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Abstract 
Problem: When making investment decisions people often rely on the advice given by 

financial advisors. However there seems to be evidence of incomprehensiveness in the tools 

used by financial advisors when developing and giving investment advice. Previous research 

on topics that influence peoples risk level and decision making habits in terms of risk has 

been conducted. The purpose of this thesis was to use current theory to suggest ways in 

which the advice given by investment advisors could be made more comprehensive while 

developing current notions about how such advice can effectively be given. 

 

Method: Specific knowledge of which topics are included at investment meetings and how 

the financial advice is given to clients were obtained from semi-structured interviews with 

financial advisors at five major banks that operate on the Swedish banking market. The 

results of these interviews were then matched with theory on different topics that influence 

peoples risk level preferences so as to shed light and possibly fill some gaps in the way 

financial advice is developed and given. 

 

Findings: This study found that although many of the topics researched were covered by 

advisors at investment meetings they were primarily discussed for legal reasons or to get an 

overall view of the clients financial situation and were as such not related to clients risk 

levels and preferences. These topics included housing wealth, number of children, 

relationship status, divorce, education and entrepreneurial households. This thesis also found 

that financial advisors should take care when giving investment advice particularly when 

providing numbers of investment alternatives and the ways in which they are presented.  

 

Conclusions: When linking the results from the interviews with economic theory it 

becomes evident both that incomprehensiveness exists in the tools used for constructing 

investment advice at Swedish banks and that advice could be given more adequately. This is 

especially true when advising less wealthy investors, who to a larger extent are affected by 

liquidity needs. This thesis also suggests that there are problems related to how the financial 

advice is given. To avoid these problems the author suggests that an increased number of 

alternatives along with more specific explanations for each alternative could be required in 

order to give more suitable investment advice. 
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1. Introduction  
 

The introduction will include the background of this thesis and a brief discussion of the 

problem where the research question will be presented. A short description of the banking 

system in Sweden will also be provided in order to give context and aid understanding. The 

purpose of the thesis will also be covered in the introduction.  

1.1 Background 
 

During 2008-2009 a global recession hit the financial market. It was so severe that the fourth 

largest investment bank in the US, Lehman Brothers, was forced to file for bankruptcy. This 

was a bank that had previously survived both World Wars and the Great Depression. The 

majority of the world’s countries were affected by the downturn in the global economy and 

many are still struggling with its aftermath.  

 

In connection with the 2008 recession, investors experienced high volatility in the stock 

market and an overall mistrust in the industrial sectors. Between November 2008 and 

February 2013, the Stockholm OMX 30 index increased over 100% (Bloomberg, 2013). High 

volatility and uncertainty of this kind is accompanied by a large amount of risk. Risk 

therefore has become more evident than in a long time making the concept highly relevant.  

 

Both households and individuals were affected by the latest financial crisis and the economic 

turmoil that came with it. It is obvious that many investors experienced economic losses 

during this time period, perhaps less obvious is that the financial crisis may also have had a 

psychological effect on investors. Uncertainty felt by investors’ increases with large amounts 

of risk (Athearn, 1971). Higher levels of uncertainty cause people to seek advice from others 

to a larger extent than when risk is low (Harvey & Fischer, 1997).  

 

The need for help from financial advisors is especially evident among novice investors. 

Beginner investors on average have higher information costs compared to more experienced 

investors. The primary reason for increased information costs among novice investors is the 

fees associated with services provided by investment advisors (Hortaçsu, & Syverson, 2004). 

It can therefore be deduced that increased information costs among novice investors indicates 

a larger need for financial advice from experts. As such, financial advisors have an especially 
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large influence over new and uncertain investors’ investment decisions. Given the influence 

of financial advisors it is particularly important that the advice offered to clients is the most 

appropriate for each individual. 

 

This thesis will therefore attempt to explore the subject of risk and will in particular examine 

how financial advisors at Swedish banks counsel their clients based on each individual 

client’s acceptance and preference of risk.   

 

1.2 The Problem 
 

The advice financial advisors give their clients are based on the investment profiles of these 

customers. The investment profile is in turn based on a number of questions involving the 

financial status, investment experience and risk level of the client (See Appendix A; 

Swedbank, 2013; Danskebank, 2013a). Depending on the risk profile of the client and the 

time horizon of the investment, the profiles can then be fitted into an investment guide (See 

Appendix B; Danskebank, 2013b). Based on the information provided by the investment 

guide, advice is given by the advisor. This can then be used by the customer as a base for 

decision making (Hortaçsu & Syverson, 2004). A diagram is provided to illustrate the process 

leading up to investment advice, along with factors identified and contributed by this thesis.  

 

 
Figure 1: Advisement Process 

Economic literature, including Love’s (2010) study of children’s influence on preferred risk, 

Yao and Zhang’s (2010) research contribution on the relationship between home ownership 
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and risk preferences, Heaton and Lucas’ (1999) paper on the risk preferences of 

entrepreneurial households and Calvet, Campbell and Sodini’s (2007a) study of educational 

levels in relation to risk preferences, indicates that a number of topics may not be covered by 

the questionnaires currently used by banks when giving investment advice. As such, the 

current questionnaires may not be comprehensive when developing the risk profile of a 

client. Housing wealth, education and household size are examples of topics that do not seem 

to be addressed by financial advisors (See Appendix A). However, according to previous 

research these topics could influence a person’s attitude towards risk. Failing to cover these 

aspects could therefore lead to incomprehensive risk profiles. Since risk profiles form the 

basis of investment decisions provided by financial advisors, this could potentially lead to 

insufficient or even inappropriate investment advice. 

 

Advising process is complicated further by the concept of simplicity seeking. Simplicity 

seeking refers to among other things, the amount of investment alternatives presented to a 

novice investor and the order in which they are presented (Kamenica, 2008; Armstrong & 

Zhou, 2011). It may not be enough to take more factors into account when giving investment 

advice, the way in which alternatives are put forward is also important.  

 

In light of these potential pitfalls, the topics included and potentially not included in advisors 

questionnaires and simplicity seeking will be examined more closely in this thesis. The 

following research question will form the basis of this thesis:  

 

• To what extent could simplicity seeking and the comprehensiveness or 

incomprehensiveness of bank questionnaires affect investment advice given to clients 

by financial advisors in the Swedish banking sector?   

 

1.3 The purpose 
 

The questionnaires currently used by banks as a basis for investment advice may fail to take 

important factors into consideration. This thesis aims to examine this in detail by identifying 

specific factors that are not currently taken into consideration but could nevertheless be of 

importance when developing individual risk profiles and subsequently giving investment 

advice. By examining different topics that affect people’s attitude towards risk and 
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conducting interviews with financial advisors at Sweden’s leading banks the author aims to 

obtain additional and complementary information that could be included in future 

questionnaires. This is done in an attempt to develop practice with regards to how to better 

construct a person’s investment profile and could also fill the gap that seems to exist between 

what is prescribed by economic theory on individual risk behaviour and applied by financial 

advisors. By also grasping the full complexity of giving investment advice to novice and 

uncertain investors and acknowledging the importance of how such advice is presented 

current practices could be developed further.  

 

1.4 Delimitations 
 
Part of the theoretical framework including Love (2010), Heaton and Lucas (1999) and 

Flavin and Yamashita (2002) was based on U.S based data. Conclusions from these studies 

have been applied to a Swedish context and the bank sector in particular. This was deemed 

necessary given the lack of Swedish literature on the topic. 

 

This thesis has focused primarily on novice and uncertain investors since they seek the most 

advice from investment advisors. The thesis assumes that experienced investors do not have 

the same need to consult experts since they consider their own knowledge enough to make 

sound decisions.  

 

1.5 Swedish Banking Sector 
 
In Sweden the banking sector is based around four major actors: Swedbank, Nordea, 

Handelsbanken and SEB. Since 1990 when regulatory changes made it possible for foreign 

banks to open regional offices in Sweden many foreign banks have become active on the 

Swedish market (Swedish Bankers’ Association, 2013). Danske Bank is the most noticeable 

foreign bank with about 45 different offices around Sweden and is also the fifth largest bank 

operating in the country (Swedish Bankers’ Association, 2013). Big players in an industry 

have a tendency to influence industry practice and smaller actors. This thesis will therefore 

focus on financial advisors working at Sweden’s five largest banks.  

 

Swedish law requires that banks conform to what is referred to as sound advising customs 

(god rådgivningssed) when presenting investment advice to consumers. This is a dynamic 
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concept in the sense that it can change with time. Determining exactly what it encompasses 

can therefore be difficult. However, agreements between trade organisations such as 

SwedSec and case law are usually set as standard (Regeringen, 2004). Asking questions 

aimed at getting an overview of a person’s economic situation can be seen as an attempt to 

conform with such standards. 
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2. Theoretical Framework 
 
This section includes different factors that influence individual attitudes towards risk. Two 

main subjects are covered in the section: simplicity seeking and the explanation of 

complementary risk factors. The purpose of this section is to enable an analysis of the 

development of risk profiles at banks. These risk profiles form the basis for the investment 

profiles that are used by financial advisors to give investment advice; advice that can play an 

important role in a client’s investment decision.  

2.2 Complementary Risk Factors 
 
Complementary risk factors are connected to the risk level of a client; risk level is of high 

importance when constructing risk and investment profiles. 

 

2.2.1 Wealth and Risk 

 

Individuals with high incomes and wealth are much more likely to invest in equities 

compared to people with low income (Iyengar & Kamenica, 2010). As such, a larger amount 

of wealth has a positive impact on the amount of risk tolerated by an investor (Guiso & 

Sodini, 2012). Numerous Swedish banks take personal wealth into consideration when giving 

investment advice (See Appendix A). However, whether or not this is to determine the risk 

level of the client or simply to know the amount which they are willing to save is difficult to 

interpret. The reasons why banks ask questions about client wealth has been covered in the 

interviews. 

 

Whether an individual takes on more risk because they are richer or if they have accumulated 

their wealth due to risk aversion is difficult to know (Guiso & Sodini, 2012). However, 

research has been conducted using a number of different control variables such as real estate 

wealth, human capital and household size. These have concluded that a strong positive 

relationship between financial wealth and the amount allocated in risky assets exists (Calvet 

& Sodini, 2011). This is further supported by the fact that relative risk aversion tends to 

increase if individuals experience negative wealth shocks (Paravisini, Rappoport, & Ravina, 

2011). In the interviews the influence of people’s wealth on risk profiles has been covered by 
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the question “Do you ask the client about their current wealth and if yes why?” (See 

Appendix C).  

2.2.2 Background Risk 

 
Background risk is a type of risk that cannot be insured against nor traded away. Simply put 

it is a risk that cannot be avoided. Background risk causes households to tend to avoid other 

types of risk including investing in more risky stock portfolios (Guiso & Sodini, 2012). 

Examples of background risk include housing wealth, household size and composition (Guiso 

& Sodini, 2012). 

2.2.2.1 Housing Wealth 
 

In the case of housing wealth it is argued that two different households, with the same risk 

preferences and perceptions of risk, will hold different portfolios due to a housing constraint 

that varies across the households (Flavin & Yamashita, 2002). If investors always rent houses 

they have a tendency to invest excessively in stock, while those who purchase their homes 

tend to under invest in stock (Yao & Zhang, 2005). The renting versus owning situation has 

been addressed in the interviews by the question “Do you pay any attention to if a client rents 

or owns their home when constructing the risk profile?” (See Appendix C). 

