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• Första AP-fonden is one of five funds that manage buffer capital in the 

Swedish national income pension system (the AP funds). The capital 

reserves in the AP funds are used when disbursements from the pension 

system exceed contributions to it. The mandate of the funds is the   

long-term management of net assets at a high return, while at the 

same time maintaining low risk in pension disbursements.

• Första AP-fonden has assets under management of SEK 284 billion 

in a global portfolio consisting of equities, fixed income securities, real 

estate, private equity funds and hedge funds.

• Första AP-fonden invests with a long-term approach and is an engaged 
owner that imposes stringent environmental, social and governance  

demands.

• Over the past ten-year period the Fund has generated average annual 

return after expenses of 6.9 per cent, overshooting the target of  

5.5 per cent. The Fund has thereby contributed SEK 153.79 billion to  

the pension system since 2001.

BRIEF FACTS ABOUT  
FÖRSTA AP-FONDEN
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HIGHLIGHTS OF THE YEAR

The performance for the year means that Första AP-fonden’s return outperformed the 

Fund’s long-term target for average return after expenses of 5.5 per cent in both 2014 

and the ten-year period 2005–2014. Since its inception in 2001, Första AP-fonden has 

returned SEK 153.8 billion after expenses. Hence, the Fund has delivered SEK 83 billion 

in excess of the income index.

• Net investment income after expenses for 2014 
was SEK 36,424 million (25,687). This equals a 
return after expenses of 14.6 per cent (11.2). In 
the past ten years, the Fund’s average return 
after expenses has been 6.9 per cent. 

• 2014 too was a year of high return, primarily 
for the Fund’s investments in emerging markets 
and private equity funds. 

• For the sixth consecutive year, the net flow 
to the pension system was negative. Första 
AP-fonden has disbursed just over SEK 21.1 

billion since 2010, SEK 5.1 billion of which was 
disbursed in 2014, to cover the running contri-
bution deficit in the income pension system.

• The Fund’s administrative expenses amounted 
to SEK 456 million (350), equalling 0.17 per cent 
(0.14) of average assets under management.

• The Board of Directors of Första AP-fonden 
resolved to increase the Fund’s return target to 
a real return of 4.0 per cent after expenses over 
rolling ten-year periods. The new target applies 
as of 1 January 2015.
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Five-year overview – summary

Return by asset class in 2014, %  

SEK m 2014 2013 2012 2011 2010

Return before expenses, % 14.8 11.3 11.4 –1.7 10.3

Expense ratio, % 0.17 0.14 0.14 0.12 0.13

Return after expenses, % 14.6 11.2 11.3 –1.9 10.2

Net investment income after expenses, SEK bn 36.4 25.7 24.2 –4.2 20.5

Net flows, SEK bn –5.1 –6.9 –3.8 –1.2 –4.0

Closing net assets, SEK bn 283.8 252.5 233.7 213.3 218.8

Exposure, %

Equities 48.9 49.2 47.4 49.2 60.3

– of which, Swedish equities 11.6 12.0 11.4 12.6 15.7

Fixed income securities 30.9 31.2 36.4 40.9 32.5

 – of which, fixed income securities in other assets 3.3 1.5

Real estate 8.8 8.8 7.7 5.6 5.0

Hedge funds 5.9 4.9 4.3 0.2 0.3

Private equity funds 4.4 3.3 3.2 2.8 2.0

Other assets 4.3 3.8 0.0 0.0 0.0

New investments 1.3 1.0 0.7 0.6 0.7

Foreign exchange 35.1 29.2 27.4 21.3 24.0

Share of external management, % 34.6 37.1 39.3 41.4 43.7

Equities, Sweden

Equities, developed countries

Equities, emerging markets

Fixed income securities

Real estate

Hedge funds

Private equity funds

Other assets

New investments

Foreign exchange
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In 2014, the global economic trend featured moderate 

growth and persistent downward inflationary pressure, 

although with substantial regional variations. In the EMU 

and Japan, very firm monetary policy stimulus measures 

are still needed with very low interest rates, probably for 

several years ahead. The situation is different in the Unit-

ed States; although the interest rate level is low today, it 

will be hiked in the near future. A year ago, we saw solid 

fundamentals for an appreciation of the US dollar. A 

large part of the Fund’s healthy performance, in fact one 

third, is thanks to having invested in US dollars. 

Although 2014 will go down in history as a good year for 

Första AP-fonden’s investments, there is always room 

to further improve our work. Throughout the year, we 

put great effort into developing the Fund’s investment 

process in many different ways. Our investment process 

is described on pages 12–13, although I would like 

to take this opportunity to highlight some important 

points here. We have analysed which conditions are in 

place for investing activities for a period of around ten 

years, and summarised this into the Fund’s investment 

philosophy. The most important condition is that we 

have a clear-cut, very long-term mandate from Swedish 

Parliament. Most other investors on capital markets do 

not have such a long-term approach. We benefit from 

our long-term focus in many ways. 

HIGH RETURN BENEFITS  
THE PENSION SYSTEM

The Fund’s return after expenses in 2014 was 14.6 per 

cent, equalling SEK 36.4 billion. We are pleased to exhib-

it a healthy return for all our asset classes. Over the past 

ten-year period, average return after expenses has been 

6.9 per cent annually. We are therefore meeting our 

current 5.5 per cent target by a comfortable margin. We 

also meet the new, somewhat higher, target of a mini-

mum of 4.0 per cent in real return after expenses over 

rolling ten-year periods. Because automatic balancing 

of the pension system has been active since 2010, the 

Fund’s high return has a positive impact on pension 

disbursements. In 2014, the Fund disbursed SEK 5 billion 

more to pensions than was received in contributions, 

and this will probably remain the case for a long time.

“We capitalise on the  

advantage of our long-term 

approach in many ways.”
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An example is investment in illiquid assets such as 

private equity funds and infrastructure. We have been 

focusing on private equity funds for many years, and 

have now prepared the organisation so that it may 

implement different types of infrastructure initiatives. 

Another example in which our long-term approach 

is clear is our extended focus on sustainable value 

creation. This involves us incorporating these variables, 

which are often non-financial, more systematically into 

our investment analysis. It can be a case of companies’ 

impact on the environment or climate, or how they are 

managed and controlled. Our focus on sustainable value 

creation includes all asset classes in our portfolio. For 

example, in 2014 we analysed the sustainability work of 

the private equity funds. 

In many instances, we hold views on how the compa-

nies in which we invest act. Although Första AP-fonden 

is a major capital owner on Swedish and, to a certain 

extent, international markets, we need to cooperate 

with other investors in order to influence companies in 

the right direction. For us, it is also natural to actively 

participate in influencing markets and regulations in a 

direction that benefits us as a long-term pension fund. 

We do this in cooperation with other similar investors. 

We also participate actively in research in relevant areas 

– for instance we are currently participating in a study 

regarding how climate change affects return and risk in 

our investments. 

A highly common strategy for equity investments is 

to diversify risks by investing in a very large amount of 

companies (several thousand). In this respect too we 

differ from most investors because we find that such a 

strategy has more drawbacks than benefits. We there-

fore work with concentrated portfolios in our internal 

management, meaning that the Fund’s internal equity 

management analyses and invests in just over a hundred 

companies. This provides us with a better understanding 

of the companies and enables more in-depth and better 

investment analyses. Not least, with fewer companies in 

the portfolio, it is possible to conduct better analyses in 

sustainable value creation. 

Where hedge funds are concerned, in my opinion we 

have an exciting concept and a rationale that differs 

from that of many other investors. We view hedge funds 

as an important supplement to our other investments. 

The intention is for our hedge fund portfolio to generate 

solid returns at times when the rest of the portfolio does 

not perform so well. At the same time, we can accept a 

somewhat poorer performance from our hedge funds 

when the rest of the portfolio performs well. This gives a 

more even return trend over time.

Another result of the Fund’s analysis of the mandate 

and investment philosophy review is that our Board of 

Directors has opted to amend the Fund’s return target. 

As of 1 January 2015, the Fund’s return target is a min-

imum of 4.0 per cent in real return after expenses over 

rolling ten-year periods. This marks an increase to the 

target, which has previously been nominal return of 5.5 

per cent. This target is both challenging and stimulating, 

because it will be difficult to reach in the forthcoming 

period – not least because of prevailing low interest 

rates and major imbalances in the global economy. 

Two questions often asked of me are, “Why does Första 

AP-fonden own so few Swedish equities?”, and “Why 

does Första AP-fonden own so many Swedish equities?” 

Both questions are highly relevant and it’s important that 

the Fund answers them. Our return is largely dependent 

on how we allocate capital between different markets. 

