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Traditional investment models 

are inadequate in today’s investor 

world – basically, they are too rigid. 

Customers want long-term stabil-

ity, avoiding excessively dramatic 

swings. Moreover, they require port-

folios that take into account a reality 

that is both complex and unpredict-

able. With over 150 years’ experience 

in portfolio management for wealthy 

individuals, we have undertaken the 

task of building modern portfolios 

with a wider mandate in order to cre-

ate value over time. The result is our 

Modern Investment Programmes. 

We decided to break with the tradi-

tion of “beating the index” as our only 

goal, because an index can fl uctuate 

widely at times. That is the essence of 

our investment philo sophy. Beating 

an index is of little comfort if the 

index itself has lost twenty per cent or 

more – just when money is needed. 

Private investors also typically have 

several investment objectives. One 

may be to ensure the necessary capi-

tal for current expenses, another to 

maintain a certain lifestyle and a third 

to explore the possibility of one day 

acquiring a vineyard. So our Modern 

Investment Programmes have three 

general aims: for Modern Protec-

tion to maintain capital, for Modern 

Growth long-term growth, and for 

Modern Aggressive maximum return.

Portfolio management without a 

relative index goal is free to take 

Three portfolios.
Seven asset classes.
Individually tailored returns.



advantage of the way diff erent asset 

classes behave, depending on the 

phase of the economic cycle. As a 

result, we have a chance to gener-

ate returns at a signifi cantly lower 

risk. The investment objective is 

important, but perhaps even more 

important is investment performance 

over time. Unforeseen circumstances 

in life, which lead to a sudden need 

for capital, do not take into consider-

ation whether it is bull or bear market.

We want to integrate long-term 

global trends in our Modern Invest-

ment Programmes and thus avoid the 

most dramatic market swings, so we 

include several asset classes when we 

build portfolios. Historically, the focus 

has been on equities and funds along 

with fi xed income instruments. Today 

the investment universe is far richer. 

By combining asset classes such as 

real estate, currencies, commodities, 

private equity and hedge funds, we 

reduce the overall risk. Losses can 

never be completely avoided, but 

it is possible to prevent the most 

abrupt changes. In a troubled market 

climate, we consider which asset 

class might benefi t from adverse 

conditions. In short, we become less 

sensitive to market movements and 

our customers are less vulnerable 

– even when the unforeseen occurs.

Glossary

ALLOCATION

Specifi es how asset classes are allocated 

within a portfolio.  

BENCHMARK

In a fi nancial context, an index used 

by analysts to compare investment 

performance.

CORRELATION

Describes the degree of relationship 

between variables, for example between 

diff erent asset classes. Since asset 

classes move in diff erent directions, 

the overall portfolio risk decreases by 

combining them. 

KEY ASSET MANAGEMENT 

London-based fund management team 

and part of the seb Group. The unit joins 

in the search for the right hedge funds for 

the Modern Investment Programmes. 

MANAGER RESEARCH

A team of analysts within the seb Group 

with the task of choosing the most 

professional fund management teams. 

Careful consideration is given to the fund 

managers’ investment philosophy. 



Modern Protection, 

Modern Growth or 

Modern Aggressive.

portfolios.



MP Modern Protection
Developed to yield 

returns on the part of the portfo-

lio primarily aimed at preserving 

wealth and avoiding major swings. 

Investments are largely in fi xed 

income instruments with potential 

for higher returns. Hedge funds with 

diff erent strategies and managers 

add to diversifi cation. Investments 

in real estate and currencies may 

also be included. However, there 

may be considerable variation in the 

allocation over time to achieve the 

objective: a return that exceeds the 

risk-free interest rate by 1–2 per cent 

over 12 months. 

MG Modern Growth
The part of the portfolio 

that has the objective of long-term 

capital growth. Seven diff erent asset 

classes may be used in the pro-

gramme. Their share of the portfolio 

will vary over time. Occasionally, 

some asset classes will be com-

pletely excluded. As a result, lower 

risk is achieved even though the 

diff erent components may carry a 

high risk. Equities often constitute a 

large portion. The focus is on active 

management, a clear strategy and 

management with good results. 

Hedge funds, with diff erent strate-

gies and managers, and fi xed income 

instruments are expected to make 

up a large share. Other potential in-

vestments are in real estate, private 

equity, commodities and currencies. 

Expected return over a business cy-

cle should be in line with the global 

stock market. However, the risk is 

targeted to be lower than for a global 

equity index.

MA Modern Aggressive
The part of the 

portfolio that has the objective of 

maximum capital growth, but at a 

higher controlled risk. Management 

strategies are similar to those for 

Modern Growth, but management 

has a wider mandate in choosing the 

asset classes that are expected to 

yield a high return and can assume 

a higher risk in the asset classes. All 

the asset classes in Modern Growth 

are used, but the focus is on equities, 

hedge funds, private equity and 

commodities with a slightly higher 

risk. Currencies and fi xed income 

investments may be used, but are 

then expected to have a stabilising 

eff ect. The objective is to provide a 

better return than the global stock 

market over time. 



