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INFORMATION BOOKLET  
Information about Carnegie Investment Bank AB (publ)  

Carnegie Investment Bank AB (“Carnegie” or the “Bank”), registration number 516406-0138, with its registered office in 
Stockholm, may be contacted by post, telephone or fax at the following addresses/numbers: 

 HEAD OFFICE        LOCAL OFFICES 

 
CARNEGIE INVESTMENT BANK AB 
 
103 38 STOCKHOLM 

 
 
Box 2143 
403 13 GOTHENBURG 

 
 
Tanneforsgatan 3 
582 24 LINKÖPING 

 
 
Stortorget 9 
211 22 MALMÖ 

OFFICE ADDRESS  
Regeringsgatan 56 

OFFICE ADDRESS 
Sankt Eriksgatan 6  

OFFICE ADDRESS 
Tanneforsgatan 3 

OFFICE ADDRESS 

Stortorget 9 

TEL  
FAX 

+46 8 5886 88 00 
+46 8 5886 91 38 

TEL  
FAX   

+46 31 743 08 80 
+46 31 13 54 02 

TEL 
FAX 

+46 13 36 91 90 
+46 13 36 91 93 

TEL  
FAX  

+46 40 665 52 00 
+46 40 665 52 01 

 
Special terms and conditions apply when placing orders regarding financial instruments (see the General Terms and 
Conditions for Trading in Financial Instruments). 

Carnegie is subject to the supervision of the Swedish Financial Supervisory Authority (Finansinspektionen),  
Box 7821, 103 97 Stockholm, www.fi.se, Tel +46 8 787 80 00. 

Carnegie is a limited company which is authorised by the Swedish Financial Supervisory Authority to conduct banking 
business in accordance with the Banking and Financing Business Act (SFS 2004:297). In addition, Carnegie has been granted 
a licence by the Swedish Financial Supervisory Authority to conduct securities operations in accordance with the Securities 
Market Act (SFS 2007:528) and insurance distribution in accordance with the Insurance Distribution Act (SFS 2018:1219). 

Carnegie engages in the provision of non-independent advice which, among other things, means that under certain 
conditions Carnegie may accept and retain compensation from third parties (inducements). 

THE LICENCE COVERS THE FOLLOWING: 

• Banking licence 
• Receipt and transmission of orders regarding one or more financial instruments 
• Execution of orders regarding financial instruments on behalf of clients 
• Trading in financial instruments on its own account 
• Portfolio management with respect to financial instruments 
• Investment advice to clients with respect to financial instruments 
• Underwriting of financial instruments and placement of financial instruments with firm undertakings  
• Placement of financial instruments without firm undertakings  
• Management of fund units 
• Insurance distribution  
 
In contacts with the Bank, Swedish or English may be used. These languages are also used in documentation and other 
information from the Bank. 
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AS A CLIENT YOU MUST BE AWARE OF, AMONG OTHER THINGS, THE FOLLOWING 

• that investments and other positions in financial instruments take place at your own risk
• that, as a client, you must personally thoroughly familiarise yourself with the Bank’s general terms and conditions for trading in

financial instruments and other information regarding the relevant financial instrument, its features and risks
• that, when trading in financial instruments, it is important to verify the correctness of contract notes and other reporting

regarding your investments and immediately submit a notice of complaint to the Bank in the event of any error

• that it is important to regularly monitor changes in the value of holdings of, and positions in, financial instruments
• that, as a client, you must personally initiate any measures required to reduce the risk of losses on your own investments or

other positions

• that trading in derivative instruments is associated with specific risks.

PROTECTION OF THE CLIENT’S ASSETS 
In order to protect the client’s securities, the Bank’s own securities and 
securities held by the Bank on behalf of clients are held separately. Further 
information is contained in section 2 of the General Terms and Conditions 
regarding Custody Accounts/Cash Accounts. 

POTENTIAL CONFLICTS OF INTEREST 
The Bank provides a number of different financial services both to clients 

and market counterparties. When providing these services, there are 

situations in which conflicts of interest may arise which are difficult to 

avoid in certain cases. Conflicts of interest may arise between the Bank 

and its clients/market counterparties or between the Bank’s clients. 

Presented below is information regarding how the Bank handles conflicts 

of interest.  

The Bank takes all reasonable measures to identify conflicts of interest and 

to prevent such conflicts having a negative impact on the interests of 

clients. By applying established procedures, the Bank endeavours to avoid 

conflicts of interest between the Bank and its clients or between the 

Bank’s clients. These procedures are documented in the Bank’s policy 

regarding the management of conflicts of interest. The aim of the 

procedures is to ensure fair treatment of the Bank’s clients. If the routines 

and the measures taken by the Bank to avoid conflicts of interest in a 

specific situation are insufficient to prevent the possibility that the client’s 

interests might be prejudiced, the Bank shall inform the client of the nature 

or source of the conflict of interest. Through the information, the client 

shall have the possibility to take decisions regarding the Bank’s services and 

products in light of the identified conflict of interest. 

The policy includes, among other things, provisions governing how 

conflicts of interest are to be identified and handled, the procedures and 

measures to be applied to enable the Bank and its employees to conduct 

the activities with an appropriate degree of independence, how conflicts of 

interest which arise are to be documented, and special rules regarding the 

Bank’s analysis work.  

However, you should also be aware that, in its offers of various types of 

services to its clients, the Bank may, in addition to other activities:  

• act as a financial adviser to companies in whose shares (or other

financial instruments) a client instructs the Bank to execute securities

transactions. The advice may relate to the Bank’s assistance to the 

company in raising capital, tender offers, or equivalent. 
• trade on its own account (including market maker obligations) in the

financial instruments in which a client instructs the Bank to execute

securities transactions. This entails, among other things, that the Bank 

may:

- hold positions in the instrument in question and may also act as 

counterparty to the client in trades;

- may aggregate a client’s order with other clients’ orders or orders

on the Bank’s own account. Aggregation of orders takes place in

accordance with the Bank’s Policy for order execution, and

aggregation and allocation of orders in effect from time to time.

Any conflicts of interest are dealt with in accordance with the procedures 

referred to above and the Bank’s policy regarding the handling of conflicts 

of interest. Examples of measures that the Bank regularly takes when 

dealing with conflicts of interest include:  

• training of personnel;

• follow-up and monitoring as well as limitations on securities 

transactions by staff on own account;

• limitations on the possibility to exchange sensitive information between

business areas or between divisions within a business area;

• special assessment of the employee’s engagements outside his/her

work; and

• special information regarding relevant conflicts of interest in, among

other things, the Bank’s research products.

Handling conflicts of interest is a part of the Bank’s regular work, in which 

the need for changes to procedures is regularly assessed. The Bank’s policy 

regarding conflicts of interest is thus reviewed as required.  

THIRD-PARTY COMPENSATION TO AND 
FROM THE BANK
The Bank has entered into agreements with various suppliers of financial 

products and services, according to which compensation is paid to or from 

the Bank, referred to as inducements. As a result, when the Bank provides 

financial products and services to a client, part of the compensation paid 

by the client to the Bank may be passed on to such suppliers. This also 

means that, in certain cases, in conjunction with the brokering of financial 
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products the Bank may receive compensation from, for example, fund 

management companies or other issuers of the products. Third-party 

compensation may only occur if the intention is to increase the quality of 

the service to the client and on condition that it does not prevent the 

Bank from protecting the client’s interests. A description is provided below 

of the Bank’s principles for receiving and paying third-party compensation.  

1. COMPENSATION TO THE BANK

1.1 Distribution of fund units  

The funds which can be purchased through the Bank are managed by 

different fund management companies. The Bank receives compensation 

from the relevant fund management company in conjunction with the 

distribution of fund units. Such compensation may also be payable in those 

cases where the fund is included in a portfolio-managed custody account, 

but in such cases the compensation is returned to the client’s custody 

account. The compensation can be calculated as: 

• a single payment on the sale based on a percentage of the amount

invested;

• annual compensation based on a percentage of the managed capital; or

• a combination of the above.