Looking at some of the research in financial economics, 

Swedish equities ought to account for around 1 per cent 

of the Fund’s equity portfolio, because that is the per-

centage of Swedish companies in the global economy. 

On the other hand, there are grounds for why a Swedish 

pension fund should invest more than that in Swedish 

equities. Swedish companies are generally very well 

managed and have historically demonstrated a high re-

turn on equity. At the same time, the equity is not valued 

differently than in other parts of the world. For as long 

as we believe this will remain the case, we will continue 

to hold a high proportion of Swedish equities. The Fund 

also has the advantage of proximity to the companies 

and their representatives. It is easier for us to understand 

and influence Swedish companies. In addition, it is good 

to own Swedish equities at times when the Swedish 

economy is upbeat, because this most often coincides 

with an upbeat trend in Swedish salaries, and hence 

pensions. The share of Swedish equities in our portfolio 

is the result of weighing in all of these factors.

In conclusion, I would like to thank my skilled and 

dedicated colleagues for their stellar efforts and solid 

contribution to the pension system.

Stockholm, February 2015

Johan Magnusson

“Our focus on sustainable  

value creation includes all  

asset classes in our portfolio.”
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“The Swedish income pension system  

shall be stable over several generations.”
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THE PENSION SYSTEM AND  
HOW FÖRSTA AP-FONDEN  
CREATES VALUE  
The Swedish income pension system –  
stability over several generations

The Swedish national pension system has received international acclaim for its finan-

cial stability over time. The mandate of Första AP-fonden in the pension system is to 

manage the buffer in the part of the pension system consisting of income pension. 

Första AP-fonden’s target from 1 January 2015 is to generate real return exceeding  

4.0 per cent after expenses measured over rolling ten-year periods.

Everybody who works in Sweden is entitled to a pension from the national pension system, which consists of three 

parts: income pension, premium pension and – in certain cases – guarantee pension. In addition, most are entitled 

to an occupational pension and many have private pension investments. PQI stands for pension-qualifying income.

The national pension system consists of three parts 

– income pension, premium pension and guarantee 

pension. The size of the pension that will be disbursed as 

income pension and premium pension to each individual 

is determined by the extent of the contributions paid into 

the system throughout that person’s entire working life. 

The provision to the premium pension is 2.5 per cent of 

salary up to a ceiling1. Each individual selects how this 

money is invested. Those who do not make an active 

choice have their money invested in the Seventh AP fund.

Första AP-fonden is one of five funds in the income 

pension system. 16 per cent of an employee’s salary is 

allocated to income pension (up to the ceiling). This is 

distributed equally between the First–Fourth AP funds. 

Correspondingly, each month capital is transferred 

from First–Fourth AP funds to cover disbursements to 

current pensions. The Sixth AP fund is also part of the 

1)  The contributions grant entitlement to income pension and premium 

pension, respectively, up to 7.5 income base amounts, which for 2014 

equalled an annual salary of SEK 426,750.

Hence, income and premium pensions are not funded 

through the state budget. The guarantee pension, which 

serves as protection against low pension disbursements, 

is separate from the other two parts and is entirely funded 

through the state budget.

income pension system, but the fund neither receives 

nor disburses capital. The pension system, and the  

buffer in the First–Fourth AP funds, are affected by the 

aggregate wage level and rate of employment in  

Sweden. Between 2001 and 2008, a total of SEK 21.3  

billion was contributed to Första AP-fonden. Since 2009 

the Fund has disbursed SEK 25.0 billion to cover the  

deficit. Because of large waves of retirement in the  

decades to come, it is estimated that net disbursements 

will continue for a long time. 

. 

INCOME PENSION

PENSION DISBURSEMENTS

PREMIUM PENSION

2.5 PER CENT OF PQI STATE BUDGET

GUARANTEE PENSION

16 PER CENT OF PENSION–QUALIFYING INCOME

FÖRSTA 
AP-FONDEN
(AP FUND 1)

AP FUND 2 AP FUND 3 AP FUND 4 AP FUND 6 AP FUND 7
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The size of income pension depends on how much was 

contributed throughout professional life. The contri-

butions of each individual are converted into pension 

rights that are entered in individual accounts. The higher 

a person’s salary, and the more years the person has 

worked, the greater the contributions will be, and hence 

future income pension disbursements. 

Return is added each year to the pension rights 

entered. The value of the pension rights is usually 

increased, equalling the increase in average income 

levels in Sweden. This is measured using the income 

index. The pension rights thus grow in the same way as 

income. 

In order to secure the financial stability of the 

pension system, total liabilities are compared with total 

assets in the system. If liabilities are greater than assets, 

the increase to pension rights is reduced, and thus dis-

bursed pensions, through what is known as automatic 

balancing. In this case, the pension rights will underper-

form the income trend until balance is restored in the 

system. Automatic balancing forms an important reason 

as to why the income pension system is considered to 

be financially stable. 

On 31 December 2013, the pension liability was  

SEK 8,053 billion. The assets consist partly of the capital 

in the AP funds, which amounted to SEK 1,058 billion, 

and the value of all future contributions to the pension 

system. That value is known as “contribution assets”, 

and amounted to SEK 7,123 billion at 31 December 2013. 

Contribution assets are mainly affected by employment, 

salaries and retirement age. 

Although the AP funds account for a small propor-

tion of pension liabilities, return on capital is important. 

On several occasions, it has not been necessary to 

activate automatic balancing thanks to the return.

Första AP-fonden’s mandate and target
Pursuant to The National Pension Insurance Funds (AP 

Funds) Act (2000:192), the AP Funds have a common 

mandate, to manage capital to the greatest possible 

benefit of the pension system. The mandate encom-

passes maximising return, while at the same time the 

risk in pension disbursements shall be low. An important 

concept underlying the pension system is that pension 

rights shall perform in the same way as Swedish average 

wages, measured using the income index. A require-

ment for Första AP-fonden is thus that return shall 

outperform the income index over time. On top of this 

return requirement, Första AP-fonden’s return should 

help avoid future balancing. This requires a higher return 

than the fundamental return requirement. 

The Board of Directors of Första AP-fonden has, as 

of 1 January 2015, resolved that the return target of the 

Fund in real terms shall be 4.0 per cent through average 

return after expenses measured over rolling ten-year 

periods. In the past ten years, Första AP-fonden has  

CONTRIBUTION ASSETS

AP1 AP2 AP3 AP4

Assets and liabilities in the income pension system

PENSION LIABILITY
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key because it is return after expenses that contributes 

to the pension system and constitutes the Fund’s return 

target. This requires an understanding of how costs arise, 

and underscores the importance of attaining fee struc-

tures that are as transparent and simple as possible.

The Fund’s ambition in sustainability matters is high. 

Focus on sustainable value creation in the management 

can enable increasing return and reducing financial risk 

in the long term. Companies with sound management 

of sustainability matters generally have higher profits, 

lower risk and can generate higher return on equity than 

other companies. Neither are the markets always effi-

cient in terms of sustainability information. Future polit-

ical decisions and regulations in the environmental area, 

for instance, are not always fully priced in. An example 

of this is what is known as “stranded assets”. These are 

assets such as oil and coal that cannot be consumed 

if the political ambition for a temperature increase of a 

maximum of 2 degrees is to be attainable. In that case, 

their value would sharply drop. 

returned 6.9 per cent annually on average after expens-

es. In real terms, the return is 5.6 per cent after expenses 

for the same ten-year period. 

Första AP-fonden’s value  
creation strategy
At the core of Första AP-fonden’s value creation in the 

pension system is the Fund’s investment philosophy. 

It describes the Fund’s view of how capital markets 

function, and the Fund’s possibilities and conditions for 

generating a healthy return. 

In order for Första AP-fonden to deliver on its man-

date and reach the return target, the portfolio has a high 

exposure to the financial risks which pay in the form of 

risk premiums. Hence, short-term fluctuations in the 

value of the portfolio can be substantial. Diversification is 

thus important for obtaining sound risk-adjusted return. 

Första AP-fonden’s investment process assumes that 

capital markets are not always entirely efficient. Con-

scious investment choices, based on internal independ-

ent analysis, serve as a basis for equity management. 

Första AP-fonden’s mandate in the pension system 

is very long-term. While many investors have seen their 

investment horizons contract in recent years, Förs-

ta AP-fonden can capitalise on the benefits of a long 

analysis, investment and evaluation horizon. The Fund’s 

long-term approach enables generating a higher return, 

because the Fund can benefit from risk premiums over 

several different time horizons. In addition, the Fund has 

the possibility of taking risks and obtaining risk premi-

ums that other investors are unwilling or unable to take, 

e.g. by investing so that premiums for illiquid invest-

ments are obtained. 

