investments? (stocks, mutual funds, bonds etc) 

 

Yes No 

 

Do you invest in stocks and mutual funds? 

 

Yes, in mutual funds Yes, in stocks Yes, in both mutual funds and stocks No I don’t 

know 

 

How do you grade your knowledge in investments such as stocks and funds on a 

scale from 1-10 (Where 1 is very low knowledge and 10 is very high knowledge) 

 

1 2 3 4 5 6 7 8 9 10 

 

What is your income excluding tax each month?? 

 

0-24 000 24 001- 43 416 43 417+ (521.000 per year) 

 

 

OBS! FOLLOWING QUESTIONS ARE ONLY IN REGARDS TO OCCUPATIONAL 

PENSION! 

 

 

Do you have regular occupational pension payments from your employer? (If you 

are under a collective agreement you automatically receive occupational pension) 

 

Yes No Don’t know 
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Do you think of occupational pension as an important part of your total pension 

capital? 

 

Yes No No opinion 

 

If you answered yes or no, why/why not? 

_____________________________________________ 

 

Do you administrate your occupational pension yourself? 

 

Yes Yes, but I receive advices from an advisor No, someone else invests for me Don’t 

know 

 

If you said no on previous question, who administrate your capital? (Professional 

advisor, family member, friend etc) 

 

___________________________________________________ 

 

 

Are you (or the person who administrate the capital for you) active in the adminis-

tration? (Look over the portfolio at least once a year and make changes if needed) 

 

Yes No Don’t know 

 

Are you willing to take a higher risk in the investments to have the chance of a 

higher return? 

 

Yes No Don’t know 

 

If you said yes or no in previous question, why/why not? 

 

___________________________________________________ 
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Appendix 2 
Correlations 

 Interest of investing 
Do you invest in 
stocks and funds 

Spearman's rho Interest of investing Correlation Coefficient 1,000 ,493
**
 

Sig. (2-tailed) . ,001 

N 40 40 

Do you invest in stocks 
and funds 

Correlation Coefficient ,493
**
 1,000 

Sig. (2-tailed) ,001 . 

N 40 40 

**. Correlation is significant at the 0.01 level (2-tailed). 
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Appendix 3 

Correlations 

 
Year of higher edu-

cation 

Knowledge of in-

vestments  

Spearman's rho Year of higher educa-

tion 

Correlation Coefficient 1,000 -,002 

Sig. (2-tailed) . ,989 

N 40 40 

Knowledge of invest-

ments  

Correlation Coefficient -,002 1,000 

Sig. (2-tailed) ,989 . 

N 40 40 
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Appendix 4 

 

Correlations 

 Age 
Knowledge of in-

vestments  

Spearman's rho Age Correlation Coefficient 1,000 ,047 

Sig. (2-tailed) . ,774 

N 40 40 

Knowledge of invest-
ments  

Correlation Coefficient ,047 1,000 

Sig. (2-tailed) ,774 . 

N 40 40 
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Appendix 5 

 

Correlations 

 
Willingness to take 

risk Interest of investing 

Spearman's rho Willingness to take risk Correlation Coefficient 1,000 ,363
*
 

Sig. (2-tailed) . ,035 

N 34 34 

Interest of investing Correlation Coefficient ,363
*
 1,000 

Sig. (2-tailed) ,035 . 

N 34 34 

*. Correlation is significant at the 0.05 level (2-tailed). 

 