The compensation may vary between different fund management 

companies and between different funds managed by the same company. 

However, the client only pays the management fee to the fund 

management company at the rate set forth in the key investor information 

document for each fund. Thus, the compensation that the Bank receives 

never constitutes an additional cost for the client. 

1.2 Distribution of structured products 

The structured products which can be purchased through the Bank are 

issued by different issuers. The Bank acts both as an agent on behalf of 

issuers and as a distributor of the issuer’s products. The Bank receives 

compensation for the work which the Bank performs. This is intended, 

among other things, to cover the Bank’s costs for risk management, 

production and distribution. The compensation is stated in the prospectus 

for the relevant security and is stated as a percentage of the invested 

amount. The calculation is normally made based on the assumption that 

the product is held until the redemption date. The compensation varies 

depending on both the product and issuer.  

2. COMPENSATION FROM THE BANK

2.1 Client recommendation 

The Bank may compensate a third party where that party has 

recommended a client to the Bank. The compensation is calculated as: 

• a single payment;

• annual compensation based on a percentage of the managed capital;

• annual compensation based on paid commission;

• annual compensation based on funds available for deposit; or

• a combination of the above.

3. MINOR NON-MONETARY BENEFITS

In addition to the compensation to and from the Bank as described above,

occasionally the Bank receives or gives various kinds of minor non-

monetary benefits to third parties. Such benefits may, for example,

comprise the following:

• Information documentation regarding a financial instrument or an

investment service which is general in nature or has been adapted to a

client’s circumstances.

• Written material of a marketing nature which is available to other

securities institutions and to clients.

• Participation at events such as conferences, seminars and suchlike 

concerning financial instruments or a particular investment service.

• Certain hospitality on a reasonable scale.

4. FURTHER INFORMATION

If you want further information, please contact the Bank.

INFORMATION REGARDING THE BANK’S 
PROCESSING OF PERSONAL DATA  

Personal data which is provided in an application or agreement, for 

example contact information and personal identification number, or which 

is otherwise recorded in connection with the preparation or 

administration of an engagement (e.g. a credit reference or evaluation of a 

transaction), is processed by the Bank, as a controller of personal data, for 

the administration and performance of agreements entered into, for the 

execution of orders, and for taking measures which have been requested 

before or after an agreement is entered into. Processing of personal data 

also takes place to enable the Bank to comply with its statutory duties.   

The personal data may also constitute the basis for the Bank's direct 

marketing and client analyses, business development and the development 

of processes, and statistics and risk management, e.g. in risk calculation 

models which the Bank uses to satisfy capital adequacy rules. 

In banking matters, such as the purchase and sale of securities, which are 

conducted by telephone, personal data is also processed through the 

recording of telephone conversations.  

In order to provide good service to clients and to maintain various 

registers, the Bank may supplement the personal data by collecting data 

from private and public registers, e.g. updating address details with the 

assistance of the Swedish Population Address Register (“SPAR”). 

Personal data may for a defined purpose, in observance of bank secrecy 

rules, occasionally be disclosed to other companies within the Carnegie 

Group or to undertakings which co-operate with the Bank, within and 

outside the EU/EEA in accordance with EU’s approved and appropriate 

protective measures. In certain cases, the Bank is also under a statutory 

duty to provide information, e.g. to the Swedish Financial Supervisory 

Authority, the Swedish Tax Agency and the Swedish Social Insurance 

Agency. Personal data may not be sold to marketing companies or other 

recipients outside the Carnegie Group. 

Following a balancing of interests and in accordance with applicable 

personal data regulations, the Bank may, with legal basis in its legitimate 

interests, share personal data with a third party if this would be required 

for the completion of a merger, acquisition, or disposal of the whole or 

parts of the Bank’s operations. In the event of such situation, the affected 

persons will be informed as soon as possible, and the personal data will 

continue to be processed for the same purposes as described in this 

information booklet, unless other information is disclosed. 
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Similarly to the Securities Market Act, the Banking and Financing Business 

Act contains confidentiality provisions according to which all of the Bank’s 

employees are bound by a duty of confidentiality with regard to clients of 

the Bank and other parties to whom services are provided. As a result, the 

Bank never discloses information concerning its clients other than in the 

cases described above. The duty of confidentiality also applies between 

and within the various companies in the Carnegie Group.  

Information concerning what personal data is processed by the Bank, a 

request to block direct marketing, deletion of personal data, limitations on 

the processing of personal data, data portability or the rectification of 

personal data can be requested from Carnegie’s Data Protection Officer. 

Clients can also contact the Data Protection Officer to obtain further 

information about how the Bank processes personal data. The Data 

Protection Officer can be contacted through email: dpo@carnegie.se. If the 

client wishes to make a complaint regarding the Bank’s processing of 

personal data, the client is entitled to turn to the Swedish Authority for 

Privacy Protection in its capacity as supervisory authority. 

Personal data shall be deleted if it is no longer needed for the purposes 

for which it was originally collected or otherwise processed, provided that 

the Bank has no legal obligation to preserve the personal data. The normal 

storage time for personal data is 11 years after termination of the 

engagement with the Bank.  

NOTICES OF COMPLAINT 

If a client is dissatisfied with the way in which the Bank has handled a 

securities transaction or the way in which custody account management or 

other similar services have been performed, it is important that the client 

immediately contacts the Bank about this (notice of complaint). In order 

to facilitate the handling of such matters, the client should state the name 

of the employee at the Bank with whom the client has been in contact 

and when this took place. The client should contact this person in the first 

instance. If the client is still dissatisfied following such contact, the client 

may contact the Bank by submitting a letter addressed to: Carnegie 

Investment Bank AB, Complaints Manager, 103 38 Stockholm. Please 

append copies of any documentation in the matter, e.g. contract notes. 

If the client does not feel that an oral or written complaint has resulted in 

satisfactory rectification by the Bank, the client may contact the Banks 

Department of the National Board for Consumer Complaints (“ARN”) or, 

alternatively, commence proceedings in a court of general jurisdiction. A 

determination by ARN may be made where the value of the matter is less 

than a certain threshold amount. Notification must be provided to ARN 

within a certain time period, decided by ARN, from the date on which the 

customer first submitted the complaint to the Bank. ARN provides 

recommendations as to how the dispute should be resolved. As regards 

proceedings in courts of general jurisdiction, the client should first consider 

engaging a lawyer, who can conduct an assessment of the matter and the 

prospects of success in the dispute. 

Guidance for consumers on issues concerning financial services may be 

obtained from the Swedish Consumers Banking and Finance Bureau 

(Konsumenternas Bank- och finansbyrå) and the Swedish Consumers 

Insurance Bureau (Konsumenternas Försäkringsbyrå) and through municipal 

consumer advocates. 

INFORMATION ABOUT THE STATE DEPOSIT 
INSURANCE 

Funds on account are covered by the State Deposit Insurance pursuant to 

the Deposit Insurance Act (1995:1571). The public authority that handles 

matters relating to the Deposit Insurance, the Swedish National Debt 

Office (Riksgäldskontoret), has approved the Bank’s account terms and 

conditions. The State Deposit Insurance entails that if a bank is placed into 

bankruptcy or a decision referred to in section 9 of the Deposit Insurance 

Act is made, each client is guaranteed compensation for his or her 

aggregate balance held by the Bank on accounts which are covered by the 

Deposit Insurance. The maximum compensation is SEK 1 050 000.  

In addition, the depositor may apply for additional compensation up to 

SEK 5 000 000 for deposits linked to certain life events, for example a real 

estate transaction. If the depot is opened in the name of two or more 

people, the State Deposit Insurance will compensate each person 

individually. The compensation is paid by the Swedish National Debt 

Office within seven (7) business days of the date on which the Bank is 

placed into bankruptcy, or a decision as referred to above is made. 