The culture, rules and actions of the Fund shall ensure 

that public confidence is maintained. Cost efficiency is 

Strategic portfolio

 Equities

 Hedge funds

 Bonds

 Private equity funds

 Real estate

“Första AP-fonden’s mandate in the  

pension system is very long-term.”
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In 2014 the portfolio had exposure of around 50 per 

cent to listed equities, 30 per cent to fixed income 

assets and 20 per cent to alternative investments such 

as real estate, private equity funds, hedge funds and 

alternative investments. In each asset class, there is also 

a breakdown between assets to reach the desired risk 

level and expected return.

Since 2009 Första AP-fonden has worked according 

to an investment process that is based on a long-term 

approach, fundamental research and a higher share of 

investments other than listed equities and fixed income 

assets. For example, the Fund increased its investments 

in real estate, hedge funds and private equity funds. 

Första AP-fonden’s investment process comprises 

three decision-making levels. Strategic asset allocation 

deals with the allocation between asset classes, deci-

sions about the size of the Fund’s currency exposure 

and the duration of the fixed income portfolio. Strategic 

management includes all decisions regarding allocation 

within each asset class, such as the allocation between 

equity regions, the allocation between credit bonds and 

government bonds and the allocation between different 

currencies. Operating management is the management 

conducted by the Fund in each asset class based on the 

chosen strategies. 

Equities are the largest individual asset class in the 

portfolio. Equities have a high risk and higher expected 

return in the long term than many other asset classes. 

The difference in expected return between bonds and 

equities, the equity risk premium, is usually estimated at 

between 3 and 5 percentage points annually. 

Första AP-fonden has a concentrated equity portfolio 

that is managed internally, with relatively few compa-

nies based on active selection ensuing from its own 

research. A long-term approach in the management is a 

cornerstone in the equity portfolio. The in-house man-

agement organisation manages Swedish and foreign 

equities on developed markets with a focus on large and 

medium-sized companies. Around 74.3 per cent of the 

equity portfolio was managed internally in 2014. 

Around 25 per cent of the equity portfolio is man-

aged by around 15 external managers. They are used 

to supplement to Fund’s in-house expertise and to 

broaden exposure by investing in new markets, such as 

frontier markets and small caps. 

Fixed income securities reduce the risk in the 

overall portfolio and consist of three different asset 

classes with partially varying qualities.

Nominal bonds provide diversification in relation to 

the equity market. Government bonds generally have 

very high liquidity and transparent pricing. Nominal bonds 

of long maturity generate higher return over time than 

bonds with shorter maturity – the maturity premium. 

They are also generally less liquid and therefore give a 

liquidity premium.

Real bonds do not provide the same diversification in 

relation to the equity market because liquidity is poorer 

than for nominal bonds. At the same time, they give a 

liquidity premium and protection against unexpected 

increases to forecast inflation. 

Credit bonds can be seen as a hybrid of nominal 

bonds and equities. A high credit risk gives equity-like 

qualities with higher credit and liquidity premiums, and 

hence higher expected return. 

Första AP-fonden manages a global fixed income 

portfolio in which the bulk is invested in foreign assets. 

The strategic focus in fixed income management is 

to create the highest and most stable portfolio return 

possible over a long time horizon. The operating man-

agement involves tactically capitalising on the different 

opportunities arising in the market.

Real estate has qualities in between equities and 

bonds. Most real estate investments have good protec-

tion against inflation in the long term.

Första AP-fonden’s strategy is to increase the share 

of real estate investments both in Sweden and abroad. 

Real estate investments are primarily based on running 

return from rent payments and only to a slight extent on 

investments, with expected appreciation in value being 

the most important component.

Första AP-fonden’s real estate investments consist 

mainly of the partly owned Vasakronan, which invests 

in properties in selected Swedish growth regions, the 

THE INVESTMENT PROCESS 
AND ASSET CLASSES

In order to reach the return targets as part of the set risk level, Första AP Fonden’s 

portfolio consists of a series of different assets with varying qualities from an  

investor perspective.  
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Första AP-fonden complies with the investment rules established by the Swedish Parliament, which state that:

• the Fund’s investments in regulated Swedish markets may not exceed 2 per cent of the exchange’s market 

capitalisation

• the Fund may hold no more than 10 per cent of the votes in any single listed company

• at least 10 per cent of assets must be managed externally

• at least 30 per cent must be invested in low-risk fixed income securities

• no more than 5 per cent may be invested in unlisted securities

• no more than 40 per cent of assets may be exposed to foreign exchange risk 

• no investments in commodities may be made

• investment decisions may not be influenced by prevailing government policies, whether industrial or economic

• consideration shall be given to environmental and ethical matters without compromising the overall objective 

of attaining a high return

Första AP-fonden is an active and engaged owner that believes that sustainable value creation is best 

achieved through investing in companies with healthy values, sound finances, that are environmentally and 

socially responsible and that are run in line with sound corporate governance practice. 

Read more about Första AP-fonden’s engagement as an owner in the 2014 ownership report.

wholly owned real estate company Willhem, which 

invests in residential properties in Sweden, and the 

50%-owned company Cityhold Property, which invests 

in commercial properties in a selection of major Euro-

pean cities.

The Fund also pursues other international real estate 

investments through investments in unlisted real estate 

companies and funds. 

Private equity funds nvest in unlisted companies. 

Return on this asset class is expected to be higher than 

for listed equities over time. Private equity funds operate 

through active ownership with major resources and a 

clear strategic agenda for value creation, which usually 

increases the value of such companies. Första AP-fond-

en has invested globally in private equity funds since 

2006. The strategy is to continue to increase exposure 

to this asset class.

Hedge funds are a heterogeneous asset class. 

Första AP-fonden invests in hedge funds to diversify 

the portfolio – particularly for major dips in the equity 

market. An important part of the risk in hedge funds is 

exposure to individual hedge fund managers.

The Fund’s hedge fund strategy is to curb the impact 

of sharp price volatility on the rest of the portfolio. In nor-

mal circumstance, the hedge fund portfolio is not corre-

lated with the rest of the Fund’s portfolio, and negatively 

correlated in sharp downturns on the equity market.

Infrastructure consists of physical structures, fa-

cilities or networks that provide services. They are often 

natural monopolies and are hence regulated in one way 

or another. Infrastructure investments often give stable 

cash flows and sound diversification in relation to the 

other assets of the Fund. Return is also less sensitive 

to economic cycles. Changes in prevailing regulations 

pose a substantial risk in infrastructure investments. 

Foreign exchange is an asset class with particular 

characteristics. The asset class does not tie up any cap-

ital and neither is it expected to generate any long-term 

return. The value of a currency is affected by expected 

differences in the rate of inflation and short interest rates 

between currency regions. Foreign exchange emerges 

as an asset that provides sound diversification in relation 

to other asset classes, particularly equities.

Första AP-fonden’s foreign exchange management 

works both operationally and strategically. The strategic 

focus is to create a composition of currencies that is 

deemed to be appropriate in the long term based on a 

fundamental valuation principle. 

Read more about Första AP-fonden’s investment  

philosophy at ap1.se  

Investment rules 

Engaged owner
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TREND OF THE REAL ECONOMY

In 2014, the global macroeconomic trend featured 

moderate growth and persistent disinflationary pressure, 

but with substantial regional variations. 

The US economy grew fairly strongly, with an 

increasing growth rate as the year progressed. Rap-

idly falling unemployment led to the Federal Reserve 

bringing its quantitative easing to an end, and instead 

signalling probable rate hikes in 2015. 

The prevailing situation in the EMU is the exact 

opposite, with faltering growth and the rate of inflation 

teetering on the brink of deflation. This has led to the 

ECB introducing quantitative easing, which is expected 

to be expanded in 2015. 

In Japan, the central bank continues to conduct 

highly aggressive monetary policy in its struggle to 

break out of the deflationary spiral the country has been 

caught up in for quite some time.

The performance of asset markets largely reflects the 

macroeconomic trend. Growth in emerging markets 

has largely decreased, although with great differences 

from country to country there too. This is perhaps most 

evident in the foreign exchange market, with the dollar 

having appreciated strongly against the yen and euro 

in line with largely divided developments in monetary 

policy. Government bond yields have fallen to record 

lows in Germany and Japan as a reaction to falling infla-

tionary pressure and the bond purchasing of the central 

banks. Yields on US government bonds also dropped 

during the year, but not by as much. 

Global equity markets generated solid returns in 2014. 

In this respect too, the expansive monetary policy played 

a key part, with the interest rate level expected to be low 

for long and further capital being pumped into asset mar-

kets through the bond purchasing of central banks.