 

Young households tend to have large holdings in real estate in contrast to their own net 

worth. This causes them to invest a larger portion of their wealth in less risky asset bonds, 

compared to stocks. In this thesis, unless otherwise stated, an increase in stock held by an 

individual or household leads to more risk being taken on. In contrast, older households are 

more prone to stock since they have a lower housing to net worth ratio (Flavin & Yamashita, 

2002). By excluding the age difference and assuming that people are indifferent between 

owning and renting, the general conclusion is that investors who own their homes have a 

portfolio hedged more towards fixed income investments (Yao & Zhang, 2005). This 

indicates that the household situation in terms of renting or owning has some influence on an 

individual’s risk level. As previously mentioned risk level influences investment advice, 

which then influences the investment decision made by a client. In light of this the interviews 

also cover whether or not the age of the client is taken into account when constructing a risk 

profile.  
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2.2.2.2 Household Size and Composition 
 

Households with a large number of children living at home have a lot of unexpected liquidity 

needs (Guiso & Sodini, 2012). The amount allocated in risky assets decreases as the amount 

of children increases (Love, 2010). This indicates that the number of children in a family 

affects that family’s risk level; hence the topic of household size has been addressed in the 

interviews by the question “Is the number of children a person has asked about in relation to 

the risk profile?” (See Appendix C). 

 

Up until the point of retirement, households without children have generally accumulated 

larger savings accounts than households with children. Once households with children get to 

retirement age they have an incentive to save in order to maximize their will. By the time 

these individuals reach the ages 75-85 the savings relationship has reversed i.e. households 

with children have larger saving accounts (Love, 2010). The subject of age was also 

addressed in the housing wealth section and this gives further support to the notion that this 

topic is of importance when constructing a risk profile.  

  

As people get close to retirement age their labour flexibility decreases. This leads to less 

risky investment decisions. This effect is particularly evident for single men and women. 

Households with more than one working individual experience greater labour flexibility and 

thus tend to invest more in risky assets (Bodie, Merton, & Samuelson, 1992). Questions 

regarding relationship status and the topic of age have both been covered in the interviews 

(See Appendix C).  

 

Divorce and the number of children in a family play important roles in people’s attitudes 

towards risky investments (Guiso & Sodini, 2012). Individuals without children will 

experience some differences in wealth after divorce. Due to child support this difference is 

greater for individuals with children. Men and women are affected differently by divorce. 

Men tend to allocate more in risky assets after divorce while women tend to do the opposite. 

When children are involved this effect is dampened by up to 50% for men. For women with 

children the effects are slightly more complicated. The age of the woman in question plays an 

important role. In the age interval 30-40, the effect is dampened. Women in this age group do 

not hedge towards safer investments to the same extent as women without children. Between 

the ages 45- 55 the effect is the same independent of whether or not a woman has children. 
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Women between 55- 65 on the other hand, tend to allocate more capital to safe investments 

(Love, 2010). This is in line with that which has been mentioned previously about people 

with children tending to save more at a later stage in order to maximize their will. As 

previously mentioned the importance of the age of the client has been covered in the 

interviews. Divorce has also been covered in the interviews by the question “Is relationship 

status with regards to divorce taken into account when determining the risk profile of a 

person?” (See Appendix C). 

2.2.2.3 Education 
 
Education is related to financial sophistication in the sense that the higher the education the 

more financially sophisticated the individual. People with higher financial sophistication 

usually have portfolios with both higher sharp ratios and volatility.  These households also 

have a tendency to allocate more investments in the equity market. A higher sharp ratio 

implies that the portfolios performance when adjusted for risk is good. An increase in 

volatility generally indicates a riskier asset or investment. When sharp ratio and volatility 

increase simultaneously, ambiguous results can be observed since both the efficiency and 

aggression of the portfolio intensifies. A more aggressive portfolio could lead to the investor 

suffering from increased costs due to the inefficiency of higher risk. Hence, the efficiency 

obtained from a higher sharp ratio could be dampened by the inefficiency caused by higher 

volatility. In contrast, a less educated household tends to invest more inefficiently with under 

diversified portfolios; that is if they invest at all (Calvet, Campbell & Sodini, 2007a). This 

explains why education is of importance when developing a person’s risk profile. The topic 

has been covered in the interviews by the question “Is the education of the individual taken 

into account when determining the risk profile?” (See Appendix C). A sub-question focusing 

on whether or not only economic education is considered has also been included.  

2.2.2.4 Entrepreneurial Households 
 

Some evidence shows that entrepreneurial households tend to invest less in risky assets such 

as stocks (Guiso & Sodini, 2012). Entrepreneurial households obtain wealth from proprietary 

businesses, meaning businesses that they themselves have developed. These households hold 

a smaller portion of their assets in stocks compared to other households with a similar amount 

of wealth. Proprietary income has a higher correlation to stock income compared to labour 

income. Hence, moving away from stocks could be a type of diversification tactic from the 

entrepreneur in question. However, there is another explanation as to why entrepreneurs 
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deviate from risky assets, namely that the income obtained from entrepreneurial ventures is 

not diversifiable. A higher volatility of wage income implies a less diversifiable income and 

proprietary income tends to be volatile (Heaton & Lucas, 1999). As the amount of non-

diversifiable income increases the person holding it will become more risk averse (Kimball, 

1993; Pratt, & Zeckhauser, 1997). This means that individuals with entrepreneurial incomes 

have a tendency to be risk averse. Households with a high variety of proprietary income 

deviate away from risky assets even further (Heaton & Lucas, 1999). This risk related topic 

has been addressed by asking investment advisors if they pay any attention to whether or not 

a client owns their own company. The question; “If a person or household owns his or her 

own company, is that taken into account?” has been asked (See Appendix C). If the answer to 

this question was yes then the reasons why investment advisors look into this was also asked. 

It was important to pursue this matter further because investment advisors might ask about 

this for tax reasons and not because they use this information to determine the clients risk 

profile.  

2.1 Simplicity Seeking 
 
Simplicity seeking is connected to the concept of risk and aims to contribute to the notion 

that the number of alternatives presented to a client and the way that they are presented can 

influence that client’s investment decision.  

 

2.1.1 Choice Overload 

Research in both economics and psychology suggests that uninformed individuals could be 

better off with a smaller set of choices (Iyengar & Kamenica, 2010). This in contrast to 

informed individuals who know what they want and can make better decisions as their set of 

choices increases. In order to take this difference into consideration the interview has 

included the question “Do you present a different number of alternatives depending on the 

financial experience of the client?” (See Appendix C).  

 

For informed individuals, an increased set of choice increases the likelihood of the preferred 

alternative being in the choice set. This is not the case for uninformed individuals who run 

the risk of becoming confused by the increased number of alternatives. In light of this, 

informed and uninformed people have opposing preferences regarding the size of the choice 

set. Uninformed individuals could therefore suffer from the presence of informed individuals 

and vice versa when making investment decisions (Kamenica, 2008). If the set of choices 
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presented is based on the notion of satisfying an informed individual, an uninformed person 

faced with the same set of selections might be negatively affected by the excessive amount of 

information. This indicates that a difference regarding the amount of alternatives presented to 

clients in terms of client experience should be considered by financial advisors. 

 

Research suggests that as the set of alternatives increases, uninformed individuals become 

more risk averse. A risk averse individual wants to pay more for insuring against risk (Pratt, 

1964). This means that a risk averse person who chooses between two investments with the 

same payback will choose the alternative that is less risky. The theory regarding an increased 

set of alternatives holds true both when the simplest alternative is the safest alternative and 

when it is not (Iyengar & Kamenica, 2010). Consumers are less likely to choose an 

alternative if they are presented with a larger number of alternatives (Kamenica, 2008). As 

the number of possible decisions increase the likelihood that people will anticipate regretting 

their selections increases. This anticipation leads to consumers not making a decision at all 

(Schwartz, 2004). Excessive amounts of information have negative effects on uninformed 

individuals because as the set of choices increase their knowledge regarding which is the 

preferable choice decreases (Kamenica, 2008). This implies that a small set of choices would 

be more suitable for an uninformed individual.  

 

An uninformed decision maker is likely to be more willing to pursue a complicated 

alternative when there are fewer alternatives to choose from (Iyengar & Kamenica, 2010). 

The uninformed individual is likely to have more knowledge about which set of choices is 

expected to fit them when the number of choices to choose from is smaller (Kamenica, 2008).  

In light of this, the number of alternatives presented by an investment advisor could have 

some effect on a client’s attitude towards risk and in turn, the investment decision of the 

client. It is therefore of importance whether or not financial advisors take clients’ investment 

experience into consideration when deciding upon the number of investment alternatives to 

be presented.   

2.1.2 Compromise Effect 

 

A common perception in society is that the more choices that exist the better (Iyengar & 

Lepper, 2000). However, the severity of the choice problem increases as the number of 

alternatives increases. When this happens, people tend to avoid extreme alternatives (Benartzi 
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& Thaler, 2002). The compromise effect implies that when people are faced with an uneven 

number of choices they tend to choose the median alternative (Kamenica, 2008), even if this 

alternative has no superior attributes compared to the other alternatives (Simonson, 1989). To 

minimize the effect, advisors could present an even number of alternatives to their clients.  

 

People fear the potential loss of choosing an extreme alternative more than they appreciate 

the possible gain from making such a choice. Even though the median alternative is attractive 

in an uneven set, the same alternative may not be attractive when included in an even set. A 

person is less likely to select it simply because it is not the median choice. This means that 

when a choice becomes the median alternative its market share will increase (Simonson, 

1989). In order to cover this potential scenario the number of alternatives presented to clients 

by advisors has been discussed in the interviews. 

 

Average uninformed individuals in particular have a tendency to choose the median 

alternative (Kamenica, 2008). They reason that this compromise combines the qualities of the 

extreme alternatives, circumventing the difficulty of choosing an extreme alternative 

(Simonson, 1989). The fact that uninformed people have both a tendency to choose the 

median alternative and are affected negatively by choice overload implies that they seek 

simplicity. This is another reason why the number of alternatives presented in light of client 

experience has been covered in the interviews. 

 

Not all novice investors will choose the middle alternative purely because of its position in a 

choice set, however complications can arise for those that do (Benartzi & Thaler, 2002). 

Complications can for instance present themselves with regards to investment decisions. If a 

person categorically chooses the middle alternative no matter the amount of equity to fixed 

income ratio, that person might make a riskier investment decision than what was initially 

intended. This is exemplified in Figure 2. If a client is presented with the three alternatives 6-

8 they may be inclined to choose alternative 7 thinking that this implies a medium amount of 

risk. Looking at the overall picture however it is clear that this alternative implies a relatively 

high level of risk. The same may be true of the box surrounding alternatives 2-4 where 

alternative 3 in fact has a relatively low risk.  
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Figure 2: The Compromise Effect 

 

The compromise effect becomes more evident when other people are evaluating the choice 

made by the decision maker. This is especially true when the decision maker is not aware of 

the evaluator’s preference, choosing the middle alternative in order to decrease the maximum 

amount of error (Simonson, 1989). This could have some effect on the investment decisions 

faced by customers when meeting financial advisors. In this case, the customer might have a 

family, which both evaluates and is affected by the decisions being made. If the decision 

maker does not know their preferences, the probability of choosing the median alternative 

increases even further. This problem has been encompassed by the question “Do you ask if 

the client has a family and if they have talked to the family members regarding the 

investment?” (See Appendix C).  