The State Deposit Insurance applies, as a general rule, to all Clients, both 

natural persons, companies and other legal entities. Certain categories of 

depositors, such as insurance companies and public authorities, however, 

are by law excluded from the State Deposit Insurance. 

INFORMATION ABOUT THE INVESTOR 
PROTECTION ACT 

According to the Investor Compensation Act (1999:158), if the client is 

unable to withdraw his financial instruments held by the Bank due to the 

Bank’s bankruptcy, the client shall be entitled to special statutory 

compensation in, presently, a maximum amount of SEK 250,000. This 

compensation may also cover funds received by the Bank for which the 

Bank has a reporting duty. Clients who wish to receive compensation must 

– not later than one year from the date of the granting of the bankruptcy

petition – submit a demand to the Swedish National Debt Office, which

pays the compensation following a review.

If you would like additional information, please visit www.riksgalden.se. 

INFORMATION REGARDING LEI, LEGAL 
ENTITY IDENTIFIER 

Legal entity identifier (LEI) is a global identification code for companies and 

other organisations which legal entities must possess in order to be able to 

carry out a securities transaction. In the absence of such a code, the Bank 

may not carry out the transaction on behalf of the client. Therefore, the 

Bank requires that companies, associations, foundations and, in certain 

cases, also sole traders, have a LEI in order to carry out a securities 

transaction.  

More information about LEIs is available on the Swedish Financial 

Supervisory Authority’s website, www.fi.se. 

mailto:dpo@carnegie.se
http://www.fi.se/
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INFORMATION ABOUT SUITABILITY 
ASSESSMENT AND TARGET MARKET 

Part of the client protection that you enjoy as a client entails that the Bank 

must always ensure that a financial instrument you purchase is suitable for 

you and that you belong to the target group for the financial instrument. 

Clients who are not professional investors must generally undergo a 

suitability assessment before they can trade in a new financial instrument. 

Through the suitability assessment, the Bank must ensure that you possess 

sufficient experience and knowledge of the financial instrument in question 

to understand the risks associated with the instrument.  

If you, as a client, trade in a non-complex financial instrument (e.g. shares 

listed on a regulated market) without the trading having been preceded by 

investment advice, no suitability assessment is required. On the other 

hand, in such a situation the Bank has been unable to make a full 

assessment of your knowledge and experience, ability to bear losses, risk 

tolerance, as well as investment objectives compared with the financial 

instruments target group. In such case, the Bank will be unable to assess 

whether you belong to the intended target group for the financial 

instrument in question. 

If you, as a Client, have undergone a suitability assessment you may have 

the possibility to trade in complex financial instruments (e.g. warrants) 

without such trading being preceded by investment advice. However, in 

such a situation the Bank has not had the possibility to make a full 

assessment of your knowledge and experience, ability to bear losses, risk 

tolerance, as well as investment objectives compared with the financial 

instruments target group. In such case, the Bank will be unable to assess 

whether you belong to the intended target group for the financial 

instrument in question. 

INFORMATION ABOUT SUITABILITY 
ASSESSMENT 

Carnegie conducts a suitability assessment of the client when the client 

procures investment advisory or portfolio management services from 

Carnegie. The purpose with the suitability assessment is that Carnegie shall 

receive necessary information regarding the client’s objectives and 

conditions to act in the client’s best interest. When Carnegie provides 

investment advisory or portfolio management services that involve 

switching investments, the associated costs are analysed and compared to 

the benefits of the recommended switch.  

INFORMATION ABOUT HOW 
SUSTAINABILITY RISKS ARE INTEGRATED 
INTO INVESTMENT DECISIONS AND 
INVESTMENT ADVICE 

Carnegie is committed to incorporating sustainability risks in the 

investment decisions made for our funds, in our portfolio management 

and investment advisory services. Sustainability risks may impact the 

returns of a financial instrument. Carnegie believes that diversification is 

key to managing sustainability risks, as it also is for general portfolio risk 

management. Besides diversification, Carnegie is also working with 

sustainability risks, inter alia, by incorporating the UN’s Global Compact 

(UNGC), including the UN’s Principles for Responsible Investments 

(UNPRI), in the screening made of potential investments. The investments 

underlying the portfolios do not take into account the EU criteria for 

environmentally sustainable economic activities. 

Within the bank’s investment advisory, a selection of investment funds is 

available as a basis when the advisory portfolios are constructed. When 

active investment funds are assessed, ESG (Environmental, Social & 

Governance) is an important criterion that is used. All active investment 

funds included in the investment advisory management is screened with 

the help of an external ESG-tool. In addition to this screening, Carnegie’s 

investment advisors have access to information if the active investment 

fund adheres to the above described principles UNGC and UNPRI from 

the UN.  

Index products’ aim is to match the performance of an underlying index 

or, in certain cases, even exceed the performance of the index. When an 

index product is assessed it is therefore primarily analysed based on how 

well it matches its index after costs. For most index products, ESG is 

therefore not a factor that is primarily considered. Instead, Carnegie works 

with finding the products of this type that match their index as cost 

efficient as possible. There are, however, indexes that are constructed 

based on certain ESG criteria. This can, for example, be a stock index 

based on the normal index, but which then excludes companies that do 

not meet certain ESG standards. When such index products are included 

in the bank’s offering the relevant ESG criteria are reviewed and the 

product is compared with other index products in the same category. 

Carnegie’s investment advisors have access to information about the 

relevant criteria for the purposes of constituting a relevant decision basis 

for investment discussions with the bank’s clients. 

More information about how Carnegie is working with sustainability and 

sustainability risks, as well as how sustainability risks are integrated into 

investment decisions and investment advice can be found on 

www.carnegie.se 
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INFORMATION REGARDING CHARACTERISTICS AND RISKS RELATING TO 
FINANCIAL INSTRUMENT

1. RISKS ASSOCIATED WITH FINANCIAL INSTRUMENTS AND
TRADING IN FINANCIAL INSTRUMENTS

1.1 General information regarding risks 

Investments in financial instruments are associated with financial risk, which 

is described in this information document. As a client, you are personally 

responsible for the risk in your in-vestments and must therefore personally 

read and thus acquire knowledge about the general terms and conditions, 

information documents, prospectuses or suchlike, which apply to trading in 

such instruments and regarding the characteristics of the instruments and 

their risks. You can obtain this information from the investment firm you 

have retained. You must also continually monitor your investments in such 

instruments. This applies even if you obtained investment advice at the 

time of investment. If you manage your investments personally and if 

proven necessary, it is your responsibility to be prepared to take prompt 

action, for example by reviewing your investments and assessing whether 

there is a reason to sell instruments that are performing negatively. 

Financial instruments are classified as either non-complex financial 

instruments (usually shares and investment funds, for example) and 

complex financial instruments (usually derivative instruments, for example). 

The classification illustrates, among other things, that the instruments are 

associated with different levels of risk and it may also be more difficult to 

understand the risks associated with complex financial instruments. When 

trading in financial instruments, it is also important to take into 

consideration the risk which may be entailed in trading with financial 

instruments on a trading venue other than a regulated market, where the 

requirements which are imposed are generally lower. 

Financial instruments can provide returns in the form of dividends or 

interest. In addition, the market price of the instrument may increase or 

decrease in relation to the price when the in-vestment was made. In the 

description below, the word "investment" also includes any short positions 

(negative exposures) which are taken in the instrument; compare, for 

example, the provisions regarding short selling in section 4 below. The 

total return is the sum of dividends or interest and price changes on the 

instrument. 

Naturally, the investor endeavours to attain a total return which is positive, 

i.e. that the in-vestment provides a profit, preferably as high as possible.

