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1. Economic and financial background

	Table 1: Key Economic Indicators



	
	2005
	2006

	Population (million)

GDP (USD billion)

Real GDP growth (%)

Inflation rate (%)

Unemployment rate (%)

Stock market capitalisation (USD billion)

Stock market capitalisation (% of GDP)

Bond market capitalisation (USD billion)

Bond market capitalisation (% of GDP)

Household gross savings ratio (%)

Household financial wealth (USD billion)

Average per capita financial wealth (USD)
	9.0

336

2.9
0.9

5.9

441
131

221
66
8.7
592
65,537
	9.1

413
4.4

1.6

5.4

622
151

273
66

8.0

765
83,941


The Swedish economy grew by 4.4 percent during 2006, well above the European average but below world average. GDP growth for 2007 is predicted to still be high but somewhat lower than 2006. The household savings ratio is predicted to rise in 2007 and 2008 due to increased disposable income.
2. Data on funds under management and portfolios

[image: image1.emf]2006-06-30 2007-06-30 As a % of total

Equity funds 109,8 154,0 61

Balanced funds 27,7 35,4 14

Bond funds 17,4 17,5 7

Money Market funds 30,1 31,1 12

Fund-of-funds 6,8 9,3 4

Other funds 4,9 7,0 3

TOTAL 196,7 254,2 100

Table 2: Total assets by fund type,  US$ Billion


Total assets increased by US$ 58 billion, or 29 percent, during the period. The net 

sales during the period amounted to 6.3 billion, hence the increase is mainly explained by positive developments on the stock markets. 254 billion is all time high for investment fund assets in Sweden. Since the stock markets turned up in 2003, the total assets have increased by over 100 percent.
3. Key trends in flows and assets under management

[image: image2.emf]US$ Million As a % of total

Equity funds 4 240 66

Balanced funds 1 528 24

Bond funds -1 048 -16

Money Market funds -1 402 -22

Fund-of-funds 1 366 21

Other funds 1 696 27

TOTAL 6 380 100

Table 3: Total net sales by fund type, July 2006 - June 2007


Net sales of equity funds dominated during the period. While households still investing in equity funds indirectly via pension vehicles, the temporary downturns of the stock markets in May 2006 and March 2007 have affected the households’ appetite for equity investment and the direct investments in equity funds were negative. The recent turbulence on the stock market in August, and perhaps the fact that the stock market is on its fifth consecutive year of positive development, have resulted in that some investors have sold equity funds in order to realize profits. In 2006 and the fist half year of 2007 investments in savings accounts have reached record levels.
4. Regulatory and self regulatory developments (including tax)

4.1
Capital Requirements Directive:

The CRD has been implemented on 1 February 2007. It is only applicable to fund managers with a license to manage individual portfolios.

The possibility given to investment firms to calculate their minimum capital requirements using the so-called Expenditure Based Requirement is implemented but so far it is to early to say how it will work in practice. 

4.2
MiFID implementation: 

MiFID Level 1 legislation will be implemented on November 1, 2007. 

MiFID Level 2 legislation has not yet been implemented. A proposal for FSA guidelines/level 2 implementation has been circulated for comments and is to be implemented on the same date as the Act.

No actions have been taken by our national regulator at Level 3.

4.3
Pensions: 
Due to the ruling of the Court of Justice of the European Communities against Denmark (C-150/04) the Swedish government has decided to change the law in Sweden so that transfers from an old pension policy to a new one is no longer possible. Like Denmark Sweden used to allow a tax deduction for second and third pillar pension policies only if the policy was managed by a national pension manager which according to the Court of Justice is not allowed according to community law.