 

Alternatives can sometimes benefit, as far as quantity consumed is concerned, from being 

positioned in the middle. In light of this, the way that different investment alternatives are 

presented to investors by advisors might have large effects on the decision being made. 

Justifying the decision made to those affected by it plays an important role in explaining why 

the compromise effect is greater for decision makers whose decision is likely to be evaluated 

by for example, family members. They may pick the middle alternative because they think 

that they are less likely to be evaluated negatively by doing so (Simonson, 1989). When 

people are held accountable for their actions and try to come up with a compromise, they 

make less efficient choices (Adelberg & Batson, 1978). The presence of family members that 
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are affected by the investment decision could increase the compromise effect which is why 

this topic has been covered in the interviews (See Appendix C). 

2.1.3 Prominence 

 

The concept of prominence means that if a product or service is presented to a customer early 

on in the customer’s choice process, the customer is more likely to choose this product or 

service. This compared to a product or service that is presented later on in the choice process 

which therefore suffers a disadvantage from its position. As such an alternative can gain huge 

profits as a result of being positioned early in the choice process. Search costs lead people to 

make a decision when satisfied with the choices presented rather than continuing to search 

for possible alternatives that may be better (Armstrong & Zhou, 2011). Hence, being 

positioned early on in the choice process is an advantage. In relation the banking industry this 

could cause people to stay with their current bank and not search for investment possibilities 

at other institutions. In relation to the investment advice given to the customer the effect 

could be that the customer chooses the first alternative presented to them. This could mean 

that a customer chooses an alternative that does not reflect their best interests. 

 

2.1.4 Bounded Rationality 

Bounded rationality suggests that when making decisions, individuals are constrained by 

certain factors. Such factors can for example include the amount of time individuals are given 

to make the decision and the information they have on which to base their decision. The 

theory argues that these types of limitations hinder individuals’ arrival at an optimal solution. 

In contrast to traditional neoclassical perspectives therefore, bounded rationality suggests that 

there is no one optimal answer rather, that adapting behaviour to find satisficing solutions is 

always necessary (Simon, 1979).  
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3. Method 
 

A number of different aspects need to be taken into consideration in order to conduct an 

efficient and productive study. In the following section, the methods that were used to gather 

and evaluate the secondary and primary data are presented. The specific procedures that 

were used to answer the research question and fulfil the purpose of this thesis are also 

addressed.  

 3.1 Approach 
 

A research perspective can either be inductive, deductive or a combination of the two 

(Saunders, Lewis, & Thornhill, 2009). Since this thesis has sought to fill the gap between 

economic theory and the practices of banking professionals a deductive research approach 

has been applied. Theory was gathered in the initial stages and the study conducted was 

based on this theory (Warren & Kramer, 2010).  

 

Studies can be both explanatory and exploratory (Saunders et al., 2009). This study is 

explanatory in the sense that it to some extent explains the reasons in which bank 

questionnaires that form the basis of risk profiles may be lacking. It is also exploratory in the 

sense that it aims to seek new insights into how novice and uncertain investors are and could 

be advised.  

3.2 Strategy  
 

In both business and management research, the terms quantitative and qualitative are used to 

distinguish between two different data collection and analysis techniques. Generally, a 

quantitative method involves the collection and analyses of numerical data. A qualitative 

method on the other hand utilizes non-numerical data (Saunders et al., 2009). In order to 

fulfill the purpose and answer the research question a qualitative method was considered 

most appropriate for this thesis. There are several reasons for this. 

 

Firstly, this approach allows for both flexibility and creativity given that each interviewee 

was allowed to answer freely and was not constrained by answer alternatives. This was 

important for this thesis because it enabled the author to gain a broad understanding of what 
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different banks and their advisors considered important when collecting information about 

the risk profile of clients. The author was able to encourage interviewees to develop their 

answers and adapt the conversation to suit each individual interview situation.  

 

Secondly, this approach allows interviewees to explain and justify both the reasoning behind 

the inclusion of some risk factors in the bank questionnaires and the exclusion of others and 

the number and order of alternatives presented. This allowed for a more nuanced 

understanding of the advisement process.  

 

Lastly, since some of the information required was confidential and may be considered 

sensitive from a competitive perspective a qualitative approach was appropriate. Such a 

method allows a degree of closeness between interviewer and interviewee which increases 

the likelihood of more information being provided.  

 

3.3 Data Collection 
 

Both primary and secondary data were collected for this thesis. Primary data was retrieved 

through interviews with financial advisors and private bankers at five Swedish banks: 

Swedbank, Nordea, SEB, Danske Bank and Handelsbanken. Secondary data was primarily 

used to construct the theoretical framework on which the analysis was based. However, 

secondary data in the form of investment guides and questionnaires used by investment 

advisors were also collected and used for complementary information and to provide a 

background.  

 

3.3.1 Primary Data 

 

Semi-structured interviews were conducted in order to obtain the primary data. Since the 

respondents have similar job descriptions it was assumed that the appropriate questions to ask 

to receive applicable information were similar in each situation. However, since respondents 

work in organisations with different norms and practices a need to adapt questions somewhat 

to accommodate such differences was recognised. It was determined that semi-structured 

interviews could facilitate this. The approach was also considered appropriate since 
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respondents are not pushed toward certain answers and can speak more openly (Jacobsen, 

2002).  

 

In order to collect useful information it was important to find individuals who worked with 

the topic at hand (Polkinghorne, 2005). Towards this end, financial advisors and private 

bankers were considered most appropriate since they could provide information about the 

risk factors considered when advising clients. Seven 30-45 minutes interviews were 

conducted at Sweden’s five largest banks at their respective offices in Jönköping, Sweden. 

Questions regarding the risk factors considered when advising clients and how investment 

alternatives are presented were focused on. The interviews were conducted in Swedish and 

later translated into English for presentation in this thesis. 

 

As an outsider it was sometimes difficult to get access to those individuals with the required 

knowledge in the first instance. At two of the banks additional interviews were therefore 

needed. In these cases the researcher was referred to individuals with complementary 

information. All interviews were conducted in person to reduce possible errors and 

misunderstandings. In each case the researcher travelled to each interviewee’s place of work. 

This was done to reduce the amount of disruption to each respondent and increase the 

likelihood of them participating.  

 

In order to follow sound research ethics each interviewee was asked to consent to the 

interview being recorded and the primary data being published (Saunders et al., 2009). After 

each interview the audio file was saved in order to enable the author to correctly review the 

information gathered. The audio files from the interviews can be made available following 

discussions with the author and upon consultation with the interviewees in question.  

 

In the data presentation and analysis sections of this thesis the respondents have been referred 

to as Alpha, Beta, Gamma, Zeta, Delta, Epsilon and Sigma. This has been done in an attempt 

to make it difficult to pair each interview with the correct position and bank. This was 

considered important since some sensitive information was discussed during the interviews. 

However, public information from for example bank websites has not been treated with the 

same anonymity.  
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In order to simplify the presentation of data and its analysis, three tables were constructed 

summarising the results of the interviews. Table 2 presents the results of questions 

identifying which risk factors were and were not considered when gathering information to 

create risk profiles. Table 3 summarises the results of questions regarding the purpose for 

which questions about risk factors were asked by investment advisors. Table 4 shows how 

information was presented to clients. In Appendix C where the interview questions are 

presented a key has been provided to explain which questions correspond to each respective 

table. 

 

3.3.3 Secondary Data 

 

The main part of the secondary data used in the theoretical framework and analysis was 

collected through the Jönköping University and Copenhagen Business School libraries. Focus 

has been on finding literature on how different factors affect a person’s attitude towards risk. 

The primary subjects include simplicity seeking, wealth and background risk.  

 

Documentary data in the form of investment guides and risk profile questionnaires were also 

collected from the banks where this data was available as public information. With regards to 

investment guides, Danske Bank provided a complete table on their webpage. Swedbank and 

Handelsbanken on the other hand had investment allocation calculators on their websites. A 

hypothetical sum of SEK 100,000, time horizon and risk were inserted in the respective 

programs and a comparable investment guide was created by the author. Investment guides 

for Nordea and SEB were not publicly available. The investment guides were used to provide 

a good foundation for understanding how different banks work in advisement situations. In 

contrast to investment guides, the topics covered when developing risk and investment 

profiles from all of the banks in the study were available. 

 

3.4 Validity and Reliability 
 
In order to make sure that the quality of the study was high certain measures were taken to 

ensure reliability and validity, these have been listed below. Reliability involves ensuring that 

the methods used to collect, interpret and analyse data are credible. Validity involves making 

sure that the research measures that which is intended (Saunders et al., 2009).  
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3.4.1 Reliability 

 
The collection of data influences the consistency of findings; a higher consistency indicates a 

higher grade of reliability (Saunders et al., 2009). The reliability of the results was increased 

by conducting all interviews behind closed doors. This was done to encourage honest and 

open answers and limit the “context effect” which implies that the environment can influence 

the answers given by interviewees (Jacobsen, 2002).  

 

Another problem related to reliability is that of subject or participation bias which occurs 

when interviewees answer what he/she thinks the manager wants them to say. This is 

especially evident when an authoritarian management style is the norm, such as in banks 

(Saunders et al., 2009). The risk of this type of bias was reduced by ensuring interviewees 

that their answers would remain anonymous. 

 

3.4.2 Validity 

 

Validity involves ensuring that there is a link between the theoretical framework and the 

results (Svenning, 2003). In this thesis the interview questionnaire has been constructed with 

the theoretical framework in mind to make this link clear. For example, having identified 

from economic theory that home ownership may be a complementary risk factor not included 

in current bank questionnaires an interview question was developed to examine this.  

 

The use of semi-structured interviews also enhanced the validity of the thesis. When 

interviewees are encouraged to speak freely spontaneity is more likely to occur. According to 

Jacobsen (2002) spontaneous information can be regarded as especially valid since it comes 

from a less rigid environment.  

 

The validity of a study can be threatened if the results are difficult to generalise to other 

research settings (Robson, 2002) in this case not being able to apply the results to the 

majority of banks in Sweden. Since representatives from the major actors in the Swedish 

banking sector were interviewed this risk was minimised somewhat. However, since only 

seven interviews were conducted care should be taken when making generalisations. With 

this being said, the banking industry can be regarded as a well-established organisational 
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field. Although it is not entirely clear when a field becomes well established the general 

acceptance of banking as a profession, the similarities in the structure of modern banks and 

the existence of a common legal environment suggests that this is the case. When 

organisational fields are well established they tend towards homogenisation i.e. they will tend 

to resemble one and another with regards to practises, procedures and norms (DiMaggio & 

Powell, 1983). 
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4. Results 
 
This section includes the results from both the secondary data obtained from different bank 

websites and the primary data from the interviews conducted. The secondary data formed a 

good basis for the analysis, however since the banks ask more in-depth questions at 

investment meetings with customers a need for primary data was also identified. 