However, there is also a risk that the total return will be negative, i.e. that

there will be a loss on the investment. The risk of loss varies depending on

the instrument. Ordinarily, the possibility of making a profit on an

investment in a financial instrument is tied to the risk of loss. Generally, the

longer you hold the investment, the greater the potential for gain or risk of

loss, but for some instruments there is a recommended holding period

which may affect how long it is appropriate for you to hold the

investment. In an investment context, the word risk is sometimes used as

an ex-pression for both the risk of loss and the possibility of making a

profit. However, in the discussion below, the word "risk" is used solely to

designate the risk of loss. There are various ways to invest which reduce

the risk. Customarily, it is regarded as better not to invest in only one or a

small number of financial instruments but, instead, to invest in a number of

different financial instruments. These instruments should thus offer risk

diversification and not aggregate risks which can be triggered

simultaneously. Spreading the investments to foreign markets also normally

reduces the risk in the total portfolio, even if there is a currency risk

associated in trading with foreign financial instruments.

1.2 Different types of risk concepts, etc. 

In conjunction with the risk assessment which you should carry out when, 

as a client, you make an investment in a financial instrument, and also 

regularly during the holding period, there are many different risk concepts 

and other factors to consider and weigh against each other. A short 

description of some of the most common risk concepts is set out below.  

• Company-specific risk – the risk that a specific company will perform

worse than expected or will suffer an adverse event and the value of

financial instruments which are related to the company can thereby

decline.

• Industry-specific risk – the risk that a particular industry will perform

worse than expected or will suffer an adverse event and the value of

financial instruments which are related to companies in the industry can

thereby decline.

• Sustainability risk - the risk that an environmental, social, or governance

event or circum-stance, if it were to occur, would have an actual or

potential material adverse effect on the value of an investment.

Examples of sustainability risk include the consequences of environ-

mental degradation, (e.g. a ban requiring operations to be converted or 

wound up, reduced demand, difficulty in obtaining financing, or physical 

risk such as resource depletion and natural disasters), the consequences

of violations of human rights, workers’ rights, and gender equality, as 

well as corruption and bribery, and the consequences of poor 

corporate governance. This means that environmental, social, or

governance-related events arising, for example, from a company's own

operations and those occurring independently of the operations of the

company may pose a sustainability risk to the company. 

• Leverage risk – the structure of a derivative instrument which entails

that there is a risk that changes in the price of the underlying asset will

have a larger adverse impact on the price of the derivative instrument. 

As a client, you must be aware of and understand the following: 

• that investments or other positions in financial instruments take place
at your own risk and it is therefore important that you understand
the characteristics and risks of the financial instruments before
investing in them

• that you, as a client, must carefully familiarise yourself with the Bank’s
general terms and conditions for trading in financial instruments and,
where appropriate, information in any prospectus as well as other
information regarding the financial instrument in question, its
characteristics and risks

• that, in conjunction with trading in financial instruments, it is
important to check all reporting concerning your transactions and
holdings and to immediately report any errors

• that it is important to regularly monitor changes in value on holdings
of, and positions in, financial instruments

• that you, as a client, must personally initiate the measures required in
order to reduce the risk of losses
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• Credit risk – the risk that an issuer or a counterparty, for example, will 

be unable to make payment. The inability of an issuer or counterparty

to pay may result in bankruptcy or company re-organisation with

judicial composition (Sw. offentligt ackord) (reduction of the amount of

claims). Banks, other credit institutions, and investment firms may,

instead, be subject to resolution. This means that the state can assume

control over the institution and its losses could be dealt with by writing

down the holdings of its shareholders and creditors and/or, for 

creditors, converting their claims into shareholding (so-called debt write

down or bail-in).

• Price risk – the risk that the price of a financial instrument will decline. 

• Legal risk – the risk that applicable laws and rules are unclear or may be

changed.

• Liquidity risk – the risk that you cannot sell or buy a financial instrument

at a specific desired time.

• Market risk – the risk that the market as a whole, or certain parts

where you as a client have your investment, e.g. the Swedish stock

market, will decline.

• Price volatility risk – the risk that significant fluctuations in the price of

the financial instrument can have an adverse impact on the investment. 

• Interest rate risk – the risk that the financial instrument in which you 

invested declines in value due to changes in the market interest rate.

• Tax risk – the risk that tax rules and/or tax rates are uncertain or may

be changed.

• Currency risk – the risk that a foreign currency to which a holding is 

related (for example fund units in a fund which invests in US securities 

quoted in USD) will be weakened. 

2. FINANCIAL INSTRUMENTS
2.1 Funds and fund units

A fund is a portfolio of different financial instruments, e.g. shares and

bonds. The fund is owned jointly by all those who save in the fund - the

unitholders - and is managed by a fund management company or an AIF

manager. The unitholders in the fund obtain the number of units in the

fund which corresponds to the percentage of invested capital in relation to

the total capital of the fund. It is important for you as a client to find out

what investment rules apply to a fund in which you wish to invest. This is

set forth in the fund's full prospectus and Key Investor Information

Document (KIID). Each and every fund management company and AIF

manager who manages special funds is obligated to take the initiative to

offer potential investors the KIID which relates to the fund. The KIID also

shows the fund's risk/return pro-file, where the relationship between risk

and potential return on the fund is stated in the form of a scale of 1 to 7,

where 7 means the highest potential return but also the highest risk for

you as an investor. See also section 1.2 above.

Different types of funds are governed by different regulatory frameworks: 

Securities funds are those funds which meet the requirements of the so-

called UCITS Directive, including, among other things, in respect of 

investment provisions and risk diversification. Both Swedish and foreign 

securities funds (which have been authorised in their home country within 

the EEA) may, following notification to a competent authority, be sold and 

marketed without restriction in all EEA countries. 

Alternative investment funds (AIFs) are funds that have less restrictive 

investment rules since the manager can invest in more types of assets and 

use different investment strategies, free of the requirements of the UCITS 

Directive regarding, for example, risk diversification. The person who 

manages an AIF is called an AIF manager and must comply with the rules 

set out in the AIFM Directive. If you intend to invest in an AIF, it is 

particularly important for you, as a client, to find out which investment 

rules the AIF will follow. This is set forth in the fund's full prospectus and 

KIID. Alternative investment funds may not be marketed and sold freely to 

retail customers outside Sweden. 

Swedish special funds are a type of AIF. They comply, in part, with the 

requirements of the UCITS Directive regarding, among other things, 

investment rules and risk diversification, but have been granted 

authorisation to deviate from the rules of the UCITS Directive in one or 

more ways. If you intend to invest in a Swedish special fund, it is 

particularly important for you, as a client, to find out which investment 

rules the Swedish special fund will follow. This is set forth in the fund's full 

prospectus and KIID. Special funds may not be marketed or sold freely to 

retail clients outside of Sweden. 

You can buy or redeem shares in different types of funds in different ways: 

The units in a fund can be bought and redeemed, either through 

investment firms which distribute units in the fund or directly with the fund 

management company. Some funds are traded on a daily or monthly basis, 

while other funds may have pre-determined dates on which the fund is 

"open" for purchases and redemptions and thus regular trading is not al-

ways possible. A fund management company may, in certain exceptional 

cases, close or postpone trading in a fund’s units. This means that if you 

have placed an order to buy or re-deem units, the order will not be 

executed until trading in the fund has resumed. In order to close a fund to 

trading, there must be "special circumstances" or "special reasons", such as 

the unsatisfactory functioning of a market that causes liquidity problems for 

a fund. A fund management company’s ability to close a fund to trading 

must be set out in the fund’s fund rules. 

The present value of the units is calculated regularly by the fund 

management company and is based on the price performance of the 

financial instruments which are included in the fund. The capital which has 

been invested in a fund may either increase or decrease in value and thus 

it is not certain that you, as an investor, will get back the entire invested 

capital. For funds with a base currency other than SEK, there is also a 

currency risk in connection with trading fund units. 