In 2014 the global economy featured low growth yet strong equity markets, but also 

substantial regional differences. 

GDP trend in the US and Europe 2010–2014

Euro Area
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Source: Macrobond
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AN ATTRACTIVE WORKPLACE  

Första AP-fonden is a small, cost-efficient organisation. 

The Fund’s employees have responsible duties that 

often require specialist expertise. The ability of the Fund 

to attract, retain and develop the right people is impor-

tant to its operations. Not least, it is important to put 

together teams representing a mixture of selected areas 

of expertise that complement each other.

The Fund endeavours to offer its employees good 

progress opportunities. In the annual progress reviews, 

employees discuss their work situation, skills develop-

ment requirement and progress opportunities with their 

immediate manager. Employees are continually offered 

skills development. 

Flexible working hours and autonomy in the work-

place make it easier for employees to combine profes-

sional and family responsibilities.

Skills supply
Första AP-fonden works in a structured manner with a 

model to ensure that the organisation has the right ex-

pertise in place, and to secure key functions. The model 

includes identifying the expertise and resources current-

ly housed within the Fund, and supporting employee 

skills development. This is done together with the Fund’s 

managers and shall prepare the Fund for managing 

changes in its business environment and retirement in 

the short and long term.

Management development programme
In order to bolster managers at the Fund in their leader-

ship, a management development programme has been 

conducted in recent years, at which expectations and 

demands placed on leadership at the Fund have been 

defined. The objective is for participants to grow as man-

agers and in their work of supporting staff development. 

Första AP-fonden works actively to achieve a more 

even gender balance, and the share of women in-

creased in 2014. In order attain further diversity and a 

more even gender balance over time, managers at the 

Fund attended a training course in equality and diversity 

during the year. 

Remuneration
Offering competitive remuneration is necessary for at-

tracting the right expertise to the Fund. A description of 

remuneration paid out in 2014 is provided in Note 5.  

No variable remuneration is paid at Första AP-fonden.

Ethical guidelines
Första AP-Fonden stands for a high ethical standard. 

Internal ethical guidelines are in place for Fund employ-

ees in terms of hospitality and gifts, secondary occu-

pations and conflicts of interest, as well as guidelines 

for addressing insider information. Rules for employee 

securities dealings are based on the recommendations of 

the Swedish Securities Dealers Association.

Asset management is a knowledge-intensive activity that requires and array of  

specialist expertise. Strategic HR work aims to help attain the Fund’s targets in  

the long term.
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DIRECTORS’ REPORT

The Board of Directors and the CEO of Första AP-fonden hereby submit their  

Directors’ report for 2014. The Directors’ report, together with the financial  

statements and notes and the Fund governance report have been reviewed  

by the auditors of the Fund. The review covers pages 16 to 43.

At 31 December 2014, Första AP-fonden had net assets 

under management of SEK 283,811 million (252,507). 

The increase is explained by the year’s net investment 

income after expenses of SEK 36,424 million (25,687) and 

a net capital flow of SEK –5,120 million (–6,880) within 

the pension system. Since 2005, the Fund’s combined 

investment income amounts to SEK 144.7 billion. Net 

investment income after expenses is equal to a return of 

14.6 per cent (11.2). Första AP-fonden’s target is for return 

after expenses to exceed 5.5 per cent over rolling ten-

year periods. Average annual return after expenses for the 

past ten-year period was 6.9 per cent (6.5).

Transfer to the Swedish Pensions Agency
In 2014 SEK 5.1 billion was transferred from Första 

AP-fonden to the Swedish Pensions Agency to top up 

the contribution deficit in income pension disburse-

ments. In the past five years, a total of SEK 21 billion has 

been transferred to the Swedish Pensions Agency.

Investing activities
The Board of Directors of Första AP-fonden bears full 

responsibility for the operations of the Fund and is re-

sponsible for the Fund’s organisation and management 

of Fund assets. The work of the Board is regulated in the 

National Pension Insurance Funds (AP Funds) Act. The 

Board has delegated a management mandate to the 

CEO, who sets the asset management framework. The 

mandate is expressed in overarching asset allocation 

and sets out limitations for permitted divergences from 

it. The limitations are expressed both as exposure limits 

and limitations in terms of forecast tracking error. Read 

more in the risk management plan for 2015 at ap1.se.

Första AP-fonden’s investment process comprises 

three decision-making levels. Strategic asset allocation 

deals with the allocation between asset classes, deci-

sions about the size of the Fund’s currency exposure 

and the duration of the fixed income portfolio. Strategic 

management includes all decisions regarding allocation 

within each asset class, such as the allocation between 

Net investment income for 2014 before expenses in local currency

Contribution, SEK bn Contribution, % Portfolio return, %

Equities 13.8 5.5 11.2

Sweden 3.5 1.4 13.2

Developed countries 6.1 2.4 10.4

Emerging markets 4.2 1.7 21.11

Fixed income securities 2.8 1.1 3.8

Real estate 2.4 1.0 11.5

Hedge funds 1.6 0.6 11.3

Private equity funds 1.8 0.7 20.1

Other assets 0.5 0.2 5.8

New investments 0.1 0.0 2.2

Allocation, cash and foreign exchange 14.0 5.6 5.6

Total 36.9 14.8 14.8

1)  Not in local currency.
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Net asset performance 2005–2014, SEK bn

DIRECTORS’ REPORT

Fund asset performance, SEK m

2014 2013

Opening net assets 252,507 233,700

Net investment income before 

expenses 36,880 26,037

Expenses of the Fund –456 –350

Net payments to/from the Swedish 
Pensions Agency –4,896 –6,650

Administrative contributions to the 
Swedish Pensions Agency, etc. –224 –230

Closing net assets 283,811 252,507

Expenses and expense ratio

2014 2013

Expenses,  

SEK m

Expense

level, %

Expenses,  

SEK m

Expense

level, %

Personnel costs 120 0.05 110 0.05

Other administrative 
expenses 57 0.02 51 0.02

Operating expense 177 0.07 161 0.07

Commission costs 279 0.10 189 0.07

Total expenses 456 0.17 350 0.14

Return before expenses for different decision levels, %

1 year 5 years

Starting portfolio 9.7% 9.6%

Strategic asset allocation –0.4% –0.3%

Strategic management –0.3% –0.5%

Operating management 5.7% 0.3%

Total in excess of starting portfolio 5.1% –0.6%

Total return 14.8% 9.1%

equity regions, the allocation between credit bonds and 

government bonds and the allocation between different 

currencies. Operating management is the management 

conducted by the Fund based on the selected strategies. 

In 2014 the operating management performed well, 

contributing 5.7 percentage points to the total return 

of the Fund of 14.8 per cent. The strategic allocation 

and strategic management made a somewhat negative 

contribution of 0.7 percentage points overall. 

For the five-year period 2010–2014, the aggregate 

performance of the three levels was poorer, with a neg-

ative return of 0.6 percentage points. This is largely be-

cause the proportion of equities was low in that period. 

Total return for the period was 9.1 per cent, overshoot-

ing the Fund’s target of 5.5 per cent after expenses.

The investment portfolio
Första AP-fonden’s portfolio consists of different asset 

classes, each of which contributes to well-balanced risk 

and return in the overall portfolio. This is described on 

page 11. How the various asset classes contributed to 

the 2014 outcome is described here.

Equities
Out of Första AP-fonden’s total portfolio, 27.1 per cent 

consists of equities in developed markets and 10.1 per 

cent in emerging markets. 11.6 per cent is invested in 

Swedish equities. Första AP-fonden manages Swedish 

and foreign equities in developed countries internally 

with a focus on large and medium-sized companies. 

External managers are used for investments in emerging 

markets and small caps.

In 2014 the Fund increased the share of internally 

managed assets and reduced the share of externally 

managed assets. Around SEK 97.4 billion, equal to 74.3 

per cent, of the equity portfolio was managed internally 

at 31 December 2014. The increase in value of Första 

AP-fonden’s total equity portfolio in 2014 was SEK 13.8 

billion (19.4), equalling a return of 11.2 per cent (17.9). 

The value of Swedish equities grew SEK 3.5 billion (6.1) 

equalling a return of 13.2 per cent (24.0). The value of 

equities in developed countries grew SEK 6.1 billion 

(13.8), equalling a return of 10.4 per cent (24.1), while 

the value of equities in emerging markets grew SEK 4.2 

billion (–0.5), equalling a return of 21.1 per cent (–3.3).