4.1 Investment Profiles from Bank Websites 
 
This section aims to give an overview of the different questions asked regarding risk profiles 

stated on each of the banks websites. Based on this information knowledge about the topics 

not included was gained. 

 
Table 1: Investment profile questions asked by banks 

 Danske 

Bank 

Swedbank Handelsbanken Nordea SEB 

Investment 

Experience 

X    X 

Frequency  X   X 

Wealth X X X X  

Investment 

Goal 

X X  X  

Risk Level 

and Profile 

X X X X X 

Time 

Horizon 

X X X X X 

 
Summarizing how Danske Bank, Swedbank, SEB, Handelsbanken and Nordea construct an 

investment profile for a customer gives a good overview of how banks on the Swedish 

market operate in this context. When banks try to determine a customer’s investment profile 

they do so by asking a number of different questions. The topics of these questions include 

risk level, investment experience, time horizon and financial status (see Appendix A). 
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Time horizon and risk level or risk profile are the two topics that are covered by all five 

banks. Risk level is subcategorized into low, medium or high-risk levels. There are however 

also a couple of differences between the banks. The investment experience of customers is 

included in the investment profiles at Danske Bank and SEB but not at any of the other banks 

(see Appendix A). In addition to this it should be mentioned that although Swedbank does 

not explicitly ask about experience, they do ask customers how frequently investments are 

attended to (see Appendix A). This can be linked to investment experience since more 

experienced investors are more likely to attend to investments more frequently. As is evident 

from the figure there are also a couple of inconsistencies. SEB for example does not ask 

about the financial status of a customer whereas the rest of the banks do and neither SEB nor 

Handelbanken acknowledge a person’s investment goal when determining their investment 

profile (see Appendix A). 

 

4.2 Investment Guides from Bank Websites 
 
As previously mentioned an investment guide forms the basis for the investment advice given 

by a financial advisor. Banks use investment guides to present appropriate investment 

alternatives to clients and give them an overall view of investments available depending on 

different risk levels and investment horizons (Danske Bank, 2013).  

 

Appendix B shows that banks tend to differentiate between three different risk levels (low, 

neutral, high) and four time horizons. Based on this information, 12 risk profiles are possible, 

each including a number of allocation suggestions. A low amount of risk means accepting 

that the value of the investments might fluctuate slightly, since this could enable a somewhat 

higher return compared to saving in a savings account or a fixed rate investment. A neutral 

amount of risk on the other hand means accepting that the value of the investment may 

fluctuate since this might enable a higher return compared to for instance a fixed rate 

investment or savings account. High amounts of risk mean accepting that the value of the 

investment could fluctuate a lot since this might enable a much higher return than a fixed rate 

investment or savings account would (Danske Bank, 2013). When an investor knows what 

type of risk he or she is willing to accept, he or she also needs to determine an investment 

horizon. The investor can choose from four different investment horizons (See Appendix B). 

Here there are some slight differences between the banks, the most noticeable being that 
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Swedbank fails to give any suggestions to people who have a time horizon of less than one 

year (See Appendix B).  

4.3 Investment Profile Primary Data 

In order to get a complete picture of the questionnaires banks use to produce risk profiles and 

if the investment advice given could be connected to simplicity seeking, interviews with 

financial advisers were conducted. Alpha and Epsilon were from the same bank as were Beta 

and Gamma.  

4.3.1 Alpha 

 
“I would say that people with higher amounts of wealth are satisfied with a lower amount of 

payback in order to enable a stable development on their investment. On the other hand, an 

investor with a lower amount of wealth is more prone to risk in order to find fast rising 

stock…a person with a university degree can take in and process information no matter what 

the degree is in”. 

 

According to Alpha the wealth of the client is asked about at investment meetings. The 

reason for this is to get a picture of the overall economic situation of the client and 

understand how much money is available for investments. Alpha argues that having 

knowledge of the entire economic situation of the client is important, because if the 

investment were to fail it would have a more substantial impact on a less wealthy investor 

compared to a wealthier investor. Alpha states that it is often the case that a wealthier 

investor holds less in risky assets because they are satisfied with a stable payback. Meanwhile 

not so wealthy investors often hold more in risky assets in order to get a quick and large 

payback. According to Alpha though, bank policy contradicts his/her own opinion since it 

reasons that the wealthier the client the more risky the investment profile. 

 

Whether or not a client owns his/her own home is brought up during investment meetings 

however according to Alpha the reason for this cannot be directly related to the concept of 

risk. Based on personal experience however, Alpha claims that clients who own their own 

home often consider this a security and therefore tend to invest more heavily in risky assets. 

Alpha states that the age of the client is not considered when constructing a risk profile and it 

is not related to the topic of owning or renting a home. It is the time horizon of the 
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investment that matters when determining the investment profile. Alpha also thinks that 

younger households might shy away from risk in order to save money. 

 

The number of children a client has is not included in the questionnaire when constructing the 

risk profile of the customer according to Alpha. However Alpha might ask some clients if 

they have children and if a lot of money goes towards supporting the children, but it is not 

officially included in the risk profile. 

 

The age of the client is taken into consideration in relation to pensions. Alpha claims that a 

clients desire to save for a will is not officially taken into consideration in the risk profile. 

However Alpha argues that the client might want to reallocate his/her holdings when 

reaching retirement age in order to create a will for their children. 

 

In connection to the risk profile, the relationship status of the client is not asked about. 

However the relationship status of the client is covered during investment meetings for legal 

reasons. Examples of such reasons could be the need to determine the existence of extra-

marital children. At investment meetings, the topic of divorce is asked about. However, as 

with the topic of children it is covered out of legal reasons and not in relation to the topic of 

risk.   

 

Alpha claims that the education level of the client is covered to determine their knowledge of 

finance. According to Alpha the education of the client does not paint the whole picture of 

that clients knowledge, often experience plays a more important role than education when it 

comes to customer knowledge. Alpha also claims that the level of education is more 

important than the type of education when determining the financial knowledge of the client. 

Alpha states that whether or not a client is an entrepreneur is a topic that is not covered when 

determining the risk profile of the client. However, it is asked about in order to get an overall 

view of the client’s financial situation. 

 

According to Alpha as few investment alternatives as possible are given to each client. The 

advisor aims to find specific solutions suited to each customer. Alpha claims that the 

investment knowledge of the client is not considered when determining the amount of 

alternatives that will be presented to the client. Hence one does not generally give a client 

with a high amount of knowledge a high amount of alternatives or vice versa. Family is not 
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asked about out for simplicity seeking reasons according to Alpha, once again it is more 

connected to legal aspects. 

4.3.2 Beta 

 

“An eventual property of the customer is included when making an inventory of the clients 

assets and in basic investment documentation of the client, but is not included when 

determining risk…as with the topic of property, the number of children a client has is 

included when constructing an investment profile for the client, the number of children is not 

related to the risk profile however, but is rather related to family law…I ask about education 

in general to get a picture of the client’s financial knowledge; I believe that logical reasoning 

develops no matter what type of university education one has.” 

 

Beta claims that the wealth of the client is asked about in order to get an overall picture of the 

clients financial status. A wealthier client is more likely to invest in less risky assets in order 

to enable a stable payoff according to Beta. Whether or not a client owns their own home is 

not related to the risk profile according to Beta. As with wealth it is asked about in order to 

get an overall view of the client’s economic situation. The age of the customer is not asked 

about in relation to whether or not the client owns or rents his/her home and is therefore not 

connected to the concept of risk according to Beta. 

 

The number of children is included in the investment documentation and covered at 

investment meetings but Beta states that this is not related to the concept of risk. The reason 

for including the number of children in the investment documentation is legal, for example if 

there is a potential will. The age of the client in relation to saving for a potential will is 

according to Beta not important when the client is wealthy as there will be a lot of money left 

for the children irrespective of whether the client saves for a will. However, Beta argues that 

those born in the 1940’s tend to save more money compared to those born in for example the 

1980’s. This leads customers with risky assets born in the 1940’s being extremely rare 

according to Beta. 

 

According to Beta the relationship status of the client is covered at investment meetings to 

get an overall view of the client’s financial situation. Beta claims that divorce is also brought 
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up at investment meetings. However this is covered out of legal reasons rather than being 

connected to the concept of risk. 

 

Beta states that education is not covered by the bank where he/she works and is therefore not 

used as a basis for giving investment advice. However, it can at times be asked about to 

determine the investment experience of the customer. It is not asked about to determine risk. 

Beta also claims that the type of education the client has is of less importance, it is rather the 

ability to process information that is of importance. 

 

Whether or not the household consists of entrepreneurs is covered at investment meetings and 

is related to risk but not in the context of their risk profiles according to Beta. It is mainly 

linked to investment knowledge. Beta argues that entrepreneurs are often extremely good at 

running their own business which they do not consider risky. However, investing in the stock 

market might be considered more risky by entrepreneurs’ which is why they seek advice. 

Successful entrepreneurial households do not have as volatile salaries as the typical 

entrepreneur. Since their companies perform well and they therefore have a somewhat stable 

salary they in general, hold more money in risky investments according to Beta. Beta also 

claims that a wealthier investor has more opportunities to invest.  

 

The client often fits into one of the boxes in the investment guides according to Beta. Hence, 

one alternative is mainly given to each client. As far as the number of alternatives presented 

are concerned therefore, no difference is made between novice and experienced investors. 

Beta also states that clients have a tendency to invest in stocks that have previously done 

well, however they generally listen to the investment advice given if the advisor suggests 

switching stocks. There is also the tendency to choose the first alternative that the advisor 

presents. 

Whether or not the customer has a family and if that family is consulted about the investment 

is not asked about according to Beta.  

4.3.3 Gamma 

 
”I give either one or two investment alternatives to clients… When a client buys a home it is 

important to determine the relationship status of the client for legal reasons, but the 

relationship status is not connected to the aspect of risk… I don’t ask about the clients’ 



	   32	  

education at investment meetings because I have a responsibility to inform the client about 

the product and can therefore not assume that the client has any previous knowledge.” 

 

According to Gamma the wealth of the client is asked about during investment meetings. The 

reason for this is that the financial advisor wants to gain information about how much money 

the client needs for expenditures and how much remains available for investments. One such 

expenditure can according to Gamma be traveling expenditures. Here, the time horizon plays 

an important role in order to determine when the client needs the money. Gamma does not 

see a relationship between the amount of wealth and risk; it is according to Gamma 

individual from customer to customer.  

 

Gamma claims that whether or not a client owns their own home is asked at investment 

meetings, if you own a house this can be pledged in order to get better terms on a loan. If a 

client has owned their own house for a long period of time this might have an effect on the 

liquidity of that client. If they have been able to amortise the cost of living is reduced 

according to Gamma. 

 

According to Gamma the number of children is taken into account when constructing the risk 

profile of a customer. The bank needs to determine how much the client has left to invest 

when children, household and food expenditures etc. are covered. However, the age of the 

children is not relevant. Gamma cannot see a difference between households with children 

and without children when it comes to saving for a will. Often households with children 

reason that the children have good economies and can stand on their own feet. If a client is 

married or single is asked for legal reasons and is not connected to the concept of risk. 

Gamma states that the same thing is true of divorce, which is also only covered for legal 

reasons. 