Trading in an ETF (Exchange Traded Fund) is different from that for a 

regular fund. Units in ETFs are traded on the stock exchange in the same 

way as shares. However, in some cases they can also be purchased and 

redeemed directly from the fund management company. 

Different funds have different investment focuses. "Investment focus" 

means the type of financial instruments in which the fund invests. The 

following is a brief description of some of the most common types of 

investment focuses for funds. In addition to these, there are also funds that 

invest in specific sectors, markets, and regions. 

Equity funds invest all or substantially all of their capital in shares or share-

related financial instruments. The management of the fund is based on an 

analysis of expectations of future market performance. Investing in an 
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equity fund, which has invested in a number of different shares, reduces 

the company-specific risk for the investor compared to the risk for the 

shareholder who invests directly in one or a few shares. Moreover, the 

unitholders do not personally need to select, buy, sell, or monitor the 

shares or carry out other management work in this respect. 

Fixed income funds invest all or substantially all of their capital in bonds or 

interest-bearing instruments. The principle for fixed income funds is the 

same as for equity funds – investments are made in different interest-

bearing instruments in order for the fund to have diversified risk, and the 

management of the fund takes place following the analysis of anticipated 

future interest rates. 

In mixed funds, the capital can be invested in shares, fixed-income 

instruments, and other funds. 

In index funds, the fund’s capital is not actively managed, but is instead 

invested in financial instruments that follow the composition of a specific 

index. 

In a fund-of-funds, the capital is invested in other funds. A fund of funds 

can be seen as an alternative to personally choosing several different funds 

in which to invest. An investor can thus achieve the risk diversification that 

can be associated with a well-composed personal fund portfolio. There 

are funds of funds with different investment focuses and risk levels. 

Hedge funds are AIFs with very free investment rules, which can allow the 

manager to invest in several types of assets and use virtually any 

investment strategy. To hedge means to protect. Even if hedging is 

intended to protect against unexpected changes in the market, a hedge 

fund can be a high risk fund, since hedge funds are often heavily leveraged. 

However, there are significant differences between various hedge funds 

and there are also low risk hedge funds. The idea behind hedge funds is 

that investors should be able to get returns whether markets go up or 

down. The investment focus may range from shares, currency and interest-

bearing instruments to different arbitrage strategies (speculation in changes 

of, for example, interest rates and/or currencies). Hedge funds often use 

derivative instruments for the purpose of increasing or decreasing the risk 

in the fund. Short selling is also a common element. Read more about 

derivative instruments in section 2.13 and about short selling in section 4. 

2.2 Shares   
2.2.1 Shares and limited companies 

Shares in limited companies entitle the owner to a portion of the 

company's share capital. Where the company makes a profit, the company 

usually pays dividends on the shares. Shares also entitle the holder to 

voting rights at general meetings of the company, which is the highest-

ranking decision-making body in the company. The more shares the 

shareholder owns, the greater the portion of the capital, dividends and 

votes that inure to him. Voting rights may vary depending on the class of 

shares concerned. Limited companies can be either public or private. Only 

public companies may cause their shares to be traded on a trading venue. 

2.2.2 The share price 

The price of a share is affected mainly by the supply and demand relating 

to the relevant share which in turn, at least in the long term, is affected by 

the company's future prospects. A share is valued primarily on the basis of 

the market’s analyses and assessments of the company's possibilities to 

make future profits. Future external developments regarding the global 

economy, technology, legislation, competition, etc. determine the demand 

for the company's products or services and, consequently, are of 

fundamental importance to changes in the price of the company's shares.  

Current interest rate levels also play a large role in the pricing. Where the 

market interest rates increase, fixed income financial instruments that are 

issued at the same time (newly issued) provide a better return. In such 

cases, the prices of shares which are regularly traded normally fall, as well 

as those already outstanding fixed income instruments. The reason is that 

the increased return on the newly issued fixed income instruments 

becomes, relatively speaking, better than the return on shares, as well as 

on already outstanding fixed income instruments. In addition, share prices 

are negatively affected by the fact that the interest payments on the 

company's debts increase when market interest rates increase, a factor 

which reduces the scope for profits in the company.  

Also, other factors directly related to the company, e.g. changes in the 

company's management and organisation, disruptions in production, etc. 

may adversely affect the company. In the worst case, a company may 

perform so poorly that it has to be placed into bankruptcy. The share 

capital, i.e. the capital invested by the shareholders, is the capital that is 

used first to pay the company's debts. This often results in the shares of 

the company becoming worthless. 

Even prices on major foreign regulated markets or trading venues affect 

the prices in Sweden, among other things, since many Swedish limited 

companies are also listed on foreign trading venues and price equalisation 

takes place between the different trading venues. Prices of shares in 

companies that belong to the same industrial sector are often affected by 

changes in the prices of shares in other companies within the same sector. 

This effect can also apply with respect to companies in other countries.  

Investors on the market have different needs for investing cash (liquid 

funds) or obtaining liquid funds. In addition, they often have different 

opinions as to how the price will change. These factors, which also include 

how the company is valued, contribute to there being both buyers and 

sellers. On the other hand, if the investors have the same opinion 

regarding price trends, they will either wish to buy, thereby creating buying 

pressure from many buyers, or they will wish to sell, thereby creating 

selling pressure from many sellers. The prices increase in the event of 

buying pressure and fall in the event of selling pressure.  

Turnover of a share, i.e. the quantity of a certain share which is bought and 

sold, in turn affects the share price. In the event of high turnover, the 

difference (referred to as the ‘spread’) is reduced between the price 

buyers are prepared to pay (the bid price) and the price demanded by 

sellers (the ask price). A share with a high turnover, where large amounts 

can be traded without significantly affecting the price, enjoys good liquidity 

and is therefore easy to buy or sell. Companies on the regulated markets’ 

lists often have greater liquidity. During a given day or during longer 

periods, different shares can exhibit different movements in their prices 

(volatility), i.e. rises and declines, as well as in size of the price changes.  

The prices at which shares are traded (transaction prices), such as 

highest/lowest/most recently paid during the day, as well as the last quoted 

bid/ask prices and further information regarding traded volume in kronor is 

published, among other things, in most major daily newspapers, on text-

TV and on various websites maintained by trading venues, investment 
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firms and media companies. How current such price information is can 

vary depending on the manner in which it is published. 

2.2.3 Different classes of shares 

There can be various classes of shares, commonly Class A and B shares 

which normally refer to a difference in voting rights. Class A shares 

normally entitle the holder to one vote while Class B shares entitle the 

holder to a restricted voting right, often one-tenth of a vote. The 

differences in voting rights are due to, among other things, the fact that in 

conjunction with a diversification of ownership the founders or owners of 

the company wish to maintain their influence in the company by being 

given stronger voting rights. Therefore, newly issued shares are accorded a 

lower voting value than the original Class A shares and are designated with 

the letters B, C or D, etc. 

2.2.4  IPOs, privatisation and company acquisitions 

An initial public offering (IPO) entails that shares in a company are listed 

on the stock market, i.e. are admitted to trading on a regulated market or 

another trading venue . The public is then invited to subscribe for 

(purchase) shares in the company. Most often, an IPO is carried out by an 

existing company which has not previously been traded on a regulated 

market or other trading venue, and the owners have decided to expand 

the number of shareholders and facilitate trading in the company's shares. 

Where a state-owned company is listed on the market, this is called 

privatisation. 

A company acquisition normally involves one or more investors making an 

offer to the shareholders of a company to sell their shares on certain 

terms and conditions. Where the buyer obtains 90% or more of the 

shares in the target company, the buyer can request compulsory purchase 

of the remaining shares from the shareholders who have not accepted the 

offer. These shareholders are then obliged to sell their shares to the buyer 

for a purchase price which is determined through an arbitration 

proceeding. In conjunction with compulsory purchase following a takeover 

offer, the purchase price must be equal to the consideration offered in the 

buyout offer, unless special reasons justify otherwise. 

