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Nordic investors are looking for more customised products and transparenc\ from alternatives investment managers as interest

in the asset class begins to pick up once again, sa\s Jan Willers.

Jan WilleUV, head of financial maUkeW UeVeaUch aW KiUVWein

Although 2011 represented another tough year for alternative investments there are some signs of recovery. There is an increasing, though

varied, interest among Nordic investors for some of the various asset classes within alternatives. Investors expect more customised products

and more transparency from their investment managers.

Investors indicate the highest interest in private equity, real estate and infrastructure, whereas interest in commodities and forestry is relatively

limited. Interest in hedge funds and fund of funds structures continues to be very low.

Last year the share of alternatives decreased from 13 per cent to 12 per cent, which to some extent reflects changes in the value of

derivatives. The interest in alternative assets is also affected by capital requirements in relation to the EU¶s Solvency II directive.

An increasing number of investors expect to maintain an allocation to alternatives in 2012. Finnish investors have the highest allocation in the

Nordic region. For example, the Finnish insurer Varma has close to 30 per cent of its total portfolio in alternatives including real estate.

Norwegian investors in general have low allocations to alternatives, restricted to a maximum of 10 per cent by regulators. Swedish investors

have made a modest increase in allocation to alternatives whereas the share of alternatives in Denmark has decreased.

Private equit\

Private equity is still recognised as an interesting asset class and quite a few Nordic investors stress its attractiveness. The challenges at the

moment are liquidity, risk and solvency, which for many investors will dampen the interest for large new commitments to this asset class. In this

environment, some investors consider exposing themselves to the overall themes through listed and more liquid securities.

Hedge funds

There is a slight decrease in interest in hedge funds, especially funds of hedge funds. Generally speaking, investors have a stronger

preference for single funds if they choose to invest. The interest shown by investors is based in part on the focus on absolute management.

Equally, some investors stated that hedge funds are important in creating a diversified portfolio and a number of Danish and Finnish

institutional investors indicate that they will be looking for hedge fund mnanagers in the coming period.

We find that the structure of demand for hedge funds is changing and proximity and knowledge are important factors, favouring local providers.

An interesting question is whether hedge funds are seeing competition from traditional asset managers – ie investors that do not wish to pay

the 2 per cent plus 20 per cent fees and, therefore, look for the same management in more traditional structures supplied by long-only

managers or investment banks.

Commodities

Commodities are attracting little interest although it appears that commodities have entered institutional portfolios seemingly on a more

strategic basis. Thus, a number of investors use commodities as diversifiers and protection against inflation.

Forestr\

Although interest in forestry has increased considerably in Sweden, the number of new expected mandates is still rather low. For some Nordic

investors forestry is considered a green investment and this could possibly contribute to increased interest in this asset class going forward.

Infrastructure

Infrastructure remains interesting for many investors seeking inflation protection and predictable long-term cash flows. Investments in

alternatives among Danish investors may be further encouraged given the link to the economic, social and governance (ESG) profile the

Danish government wishes to promote. By agreeing to sign off on contractual agreements to buy windmill energy for a prolonged period of
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PULQW EPDLO

WLPH WKH DDQLVK JRYHUQPHQW DLPV WR HQVXUH WKDW LQYHVWPHQW LQ HQYLURQPHQWDOO\-IULHQGO\ DOWHUQDWLYH DVVHWV DUH OHVV ULVN\. LLNHZLVH SXEOLF-SULYDWH

SDUWQHUVKLSV DWWUDFW VRPH DWWHQWLRQ DQG VRPH DDQLVK LQYHVWRUV KDYH VKRZQ LQWHUHVW LQ VXFK DJUHHPHQWV. 

Real eVWaWe

DLUHFW LQYHVWPHQW GRPLQDWHV UHDO HVWDWH LQYHVWPHQWV DQG WKH PDMRULW\ RI LQYHVWRUV VR IDU LQYHVW ORFDOO\. HRZHYHU, JRLQJ IRUZDUG LQYHVWRUV DUH

LQWHUHVWHG LQ D JUHDWHU LQWHUQDWLRQDOLVDWLRQ RI LQYHVWPHQWV LQ UHDO HVWDWH DQG DQ LQFUHDVHG H[SRVXUH WR IXQG VWUXFWXUHV. RHDO HVWDWH LQYHVWPHQWV

FDQ EH DIIHFWHG E\ ESG LQWHUHVWV DV WKHUH LV LQFUHDVLQJ GHPDQG IRU JUHHQ/HQYLURQPHQWDOO\-IULHQGO\ SURSHUW\ QRW OHDVW IURP SXEOLF

RUJDQLVDWLRQV. TKH LQFUHDVLQJ LQWHUHVW LQ UHDO HVWDWH LV UHIOHFWHG LQ WKH H[SHFWDWLRQV WR IXWXUH PDQGDWHV DQG D QXPEHU RI WKH NRUGLF LQYHVWRUV

H[SHFW QHZ PDQGDWHV RQ UHDO HVWDWH.

IQYHVWPHQW LQ UHDO HVWDWH LQWHUQDWLRQDOO\ UHPDLQV VRPHZKDW XQIDPLOLDU WR VRPH LQYHVWRUV DQG WKHUHIRUH UHTXLUHV JUHDWHU DVVLVWDQFH IURP WKH

PDQDJHUV.

IQYHVWRUV DUH ORRNLQJ IRU JUHDWHU H[SHUWLVH IURP WKHLU DOWHUQDWLYH LQYHVWPHQW PDQDJHUV DQG VLJQV WKDW PDQDJHUV DUH DWWXQHG WR WKH FRXQWU\

VSHFLILF UHTXLUHPHQWV ZKHQ LQYHVWLQJ LQ DOWHUQDWLYHV. DXH WR WKH VL]H RI WKH LQWHUQDO RUJDQLVDWLRQV, D QXPEHU RI LQYHVWRUV ILQG LW GLIILFXOW WR

DOORFDWH DGHTXDWH UHVRXUFHV WR WKH PDQDJHPHQW RI DOWHUQDWLYHV NQRZLQJ WKDW SHUIRUPDQFH GHSHQGV FULWLFDOO\ RQ WKH UHVRXUFHV LQYHVWHG.

LLTXLGLW\ DQG H[LW VWUDWHJ\ DUH DOVR IDFWRUV WKDW DUH FRQVLGHUHG UHOHYDQW DQG, OLNHZLVH, WUDQVSDUHQF\ LV NH\ WR LQYHVWRUV. 

RHDO HVWDWH IXQG PDQDJHUV IDFH JUHDWHU VFUXWLQ\

IQYHVWRUV LQ XQOLVWHG UHDO HVWDWH EHFRPH PRUH ULVN DYHUVH

PURSHUW\ DQG SULYDWH HTXLW\ OHDG WKH ZD\ DPRQJ DOWHUQDWLYHV

RHQHZHG LQWHUHVW LQ FOHDQWHFK LQIUDVWUXFWXUH IXQGV

RHDO HVWDWH LQYHVWRUV IDYRXU QRQ-OLVWHG IXQGV IRU IRUHLJQ H[SRVXUH

FXQGLQJ JDS WKUHDWHQV UHDO HVWDWH LQYHVWPHQW PDUNHW

MoUe fUom WhiV VecWion