 

The education of the client is not asked about according to Gamma since one should not 

assume that the client has any previous knowledge. If the client is an entrepreneur is 

sometimes taken into account for tax purposes.  Gamma can see a connection between young 

entrepreneurs whose companies are barely up and running and some risk aversion. However, 

the reason for asking about entrepreneurial households is not directly connected to risk. 
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Gamma states that one or two different investment alternatives are presented to each 

customer irrespective of whether or not the client is a novice investor.  Gamma claims that 

whether or not family has been consulted about the investment is not covered at the 

investment meeting. 

4.3.4 Zeta 

 

“I ask about the number of children a client has in order to be able to discuss legal issues 

such as a potential will with that client rather than asking about it from a risk perspective… 

In relation to education I ask if a client has finished secondary school or university in order 

to get a picture of the client’s financial knowledge.” 

 

According to Zeta the entire fortune of the client is asked about at the investment meeting, 

this to get an overall picture of the client’s assets. Zeta also claims that a client with a smaller 

fortune tends to be more selective when it comes to investments since they are more sensitive 

to fluctuations in the market. Hence an incorrect investment decision might lead them to lose 

a substantial amount of their wealth. It is however difficult to generalize in this aspect. 

 

If a customer rents or owns their home is asked about at investment meetings but not for risk 

purposes. The age of the client is not directly connected to housing wealth; it is however 

taken into consideration when determining the time horizon of the investment. The number of 

children is mainly talked about in order to get an overall picture of the client’s financial 

situation and for legal reasons according to Zeta. The age of the children are in some cases 

considered to get an understanding of the cash flow necessary to support the family. Zeta 

claims that for less wealthy clients with children especially, a change in allocations after 

retirement can be observed. 

 

The relationship status of the client is covered in the investment meeting again both to get an 

overall picture of the client’s situation and for legal reasons. The relationship status is not 

covered for risk reasons; instead Zeta argues that the wealth of the client is more important in 

relation to investment advice. The same is true for divorce, which is asked about out of legal 

reasons rather than being connected to the risk profile of the client. 
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According to Zeta the client is asked if they have graduated secondary school or university. 

Conclusions as to the education level of the client can also be drawn depending on the 

client’s job. Education is asked about in order to get information about the client’s investment 

experience and knowledge and is not covered out of risk reasons. 

 

Whether or not the client is an entrepreneur is covered in the investment meeting. However, 

this is not done for risk reasons. Zeta claims that there is a connection between the payback 

from an investment and the payback from an entrepreneurial venture. Commonly, the 

entrepreneur expects a similar payback in both cases. Zeta also argues that entrepreneurs tend 

to allocate less in risky assets due to precautions about their hard earned money and previous 

experience of volatility.  

 

According to Zeta clients are given a couple of different investment alternatives. However, 

one alternative is presented as the preferred alternative. Hedge funds and more complex 

products are not usually presented to more novice investors. In general, Zeta has experienced 

that fewer clients tend to invest in single stocks due to bad experiences of the recent financial 

crisis. Zeta trusts that the client has consulted family and therefore does not ask questions 

about whether or not the family has been consulted about the investment.  

4.3.5 Delta 

 

“I include the ownership of property in the basic investment documentation of a client, but I 

do not relate it to the topic of risk… People don’t plan for leaving a will in the way that they 

used to, nowadays they argue that their kids can manage by themselves… I always present 

three to four different investment alternatives to my clients”. 

 

According to Delta the wealth of clients is asked about at investment meetings so as to get an 

overall picture of their total fortune. Delta argues that some clients with a larger amount of 

wealth are a bit more risk averse however; it is difficult to make any big generalisations about 

this. The topic of whether or not a client owns his/her home is not considered in the risk 

profile of the customer. It is however covered in order to get an overall view of the 

customer’s assets. The age in relation to the housing wealth is not brought up however Delta 

argues that young investors might not be as prominent on the stock market since they usually 

need the money for a down payment on housing. 
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The number of children a client has is not included the risk profile according to Delta, 

however it is discussed for legal reasons. The age of the client is not connected to the number 

of children but is used along with the time horizon of the client to determine pension savings. 

Delta claims that nowadays a lot of people tend to argue that their children can fend for 

themselves. Therefore people with children do not generally have a specific tendency to start 

saving for their will until after pension. 

 

The topic of the client’s relationship status is not covered when constructing risk profiles 

according to Delta. The relationship status of the client is however covered for legal reasons. 

In relation to relationship status, is the topic of divorce, which is also covered for legal 

reasons. One such reason could for example be the division of property. 

 

The education of the client is not included in the construction of the risk profile. Delta states 

that it is however covered to gain a basic understanding of the client’s financial knowledge. 

However, one cannot assume that the client has a lot of knowledge simply because he/she has 

a business degree. 

 

If the client is an entrepreneur who owns or has previously owned his or her own company is 

not included when constructing the risk profile according to Delta. This topic is however 

included to get an overall view of the client’s financial situation.  Delta also claims that some 

indicators suggest that a wealthy client holds fewer investments in risky assets. 

 

According to Delta the customer is given three to four different investment alternatives. 

When deciding how many alternatives to present no difference is made between levels of 

financial knowledge of the customer. Delta also claims that whether or not the family has 

been consulted about the investment is not asked about at an investment meeting. 

4.3.6 Epsilon 

 

“I look at the total assets of a client, if they own boats, cars, companies etc. and then 

determine a risk level based on the clients total assets…I have experience of clients whose 

companies don’t do too well and those clients reallocate their assets to less risky 

investments.” 
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According to Epsilon the entire fortune is asked about at investment meetings in order to get 

an overall view of the client’s economic situation. Another reason why this is covered is to 

get information about how much money will be left over for investments. Epsilon claims that 

customers in the 3-5 million SEK sector in particular have a tendency to have rather low risk 

levels. It is not uncommon for these clients to get the idea of buying a boat and therefore they 

have rather short time horizons on their investments, leading them to have a low level of risk. 

Epsilon also states that less wealthy customers often over allocate in risky investments to 

enable a quick payback. 

 

If a customer owns or rents their home is asked about but not in connection to the risk profile. 

Epsilon also claims that the age of the client in connection to housing wealth does not have 

such a large impact on wealthy clients. 

 

The number of children a client has is not taken into consideration when constructing the risk 

profile or to get an overview of the client’s economic situation. As with housing wealth 

excluding the amount of children a client has from the development of the risk profile is not a 

problem for wealthy clients according to Epsilon. The reason for this is that wealthy clients 

often have money to raise their children anyway. Wealthy households do not change their 

allocations in order to save for potential wills later in life since money will be left over 

anyway.  

 

Whether or not the client is married or single is not covered when constructing the risk 

profile of the client. Epsilon states however that this topic is covered at investment meetings 

for legal purposes. Epsilon claims that the wealth of the client is more important however for 

less wealthy clients relationship status might make a difference. Divorce is also asked about 

for legal reasons.  

   

The education of the client is officially asked about when constructing the risk profile. 

Epsilon also claims that the education of the client could in some cases be related to the 

knowledge of the client; however Epsilon felt that it is better to treat everybody like they 

know nothing. A client that graduated university with a business degree 10 years ago does 

not automatically have a good financial knowledge. Epsilon states that it is like a language in 

the sense that if one does not use it one forgets how to speak it.    
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Epsilon states that the topic of entrepreneurial clients is covered when constructing the risk 

profile of the client. This information is also added to the overall profile of the customer. 

Once again however the capital that is available for investment is of higher importance. 

 

Clients are put into one specific box. Epsilon experiences that clients often accept the first 

investment alternative presented to them. He/she states that a client is either offered a specific 

investment suggestion or a contract of discretion is drawn up enabling the financial advisor to 

invest the clients’ money at will. Since the number of investment alternatives is in general 

limited to one alternative, Epsilon does not take the knowledge of the client into 

consideration when determining the number of alternatives presented. In the very rare cases 

when a client wants to deviate from the investment suggestion presented it is often the case 

that the client is very experienced. 

 

Whether or not family has been consulted about the investment decision is not covered at the 

investment meeting.  

4.3.7 Sigma 

 

“Children’s role an influential economic factor differs a lot between a client with a wealth of 

10 million SEK and a client with a wealth of 250’000 SEK”. 

 

Sigma states the wealth of the client is asked about at investment meetings. This is done both 

to get a picture of the overall economic situation of the client and more importantly to 

understand how much money is available for investments. Sigma can see a connection 

between a higher amount of wealth and a lower level of risk; sometimes wealthier clients 

wish to ensure a stable payoff with this being said it is difficult to generalise.  

 

Sigma claims that the housing wealth or more precisely if a client rents or owns their home is 

asked about at investment meetings. This is primarily asked to get an overall picture of 

clients’ economic situation. Furthermore, Sigma argues that the age of the client is not 

connected to their housing wealth; rather it is taken into consideration when determining the 

time horizon of the investment for the client. 
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The number of children a client has is covered at investment meetings however it is not 

covered in relation to risk but to get an overall view of the client’s economic situation. Sigma 

states that the overall wealth of the client affects the extent to which the number of children a 

client has affects his or her liquidity needs. The age of the client is not considered in 

connection to the number of children. In general Sigma does not observe any changes in 

allocations when clients get older in order to save for a will. Sigma claims that the 

relationship status of the client is asked about at financial meetings and so is divorce. 

However, neither is covered to obtain more information about the clients risk profile. Both 

are covered for legal reasons. 

 

The education of the client is asked about at investment meetings in order to determine the 

financial knowledge of the client. Sigma however claims that the investment experience of 

the client says more about the financial knowledge of the client than the level of education 

does. The topic of entrepreneurial households is covered at investment meetings, but this is 

done to gain a better overall view of the client rather than to connect it to the risk profile. 

 

According to Sigma about three different investment alternatives are given to the client at 

investment meetings. Sigma gives the same amount of alternatives to an experienced client as 

a non-experienced client. The topic of family and whether or not the family has been 

consulted about the investment decision is not covered at the investment meeting.  
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4.3.8 Summary of the results 

 
Tables 2, 3 and 4 summarize the results from the primary data. 
 
Table 2: Subjects covered or not covered during advising interviews and whether or not related to risk 

 Yes and related to 

risk 

Yes but not related to 

risk 

No 

Owning vs. Renting 0 7 0 

Number of children 2 5 0 

Relationship Status 0 7 0 

Divorce 0 7 0 

Education 1 5 1 

Entrepreneur 1 6 0 

Family and 

simplicity seeking 

0 1 6 

 

 

 
Table 3: Answers linking risk factors to advice and investment preferences 

 Yes No Cannot Respond 

Wealth 7 0 0 

Relationship between 

increased wealth & 

increased risk 

1 5 1 

Housing wealth and 

age of the client 

0 7 0 

Links allocation to 

pension 

2 4 1 

Experience and 

number of 

investment 

alternatives presented 

to clients 

1 6 0 
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Table 4: Answers summarizing the number of investment alternatives presented to clients 

 1 2 3 or 4 4 or more 

Number of 

investment 

alternatives 

presented to 

clients 

2 3 2 0 
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5. Analysis 
 
An analysis of the primary data collected with regards to the theoretical framework is 

presented below. The analysis section relates theory with the results from the primary data. 

5.1 Complementary Risk Factors 
 
The factors that, according to economic literature, can influence an individual’s risk profile 

are analysed separately to simplify understanding.   