2.2.5 New share issues 

Where a company wishes to expand its operations, additional share 

capital is often required. The company raises additional capital by issuing 

new shares. The existing shareholders often receive subscription rights 

entailing pre-emptive rights to subscribe for the new shares in a new share 

issue.  

The number of shares that may be subscribed for is normally established 

in relation to the number of shares previously held by each shareholder. 

The subscriber must pay a certain price (the issue price), which is often 

lower than the market price, for the newly issued shares. Immediately after 

the subscription rights (which normally have a certain market value) are 

detached from the shares, the price of the shares normally declines but, at 

the same time, shareholders who have subscribed for shares have a larger 

number of shares. During the subscription period, which often lasts for a 

few weeks, those shareholders who do not subscribe for shares may sell 

the subscription rights on the marketplace on which the shares are traded. 

Upon the expiry of the subscription period, the subscription rights lapse 

and thus become unexercisable and worthless. 

A limited company can also carry out a directed rights issue (a kind of 

private placement), which is carried out as a new issue of shares, but 

which is directed solely to a limited group of investors. The limited 

company can also carry out a non-cash issue of new shares in order to 

acquire other companies, business operations, or assets other than with 

cash. In both private placements and non-cash issues, the proportion of 

voting capital and share capital in the company held by an existing 

shareholder is diluted, but the number of shares held and the market value 

of the invested capital is normally not affected.  

If the assets or the reserve funds in a limited company have greatly 

increased in value, the company can transfer part of the value to its share 

capital through what is referred to as a bonus issue. In a bonus issue, 

consideration is given to the number of shares already held by each 

shareholder. The number of new shares that inure through the bonus 

issue is established in proportion to the number of shares previously held 

by each shareholder. Through the bonus issue, the shareholder receives 

more shares but the proportion of the company's increased share capital 

held by the shareholder remains unchanged. The price of the shares 

declines in conjunction with a bonus issue but, through the increase in the 

number of shares, the shareholder retains an unchanged market value for 

his or her invested capital. Another method of carrying out a bonus issue 

is for the company to redenominate the quotient value of the shares. 

Following a redenomination, the number of shares held by a shareholder 

and the market value of his or her invested capital remains unchanged. 

2.2.6 Quotient value of shares, share splits and reverse splits 

A share's quotient value is the portion of the company's share capital that 

each share represents. A company’s share capital is obtained by multiplying 

the total number of shares in the company by the quotient value of each 

share. Occasionally, companies wish to change the quotient value, e.g. 

because the price, i.e. the market price of the share, has risen significantly. 

By dividing up each share into two or more shares through a so-called 

share split, the quotient value is reduced and at the same time the price 

per share is reduced. However, after a share split, the shareholder’s capital 

remains unchanged, but it is divided up into a greater number of shares 

each with a lower quotient value and a lower share price.  

Conversely, a consolidation of shares (a reverse share split) can be carried 

out where the price has fallen significantly. In such case, two or more 

shares are merged into one share. However, after a consolidation of 

shares, the shareholder’s capital remains unchanged, but it is divided up 

into a fewer number of shares each with a higher quotient value and a 

higher share price. 

2.2.7 Special Purpose Acquisition Companies (SPAC) 

Special Purpose Acquisition Companies (SPACs) are shell companies listed 

on a trading venue with the intention of acquiring an income-producing 

business, such as another company, in the future. SPACs are often backed 

by people with solid experience and knowledge of the financial sector. 

The expertise of this company management is intended to attract 

investors to invest capital in the SPAC so that the management can make 

income-generating company acquisitions in the future. Consequently, 

anyone investing capital in a SPAC does so without knowing what kind of 

operations the SPAC will conduct in the future. 

The life cycle of a SPAC is usually divided into three phases: 

1. The first step is an IPO where investors are offered the opportunity to

subscribe for shares in the empty SPAC which is to be listed.
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2. The second step is when the listed SPAC looks for a target company to

acquire.

3. The third and final step is the acquisition of the target company, which is

usually carried out through a merger.

The different phases of the SPAC are associated with different levels of 

risk. In general, the first two phases are associated with the highest risk. 

This is because the investment at this stage is purely speculative - the 

investor does not know with certainty what the company’s business 

activities will be, nor can the investor undertake any concrete analyses of 

what the company's future revenues and costs might be. In addition, the 

investor is exposed to acquisition-related risks as they do not know when 

the prospective acquisition will take place (or even if it will take place at 

all). SPACs sometimes aim to complete an acquisition within, for example, 

36 months of the IPO, but the SPAC cannot guarantee this. There is 

therefore a risk that the empty SPAC will be forced into liquidation and 

delisted from the trading venue without even successfully completing an 

acquisition. 

However, if the SPAC finds a suitable target company and succeeds in 

acquiring it, the risk profile of the SPAC transitions to that of an ordinary 

listed company. 

2.3 Index bonds / Share index bonds   

Index bonds/share index bonds are bonds where the yield, instead of 

interest, is based on, e.g. a share index. Where the index performs well, so 

does the yield. In the event of a decline in the index, there may be no 

yield. Index bonds are also often referred to as capital protected products. 

This term means that irrespective of whether there is any yield on the 

product, the nominal amount is repaid, which is customarily the 

investment amount, less any premium paid on the date of maturity. In this 

way, index bonds have a limited risk of loss when compared with, e.g., 

shares and fund units. The risk entailed in investment in a share index 

bond can be defined as the alternative yield, i.e. the yield the investor 

would have received on the invested amount if they had invested the 

capital elsewhere (in addition to any premium and costs paid). Note, 

however, that the capital protection does not apply if the issuer is declared 

bankrupt or becomes subject to company re-organisation with judicial 

composition (Sw. offentligt ackord) (reduction of the amount of the 

claim). 

Index bonds can have different names, such as equity index-linked notes, 

SPAX, equity-linked notes, credit-linked notes, interest-rate linked notes, 

currency-linked notes, etc. depending on the type of underlying asset that 

determines the yield on the bond.  

2.4 Depositary receipts 
Swedish depositary receipts are certificates evidencing the right to foreign 

shares which the issuer of the receipt lodges in safekeeping/holds on 

behalf of the holder. Depositary receipts are traded just like shares on a 

regulated market or trading venue and the price normally follows the price 

on the foreign trading venue on which the share is traded. In addition to 

the general risks associated with trading in shares or other types of 

participating interests, any currency risks should be considered. 

2.5 Convertible securities 
Convertible securities (convertible securities, convertible debentures or 

convertible bonds) are fixed income securities (loans to the issuer of the 

convertible security) which may be exchanged for shares within a certain 

period of time. The return on the convertible securities, i.e. the coupon 

rate, is normally higher than the dividend on the shares received in 

exchange. The price of the convertible security is expressed as a 

percentage of the nominal value of the convertible security. 

2.6 Reverse convertible securities 
Reverse convertible securities are a cross between a fixed income 

investment and an equity investment. The reverse convertible security is 

linked to one or more underlying equities or indexes. This investment 

yields interest, i.e. a fixed, guaranteed return. Where the underlying 

equities or indexes perform well, the amount invested is repaid plus the 

fixed return. However, where the underlying equities or indexes fall, there 

is a risk that, instead of the amount invested, in addition to a 

predetermined yield the holder may receive one or more equities 

included in the reverse convertible security or the equivalent amount in 

cash. 