Volatility for different decision levels

1 years 5 years

Starting portfolio 5.0% 7.2%

Strategic asset allocation 0.0% –0.8%

Strategic management 0.0% –0.0%

Operating management 0.5% 0.3%

Total in excess of starting portfolio 0.5% –0.5%

Total volatility 5.4% 6.7%
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Fixed income securities
Första AP-fonden manages a global fixed income port-

folio in which the bulk is invested in foreign assets. Fixed 

income securities reduce the risk in the total portfolio 

and the Fund’s investment rules state that at least 30 per 

cent of the portfolio must be invested in fixed income 

assets. At the end of 2014, the Fund’s fixed income 

securities were broken down into 6.4 per cent nominal 

government bonds, 14.4 per cent credit bonds and 6.7 

per cent real bonds. A further 3.3 per cent in bonds is 

held in other assets.

The Fund’s portfolio for investment grade fixed in-

come investments returned 4.0 per cent (1.0), or SEK 2.6 

billion (0.7) before expenses in 2014. The Fund’s invest-

ments in the high yield market, i.e. non-investment grade 

bonds and high yield, produced a return of 1.8 per cent 

(6.9), or SEK 0.2 billion (0.3) before expenses in 2014.

Foreign exchange
Första AP-fonden owns assets denominated in several 

currencies. However, the fund treats foreign exchange 

as an asset class in its own right, and the value of all 

assets is hence translated into Swedish kronor. For 2014, 

that translation of the foreign exchange return gave 10.7 

per cent (SEK 28.2 billion).

According to Fund regulations, total currency expo-

sure may not exceed 40 per cent of the portfolio. The 

majority of the foreign exchange position is thus reduced 

using currency hedges. This gave a return of -5.0 per 

cent (SEK –13.5 billion). The remaining currency exposure 

returned 5.7 per cent (SEK 14.7 billion) for the year. This 

return can be broken down into currencies in developed 

countries of 4.4 per cent (SEK 11.4 billion) and currencies 

in emerging markets of 1.3 per cent (SEK 3.3 billion).

Real estate
Första AP-fonden’s real estate investments consist mainly 

of the partly owned Vasakronan, which invests in com-

mercial properties in selected Swedish growth regions, the 

wholly owned real estate company Willhem, which invests 

in residential properties in Sweden, and the 50%-owned 

company Cityhold Property, which invests in commercial 

properties in a selection of major European cities.

The Fund also pursues other international real estate 

investments through investments in unlisted real estate 

companies and real estate funds.

The market value of the Fund’s real estate invest-

ments at 31 December was SEK 24.1 billion (21.9), equal 

to 8.8 per cent (8.8) of the total portfolio. In 2014 Första 

AP-fonden’s real estate investments produced a return 

of 11.5 per cent (19.2).

Portfolio composition

Asset class Portfolio value SEK m,  

31/12/2014

Holding, 

%

Exposure, 

 %

Portfolio value SEK m,  

31/12/2013

Holding, 

%

Exposure, 

 %

Equities 131,253 46.2 48.9 118,439 46.9 49.2

Sweden 32,391 11.4 11.6 30,144 11.9 12.0

Developed countries 70,210 24.7 27.1 64,089 25.4 27.5

Emerging markets 28,652 10.1 10.1 24,206 9.6 9.7

Fixed income securities 78,073 27.5 27.51 74,933 29.7 29.71

Nominal, government 18,155 6.4 17,862 7.1

Nominal, credit 40,900 14.4 40,623 16.1

Real interest rates 19,018 6.7 16,448 6.5

Cash 4,309 1.5 –1.1 4,076 1.6 –0.7

Total listed investments 213,635 75.3 76.4 193,372 78.2 78.9

Real estate 24,988 8.8 8.8 22,163 8.8 8.8

Hedge funds 16,618 5.9 5.9 12,398 4.9 4.9

Private equity funds 12,512 4.4 4.4 8,371 3.3 3.3

Other assets 12,230 4.3 4.3 9,511 3.8 3.8

New investments 3,828 1.3 1.3 2,616 1.0 1.0

Total unlisted investments 70,176 24.7 24.7 55,059 18.0 21.8

Total portfolio 283,811 100.0 101.1 252,507 96.2 100.7

Currency exposure 99,681 35.1 73,776 29.2

Foreign exchange return 2014

Return, % Return, SEK bn

Translation to SEK                                         10.7 28.2

Currency hedges –5.0 –13.5

Currency exposure

Developed countries 4.4 11.4

Emerging markets 1.3 3.3

Total currency exposure 5.7 14.7

1)  The total exposure to fixed income securities is 30.9 per cent (31.2) when the exposure in other assets is included.
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Hedge funds
The market value of the hedge fund portfolio at 31 De-

cember was SEK 16.6 billion (12.4), equal to 5.9 per cent 

(4.9). The investments are placed in funds with a number 

of different hedge fund managers and are dominated 

by systematic hedge funds that trade in liquid futures 

contracts. In 2014 Första AP-fonden’s total hedge fund 

portfolio returned 11.3 per cent (8.2).  

Other assets
Since 2013, Första AP-fonden has invested in a risk 

parity portfolio with asset manager Bridgewater. The 

portfolio is managed such that the scope of a number 

of macroeconomic risks are at parity with each other 

in order to limit the effects of the macroeconomic risks 

without compromising return opportunities. The value 

of the risk parity portfolio at year-end 2014 was SEK 12.2 

billion (9.5), equal to 4.3 per cent (3.8) of the Fund’s total 

net assets. The return of the risk parity portfolio in 2014 

was 5.8 per cent (–2.7), equalling SEK 0.5 billion (–0.1).

Private equity funds
Första AP-fonden has invested globally in private equity 

funds since 2006. In 2014, exposure to this asset class 

was further increased. At year-end 2014 the investments 

in private equity funds amounted to SEK 12.5 billion 

(10.3), or 4.4 per cent (3.3) of Första AP-fonden’s net 

assets. Return on investments in private equity funds in 

2014 amounted to 20.1 per cent (11.0).

New investments
New investments include new types of investments for 

the Fund, such as agricultural properties, and invest-

ments made in response to a specific market situation. 

Return on new investments in 2014 amounted to SEK 

0.1 million (0.1), or 2.2 per cent (2.9).

Expenses
Expenses increased somewhat in 2014. Commission 

costs in particular rose, the reason being increased 

external management in emerging markets and invest-

ments in hedge funds and in the externally managed 

risk parity portfolio. Also, costs increased due to the 

appreciation of the USD, since the majority of commis-

sion costs is paid in USD. Operating expenses rose, one 

reason being staff changes.

As a share of net assets under management, adminis-

trative expenses have increased in the past five years 

from 0.13 percentage points to 0.17 percentage points. 

 
Events after the close of the  
reporting period  
As of January 2015, Kaj Martensen is Administra-

tive Manager and a member of the Fund’s executive 

management team. The Government appointed Anna 

Hesselman as Board member as of 22 January. She 

succeeds Christina Lindenius.

Currency exposure, 31/12/2014

SEK m USD GBP EUR JPY Others Total

Shares and participations 90,666 7,042 14,502 1,984 31,767 145,961

Fixed income securities 22,380 12,101 14,564 347 49,392

Other assets 1,213 61 414 52 485 2,225

Derivatives –44,286 –12,953 –21,411 –2,618 –16,629 –97,897

Currency exposure, 31/12/2014 69,973 6,251 8,069 –582 15,970 99,681

Currency exposure, 31/12/2013 47,146 3,281 8,899 –1,817 16,267 73,776

Currency exposure, 31/12/2012 33,603 1,197 13,995 –2,443 17,904 64,256



TEN-YEAR OVERVIEW

2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

Net investment income and inflow, SEK bn

Net assets at 31 December 283.8 252.5 233.7 213.3 218.8 202.3 171.6 218.8 207.1 187.3

Net flow from the pension system –5.1 –6.9 –3.8 –1.2 –4.0 –3.9 0.9 2.0 1.7 2.9

Net investment income for the year 36.4 25.7 24.2 –4.2 20.5 34.6 –48.0 9.7 18.2 27.6

Return, expenses and risk, %

Return before expenses 14.8 11.3 11.4 –1.7 10.3 20.4 –21.7 4.8 9.8 17.5

Operating expenses, annualised, % of AUM 0.07 0.07 0.08 0.07 0.08 0.10 0.09 0.08 0.08 0.08

Commission costs, annualised, % of AUM 0.10 0.07 0.06 0.05 0.05 0.06 0.07 0.07 0.07 0.07

Return after expenses 14.6 11.2 11.3 –1.9 10.2 20.2 –21.9 4.6 9.6 17.4

Net investment income and expenses  

in total portfolio, SEK bn

Net investment income before expenses 36.9 26.0 24.5 –4.0 20.8 34.9 –47.7 9.8 18.4 27.7