5.1.1 Wealth and Risk 

 
According to all seven respondents the accumulated wealth of a client is asked about during 

investment meetings in order to get an overall view of the client’s financial situation. Alpha, 

Beta and Epsilon all state that wealthier clients have a tendency to hold less risky assets to 

enable stable, long-term paybacks. Alpha, Beta, and Epsilon argue that wealthier clients often 

feel that they have already accumulated satisfactory amounts of wealth. Therefore they do not 

wish to gamble with risky assets to gain quick and substantial paybacks. Both Delta and 

Sigma also support this notion; however both feel that it is difficult to make any general 

conclusions on the matter. In addition, both Alpha and Epsilon claim that less wealthy 

investors have a tendency to over allocate in risky assets in order to enable quick and 

extensive paybacks. 

 

According to Calvet and Sodini (2011) the relationship between wealth and risk allocation 

should be the opposite of many of the findings in the primary data, namely that wealthier 

clients should invest more in risky assets. Zeta is the one respondent whose argument is in 

line with the reasoning that is put forward by Calvet and Sodini (2011). Zeta claims that less 

wealthy investors are more precautious when it comes to making investment decisions. The 

reason for this being that they feel they might lose a substantial portion of their wealth if an 

incorrect decision is made. Less wealthy clients are more sensitive to fluctuations in the 

market. This coincides with what is argued by Calvet and Sodini (2011), that less wealthy 

investors tend to invest more in less risky assets. It should be noted that Zeta, as both Delta 

and Sigma, feels that it is difficult to generalise across customers. Gamma is the only 

respondent who cannot draw any conclusions about the relation between the amount of 
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wealth and risk of clients. It is argued that the reason for this is that all clients are different 

and no general conclusions can be drawn. 

 

As indicated by the secondary data (See Table1) when developing investment profiles the 

bank questionnaires used by advisors at investment meetings raise the subject of wealth’s 

impact on risk preferences. However, answers in the primary data do not match economic 

theory put forward by Calvet and Sodini (2011). According to respondent Alpha though, 

his/her bank’s policy reasons that the wealthier the client the more risky the investment 

profile. Although this is in accordance to the theory put forward by Calvet and Sodini (2011) 

it is not the personal opinions of the advisors spoken to. As previously stated a majority of 

the interviewees argue that wealthier clients often hold less in risky assets. If bank 

questionnaires give clients a higher risk allocation due to their wealth it could lead to 

inaccurate investment advice. With this being said, this depends on whose opinion is 

considered to carry the most weight; the advisors in the field, economic theory or the bank 

institutions that make policy.  

5.1.2 Housing Wealth 

 
All seven respondents claim that housing wealth, in terms of if clients own or rent their 

homes is covered during investment meetings. Beta for instance, argues that this is asked 

about in order to create a basic investment documentation of the client, but it is not asked for 

risk purposes. Gamma could ask if the client owns property because this could influence the 

terms of a loan. If the client were to own a home, he/she could pledge it in order to get better 

loan terms. Like Beta, whether or not a client owns or rents their home is not asked about to 

gain more information on risk level.  

 

According to Yao and Zhang (2005) investors who rent houses have a tendency to invest 

excessively in stock, while those who purchase their homes tend to under invest in stock. 

Following this logic, not asking a person if they own or rent a home in order to determine 

their risk profile could lead to some incomprehensiveness in the risk profile. According to 

Flavin and Yamashita (2002) the age of those within the household with regards to owning or 

renting a home has some further impact on the risk preferences of the household. The 

reasoning here is that older households have lower housing to net worth ratios and are 

therefore more prone to risk. Meanwhile Flavin and Yamashita (2002) argue that younger 
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households tend to hold less in risky assets. When asking if the age of the client in relation to 

housing wealth, is taken into consideration when determining the risk profile all seven 

respondents once again answered that they do not. Since the age of the client could have 

some further impact on the risk profile in this scenario, not asking about age in relation to 

property and risk preferences could lead to further incomprehensiveness of the risk profile. 

With this being said, a couple of the respondents acknowledged that although they do not 

specifically ask about age in relation to owning a home, it could have some impact on the risk 

level of the client. Delta for instance, claimed that young households who are about to buy 

their first home often save capital in order to afford the down payment. This causes them to 

avoid simultaneously making any risky investments since they cannot afford to lose money. 

This argument is developed further by Epsilon who stated that the age parameter does not 

affect wealthy investors in the same way since they will have capital left over for buying 

property in spite of risky investment allocations. Not including property and age in relation to 

property could, according to the information provided by Flavin and Yamashita (2002), lead 

to incomprehensive risk profiles. With this being said, the influence of these factors seems to 

be dampened somewhat by the increased wealth of the client.  

5.1.3 Household Size and Composition 

 
Five of the seven respondents answered that the number of children is asked about during 

investment meetings. The reason for asking about children at investment meetings was often 

to get an overall view of the client and out of legal reasons. For instance, Beta argued that the 

number of children is included in the investment documentation of the client mainly for legal 

reasons. For example to establish if the client intends on saving for a future will that will 

benefit the children. Zeta claimed that the main reason for asking about the number of 

children is to get an overall picture of the client’s economic situation. However, in some 

cases the number and age of the children is covered in order to determine the future cash flow 

of the client. Alpha also argues that in a minority of the investment meetings the age and 

number of children is asked about in order to determine the future cash flow of the client. At 

the majority of the meetings however, the number of children is not covered. Epsilon and 

Gamma are the only two respondents who always ask about the number of children of a 

client for risk purposes. Gamma claims that the number of children has an effect on how 

much money the client has left over for investments. This is in line with what Guiso and 

Sodini (2012) state about the number of children and their effect on the liquidity of a 
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household. Guiso and Sodini (2012) claim that households with large numbers of children 

living at home have a lot of unexpected liquidity needs. Love (2010) states that the amount 

allocated in risky assets decreases as the number of children in a family increases. Since the 

majority of the respondents either fail to ask about the number of children in relation to risk 

when constructing the risk profile or only do so in a minority of cases this could lead to some 

incomprehensiveness in the risk and investment profiles of clients. It should however be 

mentioned that as with housing wealth, this effect is somewhat dampened for wealthy 

households who do not experience the same liquidity problems when raising many children. 

Both Epsilon and Sigma for instance state that wealthy clients often have money to raise 

children and will therefore not be affected by the increased liquidity needs that come with 

raising a child.  

 

Also in relation to the topic of children is whether or not clients with children reallocate their 

portfolios when nearing retirement age in order to be able to save for a potential will. Here 

the results were divided with a slight majority answering no. Two respondents answered yes, 

four answered no and one could not give a response. According to Love (2010) households 

with children invest more in savings after retirement to maximize their will. However, Delta 

stated that a lot of clients argue that their children can manage by themselves and therefore 

are not dependent on a potential will. Epsilon claims that increased wealth once again 

dampens the effect, since wealthy clients do not have any incentives to reallocate their 

investments upon reaching retirement since money will be left over for the children anyway. 

The majority of the respondents do not support theory with regards to households with 

children holding more savings when they reach retirement. With this being said, two 

respondents consider theory to hold, making it difficult to draw any general conclusions. 

 

Included in housing size and composition is the relationship status of the client. All of the 

respondents claim that they ask about the relationship status of the client at investment 

meetings. None however, do this in order to gain more information about the risk profile of 

the client. Bodie et al. (2002) argue that a single person has much lower labour flexibility 

compared to married couples. This should therefore lead to married couples investing more in 

risky assets. Alpha, Gamma, Zeta, Delta, Sigma and Epsilon all claim that the reason for 

asking about the relationship status of the client is legal. Alpha states that such a legal reason 

could for instance be to determine if there are any extra-marital children. It should also be 

stated that both Zeta and Epsilon claim that the wealth of the client is more important than 
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their relationship status. They argue that a single wealthy person is not affected by lower 

labour flexibility. None of the respondents stated that they ask about the relationship status of 

the client in order to gain information for the risk profile. By not including relationship status 

when constructing risk profiles incomprehensiveness can occur especially for less wealthy 

clients.  

 

As with relationship status, divorce was not asked about by any of the seven respondents in 

order to gain more information about the risk level of the client. All seven respondents claim 

that the reason for asking about divorce at investment meetings is legal. Delta claims that one 

such legal reason could be the division of property. According to Guiso and Sodini (2012) 

divorce and the number of children play an important role when determining attitudes 

towards risk. According to Love (2010) the number of children enhances the effect that a 

divorce has on the risk attitude of an individual. The sex of the individual also has an effect 

on the risk level of different individuals. Men have a tendency to allocate more in risky assets 

after a divorce, while women tend to allocate less in risky assets. This effect is somewhat 

dampened for men when children are involved, while for women the effect is enhanced even 

further. Not looking at the topic of divorce as a potential factor that might influence the risk 

level suggests some incomprehensiveness of the current risk profiles. 

5.1.4 Education 

 
Alpha, Beta, Zeta, Sigma and Delta state that the education of the client is covered at 

investment meetings. However they do not ask for risk purposes, but rather to determine the 

financial knowledge of the client. Both Alpha and Beta claim that the level of education is of 

higher importance than the type of education when determining the investment knowledge of 

a client. Gamma was one of the respondents who do not ask about the education at all; 

Gamma claims that no assumptions of the clients’ previous knowledge should be made. 

Epsilon was the only respondent who stated that education was asked about when 

constructing the risk profile of the client.  

 

Calvet et al. (2007a) claims that households with higher education have a tendency to allocate 

more investments in the equity market. In light of this and because the majority of the 

respondents claim that they either only ask about education to determine financial knowledge 

or not at all, problems could occur. If education affects risk level and this is not included in 
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the risk profile incomprehensiveness of the risk and investment profile could occur. With this 

being said however Calvet et al. (2007a) also claims that when the education level increases 

the financial sophistication of the household also increases. When this increases both the 

sharp ratio and the volatility of the portfolios for these households increases. Since sharp ratio 

accounts and adjusts for risk, this leads to ambiguous results. Since the risk and sharp ratio 

likely increase simultaneously care must be taken when drawing conclusion about education 

level and risk level. 

5.1.5 Entrepreneurial Households 

 
Epsilon is the only respondent who considers if a client is an entrepreneur when constructing 

risk profiles. Although Beta addressed a link between entrepreneurship and risk he/she did so 

primarily with regards to entrepreneurs’ willingness to seek investment advice. Although 

interesting, this insight is not within the scope of this thesis. Beta did acknowledge though 

that some links can be found between risk tolerance and the successfulness of entrepreneurs, 

with this being said he/she did not take this into consideration when developing risk profiles.   

Like Beta the other respondents do not relate risk to whether or not households are 

entrepreneurial in a way that would affect clients risk profiles. Alpha and Sigma states that 

the main purpose of asking about entrepreneurship during investment meetings is to get an 

overall view of clients financial situations.  