2.7 Equity options and equity index options 
There are various types of equity options. Call options entitle the holder 

to buy (already issued) shares at a predetermined price within a specific 

period of time. Conversely, put options entitle the holder to sell shares at 

a predetermined price within a specific period of time. There is an issued 

option corresponding to each acquired option. The risk for the person 

who acquires an option is, unless measures are undertaken to limit the 

risks, that the option will decrease in value or become worthless on the 

expiry date. In the latter case, the premium paid when the option is 

purchased is lost in its entirety. The issuer of an option runs a risk which, in 

certain cases, unless measures are undertaken to limit the risks, may be 

unlimited in scope. The price of options is normally affected by the price 

of the underlying shares or indexes, but usually with greater price volatility 

and price influence than the latter.  

The most extensive trading in equity options takes place on regulated 

markets. Trading also takes place on these markets in equity index options. 

These index options yield a profit or loss directly in cash (the cash 

settlement) based upon the changes in an underlying index. See section 

2.13 regarding derivative instruments for further information. 

2.8 Forward commitments for shares and share indices 
A forward commitment entails that the parties have entered into a 

mutually enforceable agreement regarding the purchase and sale of the 

underlying asset at a predetermined price and with delivery or other 

completion event, e.g. cash settlement, of the agreement at an agreed time 

(the maturity date). No premium is paid as the parties have corresponding 

obligations under the agreement.  

There are two main types of forward commitments, and they are known 

as futures and forwards. The difference between a future and a forward is 

in the settlement process, i.e. when a party to a contract receives payment 

or pays, depending on whether the position has generated a profit or a 

loss. In respect of a future, a daily settlement is made in the form of 

regular payments between buyer and seller based on the day-by-day 

change in value of the underlying asset. In the case of a forward, 

settlement does not take place until the maturity date of the instrument. 

See also section 2.13 on derivative instruments. 

2.9 Warrants 
There is also trading in certain call and put options with longer terms until 

expiration, which in Sweden are normally referred to as warrants. 

Warrants may be exercised in order to buy or sell underlying shares or, in 

other cases, provide cash settlement where the price of the underlying 
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share performs well in relation to the warrant's exercise price. 

Subscription warrants may be exercised within a certain period to 

subscribe for corresponding newly issued shares. See section 2.13 

regarding derivative instruments for further information. 

2.10 Leveraged certificates 
A leveraged certificate, which is often just called a certificate or in certain 

cases a note, is often a combination of e.g. a call and put option and is 

based on an underlying asset, such as a share, index or commodity. A 

certificate has no nominal amount. A leveraged certificate should not be 

confused with e.g. commercial paper, which is a type of debt instrument 

which can be issued by a company when it borrows money on the capital 

market (which latter instrument is often referred to in Swedish as 

certifikat).  

A significant characteristic of a leveraged certificate is that relatively small 

changes in the price of the underlying asset can result in significant changes 

in the value of the holder's investment. These changes in value may be to 

the investor's benefit but may also be to the investor's detriment. An 

investor should be particularly aware that a leveraged certificate may fall in 

value and also completely lose its value resulting in all or parts of the 

amount invested being lost. The same reasoning may also often apply to 

options and warrants. See section 2.13 regarding derivative instruments for 

further information. 

2.11 Cryptoassets and financial instruments with cryptoassets as 
underlying assets 
There is no generally accepted definition of cryptoassets (or 

cryptocurrencies). In simple terms, however, they can be described as a 

digital asset that can be transferred and stored electronically using 

distributed ledger technology (e.g. blockchain) or similar technology. 

Cryptoassets can vary significantly in price. It is possible to acquire and 

own cryptoassets personally, and thus directly benefit, or suffer, from the 

ups and downs of the assets. However, investors often choose instead to 

acquire financial instruments with the cryptoasset as the underlying asset. 

Irrespective of the form of the investor's exposure to the cryptoasset, the 

investment is risky for several reasons. These include risks associated with 

the transparency of the cryptoasset, its volatility and valuation, and a lack 

of consumer protection. This means that instruments that have 

cryptocurrency as an underlying asset must be traded with great caution. 

These instruments, mainly certificates and so-called tracker certificates, are 

complex in their own right and have an additional dimension of 

complexity when the underlying asset itself is difficult to value and 

understand. See also section 2.13 on derivative instruments. 

2.12 Fixed income instruments 

A fixed income financial instrument is a claim against the issuer of a loan. 

The return is normally paid in the form of interest. There are various types 

of fixed income instruments depending on the issuer of the instrument, 

the security provided for the loan by the issuer, the term until the maturity 

date, and the form of payment of interest. One common type of interest-

bearing financial instrument is a bond. Bonds can be issued by, for 

example, a company (corporate bonds), a state (government bonds), or a 

municipality (municipal bonds), instead of another type of debt financing. 

Bonds are negotiable debt instruments that certify that the holder has lent 

money to the issuer of the bond. There are different types of bonds and it 

is important that you, as an investor, understand the type of bond you will 

be investing in and the risks involved in the investment. See below for 

different types of fixed income instruments and risks. 

The risk in a fixed income instrument consists in part of the change in 

price (price risk) which can arise during the term due to changes in market 

interest rates, and in part that the issuer will not be able to make interest 

payments or repay the loan (credit risk). Loans where sufficient security for 

repayment has been pledged are typically seen as less risky than unsecured 

loans. In purely general terms, one can say that the risk of loss on fixed 

income instruments is lower than that for shares. A fixed income 

instrument issued by an issuer with a high credit rating can thus be a good 

alternative for someone who wishes to minimise the risk that their savings 

will diminish in value and may be preferable for short-term savings. Even in 

conjunction with long-term savings, where there can be no risk to the 

principal, e.g. for pension commitments, elements of fixed income 

investments are very common. The downside of a fixed income 

investment is that, as a rule, it yields a low increase in value. Examples of 

fixed income investments are savings accounts, private bonds, and fixed 

income funds. 

The prices are established on an on-going basis on both short-term 

instruments (less than one year), e.g. treasury bills, and on instruments 

with longer terms, e.g. bonds. This takes place on the money and bond 

markets. The market interest rates are affected by analyses and 

assessments made by the Swedish Riksbank and other major institutional 

market participants regarding the short-term and long-term development 

of a number of economic factors, such as inflation, economic growth, 

interest trends in Sweden and abroad, and so forth. The Riksbank also 

takes so-called monetary policy operations for the purpose of controlling 

the development of market interest rates so that inflation remains within 

established targets. The financial instruments which are traded on the 

money and bond markets (e.g. government bonds, treasury bills, and 

housing bonds) are often traded in very large posts (multimillion amounts). 

One form of fixed income instrument is a discount security, where the 

instrument is sold at a discount. Upon sale, the price of the instrument is 

calculated by discounting the loan amount including calculated interest to 

current value. The current value, or the price, is lower than the amount 

received upon maturity (the nominal amount).  

Certificates of deposit and treasury bills are examples of discount bonds, 

as are zero-coupon bonds.  

There may also be instruments and other forms of savings where the 

interest is protected against inflation and the investment therefore gives a 

fixed actual rate of interest. 

Where market interest rates rise, the price of (already issued) fixed 

income financial instruments will fall if they provide a fixed rate of interest, 

since new bonds are being issued bearing rates of interest that follow 

current market rates of interest and thereby provide a higher rate of 

interest than the already issued instruments. Conversely, the price of 

already issued instruments increases when market interest rates decline.  

Loans issued by the states and municipalities are deemed to be risk-free 

with respect to repayment, which thus applies to treasury bonds and 

municipal bonds. Issuers other than the State and municipalities may 

occasionally, in conjunction with the issuance of bonds, provide security in 

the form of other financial instruments or other assets (security in the 

form of property or tangible assets).  
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There are also other fixed income instruments associated with a higher 

risk than bonds if the issuer were to encounter difficulties in repaying the 

loan, e.g. subordinated debentures, since the loans are repaid only after all 

other creditors have received payment. Contingent convertibles, referred 

to as ‘cocos’, represent another type of complex product carrying risks 

that can be very difficult to explain. Essentially, the bonds may be written 

down upon the occurrence of certain predetermined events, i.e. lose all or 

part of their value, or be converted into shares. 