 
Equities 
Today, even private investors 

can basically invest in any stock 

market around the world by putting 

money into various investment 

funds. Capital grows through divi-

dends or rising share prices. Equities 

have historically yielded a higher 

return than bonds or Treasury bills, 

for example, but they carry more 

risk and are more impacted by the 

company’s earnings and the state of 

the economy. From 1900 to 2010, the 

world’s stock markets showed an av-

erage real return (share price growth 

and reinvested dividends) of 5.5%*. 

But the average value conceals 

weak and strong periods and major 

variations from year to year, as well 

as signifi cant diff erences between 

countries. Sweden, for example, 

averaged more than 6 %*, while Italy 

showed a return of 2 %*. The down-
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asset classes.



swings have sometimes been steep 

and long-lasting. The stock market 

is thus primarily an alternative for 

investors with an investment horizon 

of more than fi ve years.

* Source: Credit Suisse Global Investment 

Returns Yearbook 2011. 

 Fixed income 
Fixed income investments 

are traded in the credit market, 

which is divided into the money 

market and the bond market. Bonds, 

fi xed income instruments with 

maturities of up to thirty years, have 

had a higher annual yield than fi xed 

income investments with short ma-

turities, up to one year, but longer-

term investments carry more risk.  

Central banks have various tools at 

their disposal to regulate liquidity in 

the fi nancial system and determine 

short-term interest rates. Central 

banks set repo rates to infl uence 

short-term interest rates in the money 

market. The level is based on an as-

sessment of how infl ation will develop 

compared to that central bank’s infl a-

tion target. In the bond market, supply 

and demand determine yields, which 

are governed by infl ation trends, the 

creditworthiness of the borrower, the 

amount of time the money is invested 

and yields on alternative investments 

for global investors.

 Hedge funds
The term hedge fund is used 

for funds with various strategies, risk 

profi les and return potential. Some 

work primarily with exposure to stock 

markets, others with money market 

instruments, currencies or commodi-

ties. Some strategies are based on 

economic trends or on what eff ects 

diff erent corporate actions have, for 

instance mergers and acquisitions. 

While strategies vary, they all have 

the goal of generating a positive 

return over time, regardless of how, 

for instance, the stock market is 

performing. Compared to traditional 

equity and fi xed income funds, a 

hedge fund manager has a wider 

mandate on investments and greater 

opportunities to fi nd profi table in-

vest ments. However, this may make 

it much more diffi  cult for investors to 

keep track of how the fund manager 

has invested. For most hedge funds, a 

minimum investment is also required, 

and many attractive hedge funds are 

closed to new investments. One way 

to still take part in hedge funds is to 

choose investments in a “hedge fund 

of funds”. 



 
Real estate 
Investments in real estate 

give investors a return in two ways:  

through the cash fl ow from rents 

and other sources, and capital 

gains from a long-term increase in 

value. Thus far, American real estate 

investment trusts (REITs) have 

generated a return that compares 

favourably with the trend in the 

stock market, but the fi nancial risk 

is lower. Real estate investments 

provide diversifi cation and have 

qualities that are reminiscent of 

the bond market given the rental 

income from properties. As with the 

stock market, there are expectations 

of a long-term rise in value, which 

is attractive for long-term inves-

tors. However there are occasional 

bubbles in the real estate market. 

One way for investors to protect 

themselves and mitigate the eff ects 

is to invest in high-quality properties 

with good locations. 

 Private equity 
The objective of private 

equity is to provide new capital to 

promising companies so they can 

develop their operations and then to 

sell the holding at a higher price. This 

is a long-term form of investment and 

carries a high risk but provides good 

potential return. However, an initial 

investment of tens of millions of euros 

is not unusual in order to join the 

most prestigious funds. Since private 

equity started to be used as an invest-

ment instrument, returns have been 

signifi cantly higher than for the global 

stock market. 

A typical private equity fund has a life 

of 7–12 years, and profi ts are gener-

ated by gradually improving acquired 

companies without any external 

impact from the stock market. The 

idea of staying outside the stock 

market is to make investments that 

bear fruit only over the longer term. 

The risks associated with private 

equity primarily concern the quality of 

the company’s management, which is 

of vital importance to the develop-

ment of the company. Since private 

equity depends on large amounts of 

capital, liquidity is often scarce, which 

increases the risk of investors not be-

ing able to sell when they want. 

 Commodities 
Commodities are produced 

all over the world, but trade is 

concentrated in a few commodity 

exchanges, like those in Chicago 

and London. Commodities are 



traded both on the spot and futures 

market. In the past fi ve to ten years, 

the three most frequently used  

indices have performed better than 

both the US money market and stock 

market. Demand for commodities is 

considered to be fairly constant, and 

such investments have historically 

had lower volatility than equities 

but higher volatility than bonds. 

This means that commodities are 

an asset class with the potential to 

generate returns even when other 

asset classes are performing poorly. 