 

Guiso and Sodini (2012) state that some evidence suggests that entrepreneurial households 

tend to invest less in risky assets. Heaton and Lucas (1999) claim that the reason for this is 

that entrepreneurial households often experience high income volatility causing them to avoid 

volatility and risk in other aspects of their lives. The theory that entrepreneurs hold less 

money in risky assets is reinforced by Zeta, who claims that entrepreneurs are often watchful 

of their hard earned money. Once again a number of the respondents note that wealth could 

have a dampening effect on what is prescribed by theory since wealthy entrepreneurs do not 

experience volatile salaries to the same extent as less wealthy entrepreneurs. Despite this 

insight, since the majority of the respondents do not relate entrepreneurial households to 

preferred risk levels evidence suggests that bank questionnaires could be incomprehensive in 

this regard.   
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5.2 Simplicity Seeking 
 
When banks try to determine customers’ investment profiles they do so by asking a number 

of different questions. The risk profile then leads to recommended investment allocations in 

an investment guide. Simplicity seeking refers to the notion that the number of alternatives 

presented to a client and the way that they are presented can influence that client’s investment 

decision. It can be argued therefore that investment guides are indirectly connected to the 

topic of simplicity seeking. 

 
When examining the 12 different investment allocations that correspond to each risk level 

and investment horizon presented, some general tendencies can be observed. The weight of 

stocks in the portfolio for example increases with both investment horizon and level of risk 

(See Appendix B). In the case of Danske Bank, if the advice given to any client with low, 

neutral or high risk and with a time horizon of less than one year is excluded it becomes 

evident that suggested investment allocations are recycled for the level of risk one step below 

and one time horizon longer. For instance the advice given to an individual with a neutral 

level of risk and a time horizon of one to three years is also given to an individual with a low 

level of risk and a time horizon of three to seven years (See Appendix B). This gives further 

support to the notion that the level of risk increases with time horizon.  

 
Simplicity seeking includes the concept of choice overload. According to Iyengar and 

Kamenica (2010) the concept suggests that uninformed individuals are better off with a 

smaller set of choices. None of the respondents interviewed claimed that they give more than 

four different investment alternatives to a client, which in terms of choice overload is 

considered a rather small amount. More interestingly though, only one out of seven 

respondents’ claimed that they distinguish between the numbers of alternatives presented to 

novice and experienced investors. Zeta is the only respondent who takes the knowledge and 

experience level of the client into consideration and is careful not to present complex 

alternatives to novice investors. Alpha, Gamma, Delta and Sigma on the other hand all 

claimed that they do not distinguish between novice and experienced investors when 

considering how many investment alternatives to give. Epsilon and Beta both stated that they 

generally only give one investment alternative to each client. In the last two cases potential 

problems related to having many alternatives to choose from are eliminated. The literature 
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would suggest that not differentiating between the numbers of alternatives presented could 

possibly lead to incorrect investment advice being given.  

 

Kamenica (2008) states that the compromise effect implies that when people are faced with 

an uneven number of choices they tend to choose the median alternative. Average 

uninformed individuals in particular have a tendency to choose the median alternative. 

According to Simonson (1989) the compromise effect is more evident when other people are 

evaluating the choice made by the decision maker, in this case the person taking an 

investment decision. In six out of seven cases the respondents claimed that whether or not the 

family has been consulted is not asked about at investment meetings. Alpha states that the 

presence of family is only considered for legal reasons. The compromise effect would imply 

that not knowing whether or not family has been consulted about the investment could lead 

advisors to give inadequate investment advice. As such, the compromise effect could be an 

aspect that should be taken into account when giving investment advice so as not to leave 

anything to chance. 

 

In the case of prominence (Armstrong & Zhou, 2011) it is argued that if an alternative is 

presented early in the choice process it is more likely to be chosen. The reason for this is that 

people generally want to decrease their search costs. The willingness of clients to choose the 

first alternative presented to them is in line with the data provided by the interview 

respondents. Epsilon claims that clients in general tend to accept the first alternative 

presented to them, a statement that is corroborated by Beta. In the very rare cases when this 

does not occur, the client is often an experienced investor. Since the data shows that 

prominence is evident in practice, acknowledging the underlying problems associated with 

choosing the first alternative presented i.e. the risk of not obtaining the optimal alternative 

becomes important. Investment advisors may benefit from refining how investment 

alternatives are presented.  

 

Despite the aforementioned discussion it should be noted that individuals, whether clients or 

advisors, function under bounded rationality meaning that a situations full complexity can 

never be entirely comprehended. Arriving at an optimal solution therefore is not possible 

because decision-makers will always lack the cognitive ability and resources to do so. As 

such the decision maker is a satisfier in the sense that he/she seeks a satisficing decision 

rather than an optimal one (Simon, 1979). 
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6. Discussion 
 
The results of this study indicate that the questionnaires used as a basis for giving investment 

advice and the methods used to present such advice may be lacking. This could have some 

moral implications. Banking as an industry is essentially build on societies trust. Customers 

trust that the investments recommended to them are in their best interest and cater to their 

specific needs. The incomprehensiveness of bank questionnaires and advice found however 

suggests that this may not always be the case. In light of this it can be argued that banks are 

failing to fulfil their obligation in this regard. 

 

The analysis also suggests that the majority of the respondents do not seem to ask if the 

client’s family has been consulted about the investment being made. This indicates that the 

compromise effect, in some cases could, present itself when investment advice is being given 

to Swedish investors. Moreover, evidence also indicates that novice clients have a tendency 

to accept the first alternative presented to them. This implies that problems associated with 

prominence could also potentially occur. 

 

Increasing the number of alternatives could reduce the problems associated with prominence; 

however enabling a larger amount of alternatives would increase the compromise effect. 

Hence, some ambiguity exists with regards to how these problems should best be resolved. 

One alternative could be to give clear and easy explanations about each new investment 

alternative. This should then reduce the compromise effect while simultaneously reducing 

prominence through the inclusion of an increased number of alternatives.  

 

6.1 Research Contribution 
 
This thesis contributes to current research by developing both the basis for financial advice 

and how it could be presented more effectively. Previous research on the risk behaviour of 

individuals suggested that some gaps could exist in the questionnaires used by banks to 

develop the risk profiles of clients. This thesis has given further insight into what questions 

are asked and which topics are considered during investment meetings when constructing risk 

profiles for clients. Based on economic literature it has also identified gaps where the 

questionnaires used at Swedish banks and in turn the risk profiles constructed are lacking. 
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This thesis has also aimed to find links between simplicity seeking and how financial advice 

can and should be given in light of the fact that both the compromise effect and prominence 

could be present amongst Swedish customers.   

 

6.2 Suggestions for further research 
 
At present little research can be found linking factors that influence people’s risk preferences 

and the topics included when developing risk profiles at Swedish banks. This thesis 

establishes the beginning of a link; however more research should be conducted on the topic. 

The sample size included in this study is rather small; therefore increasing the sample size to 

confirm the results could be highly beneficial. A larger sample size could for instance give 

more insight into whether or not wealthy investors actually invest less in risky assets in 

general. Increasing the sample size could also increase knowledge about the degree to which 

some factors such as the number of children and housing wealth are dampened by wealth. 

The inclusion of independent financial advisors could also provide greater insight into 

whether or not differences exist between larger and smaller actors on the Swedish banking 

market. 

 

Further research on the topics of education, relationship status and the number of children, 

divorce, housing wealth and entrepreneurs is also suggested to explore how the inclusion of 

these additional topics would affect risk profiles.  

 

In the case of giving or presenting investment advice further research on how often clients 

choose the first alternative presented to them and how well that alternative fits their 

preferences is necessary to given an accurate picture of the implications of prominence. An 

extended look into how often differences in terms of the number of alternatives presented to 

experienced and novice investors occur is also needed to verify the results of this study and 

give a better view on the effects of the compromise effect.   

6.3 Implications for practice 
 
This thesis has identified that gaps could exist when risk profiles are being constructed at 

Swedish banks. It has also recognised possible problems that could occur when financial 

advice is being given. Assuming that previous research on the effects of peoples risk level in 
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connection to different topics is correct; this thesis implies that some of the gaps in the 

current risk questionnaires could potentially benefit from being filled by practitioners. 

 

Furthermore, the findings of this study show that clients in general have a tendency to choose 

the first alternative presented to them at investment meetings. In light of this, this thesis 

suggests that financial advisors should take the problems related to prominence into account 

and possibly suggest more investment alternatives to clients in order to reduce its effects. 

With this being said care should be taken since doing so could increase problems related to 

the compromise effect. In order to limit this effect, when increasing the number of 

alternatives presented to clients, it is important that financial advisors explain each alternative 

in such a way that is easy for clients to follow. 

6.4 Limitations 
 
The relatively limited number of respondents interviewed for this study may to some extent 

hinder the possibility of generalizing its findings. With this being said the author has tried to 

reduce this problem somewhat by interviewing respondents across different banks active on 

the Swedish market.  

 

Since this thesis has focused on the Swedish market in particular and only consulted Swedish 

banks as a result, making links to financial sectors outside of Sweden could cause some 

problems and should be done with care.  
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7. Conclusion 
 
The purpose of this thesis was to explore possible incomprehensiveness in the questionnaires 

currently used by Swedish banks as a basis for investment advice. The thesis also aimed to 

grasp the full complexity involved with giving investment advice and the importance of how 

such advice is presented. 

When summarizing the results of this thesis two general conclusions can be made:  

1. That the risk profiles constructed at Swedish banks are incomprehensive and  

2. That some complications could arise if care is not taken when giving investment 

advice. 

The results of this thesis suggest that risk profiles constructed at Swedish banks are currently 

incomprehensive. This is especially true of the profiles of novice and less wealthy 

individuals. In terms of the incomprehensiveness associated with constructing risk profiles, 

topics such as the number of children, relationship status, divorce, education and 

entrepreneurial households are often covered during investment meetings. However, the 

primary data suggests that these topics are generally not included to gain further knowledge 

of clients risk profiles but rather for legal reasons or in order to obtain an overall view of 

clients’ economic status. It should also be highlighted that a substantial amount of the 

primary data also suggests that the effect of liquidity related topics such as number of 

children and relationship status on risk are somewhat dampened for wealthy clients.  

 

As previously mentioned Guiso and Sodini (2012) states that entrepreneurial households tend 

to allocate less in risky assets due to the volatility of their salaries. The primary data suggests 

that this effect is dampened for successful entrepreneurs who, because of their success, do not 

have volatile salaries. However, not taking into consideration whether or not a household 

consists of entrepreneurs could lead to some incomprehensiveness when constructing risk 

profiles at Swedish banks. 

 

Calvet and Sodini (2011) state that the wealthier the household or client the more prone they 

are toward risky investments. The interviews show that current bank procedures also seem to 

be based on this argument. This thesis however found that most of the financial advisors 

spoken to have observed the opposite, namely that wealthier households are often satisfied 

with moderate and stable paybacks. This could cause some difficulties. Following bank 
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policy and what the literature prescribes could cause too risky an investment to be 

recommended to a wealthy client. Giving advice based on the advisors own experience on the 

other hand could lead advice that is not risky enough to be given. Whether or not bank 

questionnaires are incomprehensive and need to be adapted with regards to wealth and risk is 

therefore difficult to deduce.  