One type of fixed income-related instrument is covered bonds. These are 

associated with a specific priority right according to special legislation. The 

regulations concerning covered bonds aim at ensuring that an investor will 

receive payment in full according to the agreed term even where the 

issuer of the bond is declared bankrupt, provided that the assets which 

secure the bond are of a sufficient value. 

2.13 Derivative instruments 

A derivative instrument is a financial instrument whose value depends on 

another underlying asset. Derivative instruments can be, for example, 

options, forward commitments, warrants, swaps, or contracts for 

difference (CFD). There are various types of underlying assets, e.g. shares, 

bonds, commodities, and currencies. Derivative instruments may be used, 

for example, to provide protection against an unwanted change in the 

price of the underlying asset or to achieve a profit or return with a smaller 

capital investment than would be required to make a similar trade directly 

in the underlying asset. 

The price of a derivative instrument depends on the price of the 

underlying instrument. A particular characteristic is that the changes in 

price of the derivative instrument are often much stronger than changes in 

price of the underlying asset. The price effect is therefore called the 

leverage effect and may result in a larger profit on the invested capital than 

if the investment had been made directly in the underlying asset. 

Conversely, the leverage effect may equally result in a greater loss on the 

derivative instrument compared to the change in value of the underlying 

asset where the price of the underlying asset is different than expected. 

The leverage effect, i.e. the fact that the magnitude of a price change of 

the derivative instrument is greater than a price change of the underlying 

asset, varies depending on the design of the derivative instrument and how 

it is used. Stringent requirements are therefore imposed on the monitoring 

of prices of derivative instruments and the underlying assets. In their own 

interest, investors should be prepared to act quickly, often during the day, 

in case their investment in the derivative instrument performs in a negative 

way. It is also important to consider, when making a risk assessment, that 

the opportunity to dispose of a holding can be more difficult where the 

price falls. 

For further information regarding derivative instruments, see the 

information given together with derivative trade agreements or which can 

be acquired from the Bank upon request.  

3. TRADING IN FINANCIAL INSTRUMENTS

Trading in financial instruments, i.e. shares in limited companies and

equivalent interests in other types of undertakings, bonds, depositary

receipts, fund units, money market instruments, financial derivative

instruments or such other securities as may be the subject of trading on

the capital market, mainly takes place in an organized manner on a trading

venue. Trading is carried out through the investment firms that participate

in the trading on the trading venue. As a client, you must normally contact 

such an investment firm in order to buy or sell financial instruments. 

Trading on regulated markets, trading platforms, and other trading venues 

comprises a secondary market for financial instruments which have already 

been issued by a company. If a secondary market functions well - i.e. if it is 

easy to find buyers and sellers, and bid and ask prices, and the transaction 

prices (prices paid) from completed transactions are regularly quoted - 

companies also have an advantage in that it becomes easier to issue new 

instruments when necessary and thereby acquire more capital for the 

company's operations. The market on which purchases/subscriptions of 

newly issued instruments takes place is known as the primary market. 

3.1 Trading venues and other execution venues 

“Trading venue” means a regulated market and the two types of trading 

platforms – MTF platforms (multilateral trading facilities) and OTF 

platforms (organised trading facilities). In addition, the client’s trading can 

be carried out via the Bank, which acts as a systematic internaliser (SI), 

market maker or other liquidity provider. 

Various types of financial instruments are traded on a regulated market. In 

relation to shares, only shares in public companies can be listed and traded 

on a regulated market and there are stringent requirements imposed on 

such companies, among other things, regarding the company’s size, 

operational history, concentration of ownership and public reporting of 

the company’s finances and operations.  

There are currently two regulated markets in Sweden: Nasdaq OMX 

Stockholm AB ("Stockholm Stock Exchange") and Nordic Growth Market 

NGM AB ("NGM").  

A multilateral trading facility (MTF) can be described as a trading system 

that is organised and provided by an exchange or investment firm. 

Typically, less stringent requirements, such as the provision of information 

and operational history, are imposed in respect of financial instruments 

traded on a multilateral trading facility compared to financial instruments 

traded on a regulated market.  

There are currently three MTFs in Sweden: Spotlight, First North and 

Nordic MTF. 

An organised trading facility (OFT) is in many ways similar to an MFT, but 

on an OFT only financial instruments that are not shares or share-related 

(such as bonds and derivative instruments) may be traded. In addition, 

OFTs have more liberal rules regarding trading, including order matching, 

than with regulated markets and MFTs. 

A systematic internaliser (SI) is an investment firm which, in an organised, 

frequent and systematic manner, trades on its own account by executing 

client orders outside a regulated market or a multilateral trading facility. A 

systematic internaliser is obligated to publish buy and/or sell quotes on 

prices that correspond to the market price for liquid shares which are 

traded on a trading venue and for which the systematic internaliser carries 

out systematic internal trading. 

Trading can also take place at the Bank without systematic internalisation 

being involved, against the Bank’s own trading stock or against orders from 

the Bank’s other clients. In such a case, the Bank acts as a market maker or 

other liquidity provider. 
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3.2 Trading/quoting lists 

The trading venues usually divide shares into different lists which are 

published, e.g. on the trading venue’s website, in daily newspapers and 

other forms of media. A deciding factor in relation to the list on which the 

company's shares are traded may be the company's market value (e.g., 

Stockholm Stock Exchange's Large, Mid and Small cap). The shares with 

the highest turnover may also be on a special list. Some investment firms 

also publish their own lists of financial instruments which are traded 

through the firm, prices at which the instruments are traded, etc., e.g. via 

the firm’s website. Shares quoted on lists subject to stringent requirements 

and with a high turnover are generally deemed to involve a lower risk than 

shares on other lists.     

Information regarding prices, etc. in respect of shares as well as other 

types of financial instruments, such as fund units, options and bonds, are 

also published regularly on, e.g. the trading venues' websites, in daily 

newspapers and other media. 

4. SHORT-SELLING
Short selling means that the party who has borrowed financial instruments,
and simultaneously undertaken to return the same type of instruments to
the lender at a later date, sells the borrowed instruments. In making the
sale, the borrower counts on being able, on the date for return of the
instruments, to acquire the instruments on the market at a lower price
than the price at which the borrowed instruments were sold. Where,
instead, the price has increased, a loss is incurred, which can be substantial
if the price has increased.

Unlike in some parts of the world, naked short selling is, in principle, 
prohibited in the EU. Naked short selling means that at the time of the 
short sale, the seller has not borrowed the security or ensured that it can 
be borrowed. 

5. BORROWING

It is possible to borrow against security in financial instruments. To do so,

however, you need an approved credit assessment and a credit

agreement. This means that the borrower borrows money with the

financial instruments as collateral (pledge). Using the borrowed money, the

borrower can invest more money in financial instruments than they would

have been able to without the loan.

Investing borrowed money in financial instruments means that you not 

only have the possibility of higher returns, but you also expose yourself to 

greater risk. This increased risk works similarly to that in connection with 

the trading of financial instruments with built-in leverage (see, for example, 

section 2.10 on leverage certificates). 

If you have financed an investment with borrowed money and the 

investment subsequently falls sharply in value, this may result in the lender 

itself selling the securities you pledged as collateral for the loan and you 

may also need to inject additional cash to cover the collateral shortfall. 

---------------------------------------------- 

Additional general information about different types of financial 

instruments and trading in financial instruments, as well as suggestions for 

additional literature in the area, are available e.g. on the website of the 

Swedish Consumers' Banking and Finance Bureau, 

www.konsumenternas.se, and on SwedSec’s website, www.swedsec.se.

http://www.konsumenternas.se/
http://www.swedsec.se/

