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Some current trends: SEB

Nordics

- Growth !!

- More focus on underlying assets than pay-off

- More focus on quality than high participation

- Sectors becoming more popular and "narrower”

Broader trends

- Market neutrality — Alpha / Beta separation

- Innovative / dynamic indices — No longer just replicating the market
- Funds as underlying asset — Fund derivatives /CPPIls



Total volume of index-linked notes during 2003-2007 in SEK S|E|B
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Source: NCSD — Nordic Central Securities Depository
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SEB

Volume of index-linked notes issued in VPC
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Alpha-Beta separation — New requirements for index products S|E|B
Needs to answer to demand for both Alpha and Beta

Strategic allocation

Equities Fixed Income Al

Active (a) Passive (B)
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Beta S|E|B

* Index fund or pure index exposure
* What index /indices to chose ?
- Swap, Note/Certificate ?
- How to capture growth ?
- What is practical to trade ?

- Themes — Bordering on Alpha
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SEB

Beta
Index provider
Fund manager Transaction oriented
< >
Broad exposure Liquidity

Challenge for Index provider to find good compromises
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SEB

New indexes — no longer just replicating the market

Examples:
-Ethical/sustainability standards — exclusions/ best in class approach

Alpha

-"Beat the market” — Dynamic approach to rebalancing
Some examples: -Rebalancing on basis of insider trading
-Rebalancing on the basis M&A activity

. _ "Alpha hunt”
-Rebalancing on the basis of momentum

indicators (ex. moving averages)

-Andsoon.........
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