 

Within the topic of simplicity seeking it is evident from the interviews that choice overload is 

generally not a problem at Swedish banks since customers are often presented with a low 

number of alternatives. However, in the cases where a couple of different alternatives are 

presented, financial advisors tend not to present different numbers of alternatives based on 

the financial knowledge and experience of the client. This could cause problems for novice 

clients who may feel that they cannot make informed decisions leading them to choose the 

median alternative. This would mean that the compromise effect could present itself in some 

cases, in particular since the majority of the respondents do not seem to ask if the client’s 

family has been consulted about the investment being made. The compromise effect claims 

that novice decision makers generally choose a median alternative because of its position in a 

choice set rather than its attributes. A few of the respondents also suggested that clients often 

choose the first alternative presented to them. This suggests that prominence may cause some 

problems for advisors giving investment advice. More specifically, this means that clients 

choose the first alternative presented to them in an attempt to limit research costs regardless 

of whether or not the first alternative is in fact the optimal alternative. 

Despite the fact that some respondents sometimes found it difficult to make generalisations 

among clients, it is evident from the study conducted that the risk profiles developed at 

Swedish banks are not fully comprehensive. Including an additional number of risk related 

topics when developing financial advice could increase the comprehensiveness of the 

financial advice given. Furthermore, increasing awareness of the implications of simplicity 

seeking could potentially increase financial advisors knowledge about how to present 

financial advice more adequately. With this being said, care should be taken with regards to 

the complexity of the questions being asked, there is always a risk that with an increased 

number of questions comes increased complexity, finding a good balance may therefore be 

necessary. Despite further research on how the inclusion of an increased number of risk 

related topics affects how financial advice is developed and presented needing to be 

conducted, the study has introduced a topic that, according to the author, is important and 

worth looking into further. 
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Appendices 
Appendix A - Investment profile interview questions conducted by banks 
 

Danske Bank: 

Investment Experience 
 

§ For how long the individual has been trading with securities?  

§ How often the individual trades with securities? 

 

Financial Status 
 

§ How much money do you have in general?  

§ How much are you willing to invest, is this sum is enough to cover the expenditures 

that will arise? 

 

Investment Goal 
 

§ Why do you want to invest?  

Ø Is it in order to save for pension? 

Ø Is it in order to save money if something unexpected where to happen? 

§ Does the individual own a company? 

Risk Level 
 

§ How much risk are you willing to take on in order to enable a higher return? 
 

Risk Profile 
 

§ Choose one of the following risk profiles 
ü Careful 
ü Balanced 
ü Offensive 
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Time Horizon 
 
When do you like to receive to possible profit of the investment? 

Swedbank: 

Frequency 
 

§ How often do you attend to your investments? 
ü Rarely – more seldom than quarterly 
ü Often  - at least one time each quarter 

Financial Status 
§ How much do you want to invest? 

Investment Goal 
 

§ Do you intend to invest for pension or regular savings? 

Risk Level 
 

§ What’s your level of risk in relationship to your savings? 
ü Low risk – More important to avoid a loss than enable a higher return. 
ü Medium risk – Possible to obtain a higher return but at a limited amount of risk. 
ü High risk – Accept a higher risk level in order to enable a higher return. 

 

Time Horizon 
 

§ When do you need the money? 
ü 1-2 years 
ü 3-4 years 
ü 5-7 years 
ü 8 years or more 

 

Handelsbanken: 

Financial Status 
§ How much do you want to invest? 

Risk Level 
 

§ Two months after you have made an investment of 1’000’000 SEK, the value of that 

investment decreases to 750’000 SEK. What do you do? 

ü Sell in order not to loose more money. 

ü Buy more it was previously a good investment, now it is cheap as well. 

ü Do nothing I believe the investment will recover. 
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§ The value of one of your investments with a long time horizon has increased from 

1’000’000 to 1’300’000, what do you do? 

ü Do nothing hope it will increase even further. 

ü Buy more it might increase even further. 

ü Sell the investment and cash in on the earnings. 

§ Which of the following sentences does best match your character? 

ü I’m willing to take on some short-term losses as long as the investment is profitable in 

the long run. 

ü It is more important for me to secure the capital compared to increasing my earnings. 

ü I accept some risk in order to enable higher returns.  

Time Horizon 
 

§ What’s the time horizon of your investment? 
ü 0-2 years 
ü 2-4 years 
ü 4-7 years 
ü 7 years or more 

 

Nordea: 

Financial Status 
 

§ What amount can I save? 

Investment Goal 
§ What do I save for? 

Risk Level 
§ What amount of risk am I willing to take? 

Time Horizon 
§ When do I need my savings? 

 

SEB: 

Investment Experience 
 

§ Regarding investments, what alternative fits you best?  
ü I don’t know what type of investment fits me, I like help from the bank. 
ü I am interested in saving in funds and want to choose the risk level and structure 

myself. (Only applicable for low risk) 
ü I am interested in saving in funds (Not applicable for low risk) 
ü I am interested in both fund and stock savings (Not applicable for low risk) 
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ü I am interested in funds, stock and other structured investments (Not applicable for 
low risk) 

Frequency 
§ How often do you attend to your investments? (Applicable for “up to 5 years” and “5 

years or more”) 
§ I don’t attend to my savings 
§ I attend to them regularly but not more than 2-4 time per year 
§ I attend them more than 5 times per year 

 
ü Low risk – It important for me that the investment is safe and have a stable growth 
ü Medium risk – I am prepared to take on higher risk than what is associated with a 

regular savings account. I am also aware of that the value of the investment might 
fluctuate during the investment period. 

ü High risk – Most important is to enable a high return even if that means that the value 
of the investment might fluctuate heavily during the investment period. I save with a 
long time horizon and I am an active trader. 

Risk Level 
 

§ What amount of risk are you willing to take in relationship to your investment? 
(Applicable for “up to 5 years” and “5 years or more”) 

Time Horizon 
 

§ What’s your time horizon for the investment? 
ü Up to 1 year 
ü Up to 5 years 
ü 5 years or more 
ü Saving for pension 
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Appendix B – Investment Guide 

Danske Bank 

 
 Time 

Horizon 
0-1 year 1-3 years 3-7 years 7 years + 

Low Risk  Fixed income 
invest. = 100% 
Stocks = 0% 
 

Fixed income 
invest. = 100% 
Stocks = 0% 
 

Fixed income 
invest. = 70% 
Stocks = 30% 
 

Fixed income 
invest. = 50% 
Stocks = 50% 
 

Neutral 
Risk 

 Fixed income 
invest. = 100% 
Stocks = 0% 
 

Fixed income 
invest. = 70% 
Stocks = 30% 
 

Fixed income 
invest. = 50% 
Stocks = 50% 
 

Fixed income 
invest. = 30% 
Stocks = 70% 
 

High Risk  Fixed income 
invest. = 70% 
Stocks = 30% 
 

Fixed income 
invest. = 50% 
Stocks = 50% 
 

Fixed income 
invest. = 30% 
Stocks = 70% 
 

Fixed income 
invest. = 0% 
Stocks = 100% 
 

 

Swedbank 

 
 Time 

Horizon 
1-2 years 3-4 years 5-7 years 8 years + 

Low Risk  Fixed income 
invest. = 90% 
Stocks = 45% 
Alternative invest. 
= 10 % 

Fixed income 
invest. = 75% 
Stocks = 15% 
Alternative 
invest. = 10% 

Fixed income 
invest. = 68% 
Stocks = 22% 
Alternative invest. 
= 10% 

Fixed income 
invest. = 45% 
Stocks = 45% 
Alternative invest. 
= 10% 

Medium Risk  Fixed income 
invest. = 68% 
Stocks = 22% 
Alternative invest. 
= 10% 

Fixed income 
invest. = 45% 
Stocks = 45% 
Alternative 
invest. = 10% 

Fixed income 
invest. = 35% 
Stocks = 55% 
Alternative invest. 
= 10% 

Fixed income 
invest. = 22% 
Stocks = 68% 
Alternative invest. 
= 10% 

High Risk  Fixed income 
invest. = 35% 
Stocks = 55% 
Alternative invest. 
= 10% 

Fixed income 
invest. = 22% 
Stocks = 68% 
Alternative 
invest. = 10% 

Fixed income 
invest. = 15% 
Stocks = 75% 
Alternative invest. 
= 10% 

Fixed income 
invest. = 0% 
Stocks = 95% 
Alternative invest. 
= 5% 
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Handelsbanken 

 
 Time 

Horizon 
0-2 years 2-4 years 4-7 years 7 years + 

Low Risk  Fixed income 
invest. = 94% 
Stocks = 6% 

Fixed income 
invest. = 84% 
Stocks = 11% 
Commodity 
Market = 5% 

Fixed income 
invest. = 62% 
Stocks = 28% 
Commodity 
Market = 10% 

Fixed income 
invest. = 34% 
Stocks = 56% 
Commodity 
Market = 10% 

Medium 
Risk 

 Fixed income 
invest. = 89% 
Stocks = 11% 

Fixed income 
invest. = 63% 
Stocks = 23% 
Commodity 
Market = 10% 

Fixed income 
invest. = 38% 
Stocks = 52% 
Commodity 
Market = 10% 

Fixed income 
invest. = 15% 
Stocks = 70% 
Commodity 
Market = 15% 

High Risk  Fixed income 
invest. = 87% 
Stocks = 8% 
Commodity 
Market = 5% 

Fixed income 
invest. = 58% 
Stocks = 32% 
Commodity 
Market = 10% 

Fixed income 
invest. = 20% 
Stocks = 65% 
Commodity 
Market = 15% 

Fixed income 
invest. = 10% 
Stocks = 70% 
Commodity 
Market = 20% 
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Key relating interview questions to results tables: 
 

• Results presented in Table 2 

 
o Sub-questions for questions in Table 2 not summarised in a table due to 

complexity and non-generalizability of answers 

 
ü Results presented in Table 3 

Appendix C - Interview questions for the respondents 
 

 
 
 
 
 
 
 
 
 
 

 

Complementary Risk Factors 

Wealth and Risk 
ü Do you ask the client about their current wealth and  

o If yes, why? 

ü If yes, can you see a relation between risk level and the wealth of the client? 

 

Housing Wealth 
• Do you pay any attention to if a client rents or owns their home when constructing the 

risk profile?  

o If yes, how does this matter? 

o If no, is it asked about at all and if so why? 

ü In relation to housing wealth, is the age of the client taken into consideration when 

determining the risk profile? 

 

Household Size and Composition 
• Is the number of children a person has asked about in relation to the risk profile? 

o If yes, how does this matter? 

o If no, is it asked about at all and if so why? 

ü Can you see a connection between investment allocation and the number of children 

when the client gets closer to pension? 

• Is the relationship status of the client asked about when constructing the risk profile? 

o If yes, how does this matter 

o If no, is it asked about at all and if so why? 
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• Is relationship status with regards to divorce taken into account when determining the 

risk profile of a person? 

o If yes, how does this matter? 

o If no, is it asked about at all and if so why? 

Education 
• Is the education of the individual taken into account when determining the risk 

profile? 

o If yes, how does the education matter? 

o If no, is it asked about at all and if so why? 

Entrepreneurial Households 
• If a person or household owns his or her own company is that taken into account? 

o If yes, what is the reason and can you see any links between entrepreneurial 

households and risk level? 

 

Simplicity Seeking 

 
- How many different investment alternatives are presented to a customer? 

• Do you ask if the client has a family and if they have talked to the family members 

regarding the investment? 

ü Do you present a different number of alternatives depending on the financial 

experience of the client? 

 

 
 