One problem is that prices are af-

fected by events that are diffi  cult to 

foresee – such as natural disasters, 

the outbreak of disease or war.

 Currencies 
The return on investments 

in the currency market does not 

correlate with the performance of 

the stock market or money mar-

ket. Investments in currencies are 

thus a good way to spread risk. 

Many companies are in the foreign 

exchange market to protect their 

fl ows denominated in diff erent 

currencies. Their primary aim is not 

to make money on exchange rate 

fl uctuations, so talented managers 

have an opportunity to create value. 

However, historically, it has proven 

diffi  cult to predict exchange rates. 

Currency funds therefore use models 

and technical analysis to identify 

return potential. Some factors to 

consider are risk appetite, monetary 

policy, technical trading, capital fl ows 

and “carry trades”. In carry trades, 

investors take advantage of interest 

rate spreads in various countries. 

They borrow at low interest rates in 

one country and make money by in-

vesting in high-return investments in 

another. Of course, earnings can also 

be negative if exchange rates move in 

an unanticipated direction.



An investment process 

that produces results. 

steps.



1 Market 
perspective  

A market analysis is 

performed, incorporating 

market trends and themes 

considered to have an 

impact on investment op-

portunities. Other impor-

tant factors include the 

expected macroeconomic 

climate, money market 

trends and risk appetite.

2 Analysis of 
asset classes 

The approach to the 

diff erent asset classes 

included in the portfolio 

is determined. Equities, 

fi xed income instruments, 

hedge funds, real estate, 

private equity, commodi-

ties and currencies have 

diff erent sensitivities and 

are impacted in diff erent 

ways by various factors. 

An assessment is also 

made of expected return, 

risk and correlation 

measures. The expected 

values are compared with 

historical values for risk 

management.

3 Investment 
strategy

The market analysis and 

analysis of the diff erent 

asset classes together 

form the basis of seb’s glo-

bal market outlook in the 

investment process. An 

investment strategy is cre-

ated on this basis in which 

we take into account risk 

and return. Asset class 

levels are optimised given 

expected risk, return and 

correlation measures.

4 Portfolio 
structure

The portfolios for manag-

ing customer assets 

are set up based on the 

investment strategy. In 

order to create the best 

portfolios possible, great 

emphasis is given to 

how the diff erent asset 

classes interact. Based on 

the allocation chosen, a 

selection of investments 

is made in collaboration 

between Investment Strat-

egy, Manager Research 

and Key Asset Manage-

ment.

Strategic planning behind the 
Modern Investment Programmes

in the world.

investment choice.

approach to avoid declines.
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Denmark. Tel: +45 332 813 00 

sebprivatebanking@seb.dk

Estonia. Tel: +372 6656 200 

privaatpangandus@seb.ee 

Finland. Tel: +358 9 131 551 

privatebanking@seb.fi

Latvia. Tel: +371 6777 9799 

private.banking@seb.lv

Lithuania. Tel: +370 5 268 2888 

private.banking@seb.lt 

Luxembourg. Tel: +352 26 23 1

contact@sebprivatebanking.com 

Norway. Tel: +47 22 82 70 00 

privatebanking@seb.no

Singapore. Tel: +65 6357 0895

singapore@sebprivatebanking.com.sg

Switzerland. Tel: +41 22 704 01 00

switzerland@sebprivatebanking.ch 

UK. Tel: +44 20 7246 4000 

contact@sebprivatebanking.com

www.seb.se/privatebanking

Would you like to know more?

If you would like more information about seb’s Modern Investment Programmes, please contact 

your private banker. You can also phone us at +46 (0)771 625 201 in Sweden, or you can reach us at: 

DISCLAIMER. This document produced by seb contains general marketing information about its investment products. Although the content is based on  

sources judged to be reliable, seb will not be liable for any omissions or inaccuracies, or for any loss whatsoever which arises from reliance on it. If investment  

research is referred to, you should if possible read the full report and the disclosures contained within it, or read the disclosures relating to specific companies  

found on www.seb.se/disclaimers. Information relating to taxes may become outdated and may not fit your individual circumstances. Investment products  

produce a return linked to risk. Their value may fall as well as rise, and historic returns are no guarantee of future returns; in some cases, losses can exceed the  

initial amount invested. Where either funds or you invest in securities denominated in a foreign currency, changes in exchange rates can impact the return.  

You alone are responsible for your investment decisions and you should always obtain detailed information before taking them. For more information please see  

inter alia the simplified prospectus for funds and information brochure for funds and for structured products, available at www.seb.se. If necessary you should  

seek advice tailored to your individual circumstances from your seb advisor.

Information about taxation: As a customer of our International Private Banking offices in Luxembourg, Singapore and Switzerland you are obliged to keep  

informed of the tax rules applicable in the countries of your citizenship, residence or domicile with respect to bank accounts and financial transactions. seb does  

not provide any tax reporting to foreign countries meaning that you must yourself provide concerned authorities with information as and when required. 