Operating expense, SEK bn –0.5 –0.3 –0.3 –0.3 –0.3 –0.3 –0.3 –0.3 –0.3 –0.3

Exposure, % 

Equities 48.9 49.2 47.4 49.2 60.3 58.6 54.6 59.2 59.8 58.6

Sweden 11.6 12.0 11.4 12.6 15.7 13.8 11.2 0.0 0.0 0.0

Developed countries 27.1 27.5 25.0 25.3 0.0 0.0 0.0 0.0 0.0 0.0

Emerging markets 10.1 9.7 11.0 11.4 0.0 0.0 0.0 0.0 0.0 0.0

Fixed income securities  30.9 31.2 36.4 40.9 32.5 34.7 40.1 39.2 37.8 34.3

– of which, fixed income securities in other assets 3.3 1.5 – – – – – – – –

Cash

Real estate 8.8 8.8 7.7 5.6 5.0 3.4 4.0 2.3 2.5 2.3

Hedge funds 5.9 4.9 4.3 0.2 0.3 – – – – –

Private equity funds 4.4 3.3 3.2 2.8 2.0 1.7 1.4 0.7 – –

Other assets 4.3 3.8 – – – – – – – –

New investments 1.3 1.0 0.7 0.6 0.7 – – – – –

Foreign exchange 35.1 29.2 27.4 21.3 24.0 21.6 22.2 18.2 16.0 20.5

Risk

Risk 1 5.4 5.0 5.9 8.9 7.4 9.7 16.6 7.7 6.8 4.9

Sharpe ratio 2.6 2.1 1.9 neg. 1.1 2.0 neg. 0.1 1.0 3.0

External management, %

Share of total portfolio at 31 December2 34.6 37.1 39.3 41.4 43.7 42.4 39.7 36.0 34.2 37.7

1) Standard deviation annualised, nominal return before expenses    

2) In accordance with a joint decision, the AP funds report wholly or partially owned real estate companies as being internally managed  
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INCOME STATEMENT

SEK m Note 31/12/2014 31/12/2013

Operating income

Net interest income 1 2,626 3,063

Dividends received 3,999 3,451

Net gains/losses, listed shares and participations 2 8,549 16,635

Net gains/losses, unlisted shares and participations 3 6,046 4,405

Net gains/losses, fixed income assets 3,888 -2,171

Net gains/losses, derivative instruments -2,310 1,462

Net gains/losses, foreign exchange movements 14,082 -811

Other income 3

Commission costs 4 -279 -189

Total operating income 36,601 25,848

Operating expenses

Personnel costs 5 -120 -110

Other administrative expenses 6 -57 -51

Total operating expenses -177 -161

Net investment income 36,424 25,687
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BALANCE SHEET

SEK m Note 31/12/2014 31/12/2013

Assets

Shares and participations, listed 7 132,907 119,599

Shares and participations, unlisted 8 60,617 45,007

Bonds and other fixed income assets 9 90,567 82,327

Derivatives 10 622 1,926

Cash and bank balances 2,112 2,921

Other assets 11 162 333

Prepaid expenses and accrued income 12 866 891

Total assets 287,853 253,006

Liabilities

Derivatives 10 3,908 241

Other liabilities 13 89 219

Deferred income and accrued expenses 14 45 39

Total liabilities 4,042 499

Net assets 15

Opening net assets 252,507 233,700

Net payments to/from the pension system -5,120 -6,880

Net investment income for the year 36,424 25,687

Total net assets 283,811 252,507

Total net assets and liabilities 287,853 253,006

Memorandum items 16 20,142 12,174
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NOTES

ACCOUNTING AND  
VALUATION POLICIES

Första AP-fonden, corporate identity number 802005-7538, is one of the buffer funds in the Swed-
ish pension system and is domiciled in Stockholm. The annual report for the 2014 financial year was 
approved by the Board of Directors on 18 February 2015.  The income statement and balance sheet 
are subject to adoption by the Swedish Government.

The Swedish National Pension Funds Act (2000:192) sets 

out that the annual report shall be prepared in accord-

ance with generally accepted accounting principles, 

whereby the assets in which the Fund invests shall be 

entered at market value. In light thereof, the First to 

Fourth AP funds (AP1, AP2, AP3, AP4) have developed 

joint accounting and valuation policies which have been 

applied and are summarised below. 

The funds’ accounting and valuation policies are 

being gradually adapted to International Financial 

Reporting Standards, IFRS. Because IFRS is undergo-

ing extensive revisions, the adaptations so far have 

been focused on meeting the disclosure requirements 

in IFRS 7 and IFRS 13. Complete adaptation to IFRS 

would have no material impact on the reported net 

investment income and net assets. Compared to the 

currently applicable IFRSs, the only major difference is 

that consolidated financial statements and cash flow 

statements are not prepared. The accounting policies 

regarding the net accounting of unsettled receivables 

and unsettled liabilities as well as repo transactions and 

derivative instruments have been adapted to the rules 

of IFRS (IAS 32). The policy amendment only affects the 

items “Other assets” and “Other liabilities” in the balance 

sheet. The comparative figures for previous years have 

been restated. Other accounting and valuation policies 

are unchanged from the preceding year.

 
Trade date accounting
Transactions in securities and derivative instruments in 

the money, bond, equity and foreign exchange markets 

are recognised in the balance sheet at the trade date, 

i.e. the time at which material rights and hence risks are 

transferred between the parties. The receivable from or 

liability to the counterparty between the trade date and 

settlement date is recognised in “other assets” or “other 

liabilities”. Other transactions, primarily those relating 

to unlisted equities, are recognised in the balance sheet 

at the settlement date, which is consistent with market 

practice.

Netting
Financial assets and liabilities are recognised net in the 

balance sheet when there is a legal right to net trans-

actions and there is an intention to pay net proceeds or 

realise the asset and simultaneously settle the liability. 

Translation of foreign currency

Transactions in foreign currency are translated to SEK at 

the exchange rate on the transaction date. In the bal-

ance sheet, assets and liabilities in foreign currency are 

translated to SEK at the exchange rate on the balance 

sheet date. 

Changes in the value of assets and liabilities denomi-

nated in foreign currency are broken down into the part 

attributable to the change in the value of the asset or 

liability in local currency and the part caused by fluc-

tuations in the exchange rate. Foreign exchange gains/

losses arising from changes in foreign exchange rates 

are recognised in the income statement in the line “Net 

gains/losses, foreign exchange movements”.

Shares in subsidiaries/ 
associated companies
In accordance with the Swedish National Pension Funds 

Act, shares in subsidiaries/associated companies are 

stated at fair value. Fair value is determined using the 

same methods that apply for unlisted shares and partic-

ipations. There is no requirement to prepare consolidat-

ed financial statements.

Valuation of financial instruments
All of the Fund’s investments are measured at fair value, 

and both realised and unrealised changes in value are 

recognised in the income statement. Consequently, the 

lines for net gains/losses per asset class include both 

realised and unrealised gains/losses. A description of 

how the fair values of the Fund’s various investments are 

determined is provided below.

Listed shares and participations

For shares and participations that are admitted to trade 

on a regulated market or trading venue, fair value is 

determined based on official quoted market prices on 

the balance sheet date according to the Fund’s desig-
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nated index supplier (MSCI, Six, Russel), most often the 

average price. Holdings that are not part of an index are 

valued at quoted prices observable in an active market. 

Paid brokerage commissions are recognised in net 

gains/losses on listed shares. 

Unlisted shares and participations

For shares and participations that are not admitted to 

trade on a regulated market or trading venue, fair value is 

determined based on the valuation provided by the coun-

terparty or other external party. This valuation is updated 

when a new valuation has been obtained and is adjusted 

for any cash flows up to the close of accounts. In cases 

where the Fund has reasonable grounds to consider the 

valuation incorrect, the valuation obtained is adjusted. 

This valuation complies with International Private 

Equity and Venture Capital Valuation Guidelines (IPEV) 

or similar valuation principles and should be primarily 

based on arm’s length transactions, although other valu-

ation methods can be used.

Unlisted real estate shares are valued according to 

the net worth method to the extent that the share is not 

subject to transactions in a secondary market. Devel-

opment of methodology for the  valuation of holdings 

in unlisted real estate companies took place in 2013 in 

order to ensure measurement at fair value. As of 2013, 

deferred tax liabilities are measured at a value that is 

used in real estate transactions, which differs from the 

valuation performed in the financial statements of the 

real estate companies. The changed method for cal-

culating fair value has affected net investment income 

for 2013, for further information see Note 3, Net gains/

losses, unlisted shares and participations.