According to the new rules old pension insurance policies under second or third pillar agreements can not be moved to a different policy, neither in Sweden nor within the EU, without tax consequences. New pension policies can be moved within Sweden and to other member states but the premium will only be deductible if the pension provider agrees to send tax statements to the Swedish Tax Authority. The changes have taken effect as from the 2 February 2007. A proposal allowing for transfers is being prepared by the government. 
The Premium Pension Authority has introduced a new discount system for the funds participating in the Premium pension system. Although the Association is in support of some changes made, for example funds that are successful within the system will be able to keep more of the management fees than with the previous rebate system that was extremely progressive, there are some new principles that are less positive for the fund companies. The discount should now be calculated with regard to the total assets of the fund company within the system, not only to the individual fund. The association believes that this may lead to, among other things, that the range of funds offered within the system will, in the long term, become limited and uniform. PPM savers risk not benefiting from product development in the sector due to the reduction in the incentives to develop and launch new funds within the system. The new discount system will also increase the average discount, from 0.37 percent to 0.5 percent (resulting in an average net TER of 0.30 percent). The remuneration level suggests that the fund management companies participation in information provision and advisory activities are not encouraged, which is unfortunate, given that there is a substantial need to increase pension savers knowledge, and that this is an area in which the industry could contribute more and play a greater part.

As a result of the governmental committee that in 2005 evaluated the Swedish premium pension system, the government ordered two investigations that were published in spring 2007. One was made by the Premium pension authority, resulting in suggestions on how to reduce the number of funds within the system and a proposal that the Authority itself should put together fund portfolios in order to facilitate the fund selection process for the saver. The Swedish Investment Fund Association is critical to most of the suggestions. The other investigation was made by the Swedish Agency for Public Management. This independent investigation concluded that the positive effects of an open non-restricted offering of funds were larger than the possible positive effects of reducing the number of funds.

4.4
Tax rules:

The Swedish Government has finally decided to abandon the wealth tax. The wealth tax has been considered very harmful to the Swedish financial sector and to enterprise. The Swedish Tax Agency has estimated that assets equivalent to at least SEK 500 billion may be invested outside Sweden’s borders. The government intends to abolish wealth tax entirely retroactively as of 1 January 2007. 

In order to finance the abolition of wealth tax the deduction allowance for private pension savings will be limited. The Government intends in the current year to propose a limit on the general tax deduction for pension savings of SEK 12 000 per year. It is proposed that this new regulation come into force on 1 January 2008.

5. Corporate governance - major developments

No major developments.

6. Fund governance
Due to MiFID implementation, the Associations' Code of Conduct is currently under revision regarding agreements between management companies and distributors on financial advice, information and marketing.

7. Product developments

8. Other major issues and developments

Main issues/activities

The association is striving to get a referral of tax payment in situations where one fund holding is switched to another. Another important issue on the lobbying agenda is to try to lower or abolish the tax on the fund itself (for Sweden registered funds). The tax is believed to drive many fund managers to register funds abroad.

Educational seminars & training courses
During the past year the Association has arranged seminars on MiFID and Anti Money Laundering

Surveys
In 2006 the Association made a survey on fund savers’ attitude towards referral of tax payment for fund switches. One third of the fund savers expressed that they would change funds more often if the tax regime was changed. This was followed by a survey on the political parties’ attitude towards referral of tax payment for fund switches. All seven parties in the parliament expressed that a referral would be good for competition and for the fund savers. In 2007 a new survey showed, among other things, that more than half of all fund savers who have switched funds are more satisfied with their funds after the switch, only 4 percent are less satisfied.
Publications
The Association publishes, together with the Swedish Bankers’ Association, Swedish Securities Dealer’s Association and the Swedish Insurance Federation, a quarterly publication on the relevant legislative progress made on the EU level. The publication is published publicly on each Association’s website.

The Association has also published a new version of “Fondspara”, an information booklet aimed for the unit-holders. The interest in the publication has increased the last couple of years and is being used by financial advisors and in customer service departments. The booklet is complemented with a website www.fondspara.se administered by the Association but kept separate from the Associations’ other website.

“Outlook” is a yearly-published report with information regarding the ongoing issues of the Association. This year “Outlook 2007/2008” will be published in August.

PerfectVille

In November 2006 the Swedish Investment Fund Association launched PerfectVille, an online game. Young adults heading into working life need to know more about fund saving and funds. Even though all young people sooner or later are going to save in funds, they don’t know much about them nor have any great interest in them. The Swedish Investment Fund Association wants to rectify that with PerfectVille, a surprisingly easy yet educational game about funds. In PerfectVille, you learn the basics of fund saving in a simple and fun way as well as the importance of saving. The game is to be found at www.fondspara.se and www.perfectville.se 
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