Bonds and other fixed income assets

For bonds and other fixed income assets, fair value is 

determined based on the official quoted market prices 

on the balance sheet date (most often the bid price) 

according to the Fund’s designated index supplier (Bar-

clays, SEB). Holdings that are not part of an index are 

valued at quoted prices observable in an active market. 

For an instrument that is not traded on an active market 

and for which no reliable market prices are available, the 

instrument is valued using generally accepted valuation 

models in which cash flows are discounted to the appli-

cable valuation curve. 

Interest income is recognised as interest calculated 

according to the effective interest rate method based on 

amortised cost. Amortised cost is the discounted pres-

ent value of future payments, in which the discount rate 

is the effective rate of interest on the acquisition date. 

This means that acquired premiums and discounts are 

apportioned to periods over the remaining maturity or 

until the next interest adjustment date and are included 

in recognised interest income.

Derivative instruments

For derivative instruments, fair value is determined 

based on quoted market prices at the end of the year. 

For an instrument that is not traded on an active market 

and for which no reliable market prices are available, the 

value of the instrument is established using generally 

accepted valuation models in which input data consists 

of observable market data. 

Derivative contracts with a positive fair value on 

the balance sheet date are recognised as assets, while 

contracts with a negative fair value are recognised as 

liabilities. The difference between the forward  and spot 

rates for futures contracts is apportioned to periods 

on a straight-line basis over the maturity period and is 

recognised as interest.

Repurchase transactions

In a true repo (repurchase) transaction, the sold asset 

remains in the balance sheet and the proceeds received 

are recognised as a liability. The divested security is 

recognised in the balance sheet as a pledged asset under 

memorandum items. The difference between proceeds in 

the spot and forward legs is apportioned to periods over 

the maturity of the security and recognised as interest. 

Securities lending
Securities on loan are recognised in the balance sheet 

at fair value, while compensation received for securities 

on loan is recognised as interest income in the income 

statement. Collateral received for securities on loan may 

consist of securities and/or cash. In cases where Första 

AP-fonden has a right of disposal over the received 

cash collateral, this is recognised in the balance sheet 

as an asset and a corresponding liability. In other cases, 

the collateral received is not recognised in the bal-

ance sheet but is stated separately under the heading 

“Pledged assets, contingent liabilities and obligations”. 

The value of securities on loan, as well as collateral for 

these, are also recognised under this heading.

Items recognised directly in net assets
Incoming payments to and outgoing payments from the 

national pension system are recognised directly in the 

Fund’s net assets.

Commission costs
Commission costs are recognised in the income state-

ment as a deduction from operating income. These 

consist of direct transaction costs such as custodian bank 

fees and fixed fees for external managers, as well as fixed 

fees for listed funds. Performance-based fees, which are 

payable if the manager achieves a return over a predeter-

mined level at which profit-sharing applies, are recog-

nised as a deduction from net investment income for the 

relevant asset class in the income statement.

Management fees for unlisted shares and partici-

pations, for which a refund is permitted before profit- 

sharing and in which a refund is deemed probable, are 

recognised at cost and are therefore included in unreal-

ised gains/losses. In other cases, they are recognised as 

commission costs.
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Operating expenses
All administrative expenses, excluding brokerage fees, 

fees for external managers and custodian bank fees, 

are recognised in operating expenses. Investments in 

equipment and software developed or acquired by the 

Fund are normally expensed as incurred. 

Taxes
Första AP-fonden is exempt from all income tax on 

domestic investments in Sweden. 

The dividend and coupon taxes imposed in certain 

countries are recognised net in the income statement 

under the relevant income item. 

With effect from 2012 the Fund is registered for value 

added tax and is therefore liable for VAT on acquisitions 

from outside Sweden. The Fund does not have the right 

to recover paid VAT. Expensed VAT is included in the 

respective cost item.

NOTE 1 Net interest income

SEK m 2014 2013

Interest income

Bonds and other fixed income securities 2,364 2,484

Derivatives 431 733

Other interest income 13 10

Total interest income 2,808 3,227

Interest expenses

Derivatives -182 -164

Other interest expenses 0 0

Total interest expenses -182 -164

Total net interest income 2,626 3,063

NOTE 2
Net gains/losses, listed shares and  

participations

SEK m 2014 2013

Net gains/losses 8,598 16,696

Less brokerage commissions -49 -61

Net gains/losses, listed shares  
and participations 8,549 16,635

NOTE 3
Net gains/losses, unlisted shares and  

participations

SEK m 2014 2013

Capital gains/losses 69 986

Unrealised value changes 5,977 3,419

Net gains/losses, unlisted shares and 
participations 6,046 4,405

The development of methodology for the valuation of 

holdings in unlisted real estate companies has taken 

place in order to ensure measurement at fair value. As 

of 2013, deferred tax is thus measured at a value that is 

used in real estate transactions, which differs from the 

valuation performed in the balance sheets of the real 

estate companies. The changed method for calculating 

fair value affected net investment income for 2013 in the 

amount of SEK 1,175 million, of which SEK 850 million 

refers to prior years. The value change is primarily attrib-

utable to the Fund’s holding in Vasakronan.

NOTE 4 Commission costs

SEK m 2014 2013

External management fees, listed assets -153 -104

External management fees, unlisted assets -109 -70

Other commission costs, incl. custodian 
bank fees -17 -15

Commission costs -279 -189

Commission costs do not include performance-based 

fees. In 2013 these amounted to SEK 34 million (46) 

and reduce net investment income for the asset under 

management.

External management fees for unlisted assets are 

recognised as commission costs to the extent that the 

agreements do not permit a refund before profit-sharing 

in connection with future profit-generating divestments. 

During the year, SEK 84 million (85) was recognised as 

part of the cost of assets.

NOTE 5 Employees

2014 2013

No. of employees Total Men Women Total Men Women

Average number of employees 51 36 15 49 36 13

Closing no. of employees1 51 35 16 52 38 14

No. of executive management members at 31/12/2014 5 4 1 6 5 1

1) At year-end 2013, two individuals were employed on a project basis.
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Personnel costs 2014, SEK thousands
Salaries and 

remuneration
Pension 

costs
Of which

salary exchange
Payroll

overheads1 Total

Board Chairman  113  36 149

Other Board members (8 people)  511  161 672

Chief Executive Officer  2,731  2,369  1,260  1,434 6,534

Executive management team, excl. CEO 

Head of Asset Management  2,694  437  952 4,083

Head of Communications and ESG  1,614  664  13  668 2,946

Administrative Manager  1,786  1,216  21  857 3,859

Head of Human Resources  1,391  544  570 2,505

Other employees2  56,230  19,572  3,383  21,854 97,656

Total 67,070 24,802 4,677 26,532 118,404

Other personnel costs 1,936

Total personnel costs  120,340 

Personnel costs 2013, SEK thousands
Salaries and 

remuneration
Pension 

costs
Of which

salary exchange
Payroll

overheads1 Total

Board Chairman 113 36 149

Other Board members (8 people) 508 154 662

Chief Executive Officer 2,724 2,387 1,260 1,435 6,546

Executive management team, excl. CEO 

Chief Allocation Officer 2,494 676 80 948 4,118

Head of Communications and ESG 1,607 640 13 660 2,907

Administrative Manager 1,531 1,405 252 822 3,758

Head of External Management and Alternative Investment 2,552 819 302 1,001 4,372

Head of Human Resources 1,320 600 63 560 2,480

Other employees 46,434 17,590 2,041 18,683 82,707

Total 59,283 24,117 4,011 24,299 107,699

Other personnel costs 2,065

Total personnel costs 109,764

1) Payroll overheads also include the cost of payroll tax.

2) Including the cost of compensation for paid out and reserved salary in connection with personnel attrition.

Första AP-fonden’s remuneration policy for senior 

executives is based on the Government’s guidelines for 

remuneration to senior executives and other employees. 

There were no deviations from the policy or guidelines 

in 2014.

Salaries and other benefits
Board fees are determined by the Government. The Fund 

governance report provides information about fees and 

attendance for each Board member. The Board of Direc-

tors determines the terms of employment for the CEO, 

following preparation in the remuneration committee. 

The terms of employment for the Fund’s senior execu-

tives are determined by the CEO following preparation 

in the remuneration committee. All employees have 

individual employment contracts. Since 1 January 2010, 

Första AP-fonden has no variable remuneration. In the 

event of termination on the part of the employer, the 

notice period for the CEO is 18 months. For members of 

the executive management team and other employees it 

is between 3 and 6 months. Certain agreements entered 

before 2009 contain divergences. For cost-related rea-

sons, these agreements are not renegotiated. 

In the event of the Fund issuing notice of termination 

of employment, severance pay can equal a maximum of 

18 months’ salary. The severance pay shall only consist 

of fixed salary, without the addition of benefits. Both 

salary during the notice period and severance pay shall 

be reduced by an amount equal to any income from 

new employment or business activity during the payout 

period. Severance pay is never paid out beyond 65 years 

of age. The Chief Allocation Officer and the Head of 

External Management and Alternative Investment left the 

executive management team in 2014. A new Head of 

Asset Management assumed duties and joined the execu-

tive management team. The changes affect the compar-

ative figures for 2013 and 2014.

Pensions and similar benefits 
I The employment contract of the CEO includes an ob-

ligation for the Fund to pay pension premiums equal to 

30 per cent of salary. For the portion of salary granting 

entitlement under the national pension, the pension 

premium is reduced to 11.5 per cent. 

As of 1 February 2013, Första AP-fonden has 

switched to a defined contribution pension plan, BTP1, 

for newly hired employees. The pension agreement has 

been signed and agreed on between the parties. This 

means that the Fund has two occupational pension 

plans – BTP1, which is a defined contribution plan, and 

BTP2, which is a defined benefit plan. 
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All employees have the option of participating in a salary 

exchange scheme in which gross salary is exchanged 

for pension premiums. The pension premium is then 

increased by 5 per cent, which corresponds to the dif-

ference between payroll tax and social security fees. The 

premium exchange is therefore cost-neutral for the Fund. 

Other benefits are taxable and amount to smaller values.

NOTE 6 Other administrative expenses

SEK th. 2014 2013

Costs for premises1 -10,448 -10,559

Purchased services -16,382 -11,439

Information and data expenses -24,298 -21,914

Other administration expenses -5,613 -6,911

Other administrative expenses -56,741 -50,823

The amount for purchased services 
includes remuneration for auditors 
according to the following break-
down:

Ernst & Young:

Audit services -929 -1,261

Audit services outside the scope of 
the audit -23 -312

Non-audit services2 -1,704 -584

-2,656 -2,157

KPMG

Non-audit services3 -168 -155

1)   Första AP-fonden rents office premises from Vasakronan AB on  

market-based terms.

2)  Advisory services for corporate structure, real estate and private equity 

investments, as well as tax advisory services for private equity investments.

3) Advisory services and handling of repayment of withholding tax in the EU.

NOTE 7 Listed shares and participations

Market value, SEK m 31/12/2014 31/12/2013

Equities, Swedish 30,158 28,355

Equities, non-Swedish 87,970 75,584

Participations in Swedish funds –

Participations in non-Swedish funds 14,779 15,660

Total market value 132,907 119,599

At 31/12/2014, Första AP-fonden had shares on loan to a 

value of SEK 1.1 billion. As collateral, government bonds 

to a value of SEK 1.2 billion have been received. The 

market value of the loaned position and collateral is cal-

culated daily. The collateral shall amount to a minimum 

of 102 per cent.

Five largest Swedish equity  
holdings Number

Market  
value, SEK m

Hennes & Mauritz B 12,637,869 4,115

Nordea Bank 34,083,577 3,098

Swedbank 13,290,483 2,598

Atlas Copco A + B 11,184,416 2,355

Skandinaviska Enskilda Banken A 22,606,509 2,251

Total 14,417

Five largest non-Swedish  
equity holdings Number

Market  
value, SEK m

Astra Zenaca Plc 1,978,379 1,084

Taiwan Semiconductor 10,436,197 906

ABB AG-Bearer 5,344,913 887

Samsung Electronics Co 163,515 858

Deere & Co 1,209,587 838

Total 4,573

A complete list of all listed holdings at 30 June and 31 De-

cember is available on Första AP-fonden’s website ap1.se

NOTE 8 Unlisted shares and participations

Fair value, SEK m 31/12/2014 31/12/2013

Swedish unlisted shares and participations: subsidiaries and associated companies 14,912 11,010

Non-Swedish unlisted shares and participations: subsidiaries and associated companies 655 466

Other unlisted shares and participations 45,050 33,537

Total 60,617 45,007

Associated companies  
and subsidiaries Domicile Corp. id no. Number Holding, %

Fair value, 
SEK m

Swedish shares and participations, associated companies and subsidiaries

Vasakronan Holding AB Stockholm 556650-4196 1,000,000 25 6,949

Citihold Properties AB Stockholm 556845-8631 2,820,342 50 2,130

Willhem AB Gothenburg 556797-1295 100,000 100 5,833

Total 14,912

Non-Swedish shares and participations, associated companies and subsidiaries

First Australian Farmland Pty Ltd Australia 155,718,013.0 15,000,000 100 213

ASE Holdings S.à.r.l Luxembourg B 169327 37,780 38 442

Total 655

Five largest holdings, unlisted shares and participations Domicile Corp. id no. Holding % Cost, SEK m

Bridgewater Tailored All Weather Fund L.P. Cayman Islands 100 9,630

Triangular Fund L.P Cayman Islands 100 8,512

Hamilton Lane, Private Equity USA 99 2,848

LGT, Private Equity Guernsey 99 2,759

WP North America, Private Equity USA 99 2,462

A complete list of all unlisted shares and participations at 30 June and 31 December is available on Första AP-fonden’s 

website ap1.se
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NOTE 9 Bonds and other fixed income assets

Fair value, SEK m 31/12/2014 31/12/2013

Breakdown by type of issuer

Swedish state 7,347 9,847

Swedish municipalities 1,131 274

Swedish mortgage institutions 7,604 8,220

Other Swedish companies

Financial companies 11,413 9,705

Non-financial companies 11,117 13,285

Foreign states 31,855 22,818

Other foreign issuers 20,100 18,178

Total 90,567 82,327

Breakdown by type of instrument

Inflation-indexed bonds 22,960 20,675

Other bonds 49,838 46,369

Treasury bills

Commercial paper

Other instruments 17,769 15,283

Total 90,567 82,327

NOTE 10 Derivatives

31/12/2014 31/12/2013

SEK m
Nominal

value
Fair

value
Nominal

value
Fair

value

Derivatives with  
positive fair values

Currency futures 2,388 479 71,243 1,891

Interest futures 3,636 36,557

Equity futures 12,476 8 5,967 2

Swaps 505 6 1 1

Equity options

Held, put 2,166 22 133 6

Held, call 1,642 107 885 26

TOTAL 22,813 622 114,786 1,926

of which, cleared 19,079 43,179

Derivatives with  
negative fair values

Currency futures 91,531 3,774 13,918 161

Interest futures 22,166 1,866

Equity futures 3,884 1,529

Swaps 2,828 99 8 8

Equity options

Issued, put 220 4 186 26

Issued, call 4,360 31 1,229 46

Total 124,989 3,908 18,736 241

of which, cleared 30,630 3,395

No derivative position with a negative fair value has a time 

to maturity of more than 12 months.

NOTE 11 Other assets

SEK m 31/12/2014 31/12/2013

Incoming payments, unsettled  
transactions 26 241

Receivables from foreign tax  
authorities 127 90

Other assets 9 4

Other assets 162 335

NOTE 12 Prepaid expenses and accrued income

SEK m 2014-12-31 2013-12-31

Accrued interest income 753 802

Accrued dividends 103 80

Other prepaid expenses and accrued 
income 10 9

Prepaid expenses and accrued 
income 866 891

NOTE 13 Other liabilities

SEK m 31/12/2014 31/12/2013

Outgoing payments, unsettled  
transactions 66 203

Others 23 16

Other liabilities 89 219

NOTE 14 Deferred income and accrued expenses

SEK m 31/12/2014 31/12/2013

Accrued performance-based fees 0 0

Accrued management fees 25 26

Other accrued expenses 20 13

Deferred income and accrued 
expenses 45 39

NOTE 15 Net assets

SEK m 2014 2013

Opening net assets 252,507 233,700

Net flow to/from the pension system:

Incoming pension contributions 58,880 56,839

Outgoing pension disbursements -63,775 -63,490

Transfer of pension rights to the EU -2 -2

Settlement of pension rights 1 3

Outgoing administrative contribution 
to the Swedish Pensions Agency -224 -230

Total net outflow to the pension system -5,120 -6,880

Net investment income after expenses for 
the year 36,424 25,687

Closing net assets 283,811 252,507

NOTE 16 Memorandum items

SEK m 2014 2013

Pledged assets and equivalent 
collateral for own liability none none

Securities on loan against other collateral1 1,092 363

Collateral provided for futures transactions 2,115 1,678

Collateral provided for OTC transactions2 3,247 136

Other pledged assets and equivalent 
collateral 6,454 2,177

Investment commitments, unlisted holdings 13,688 9,997

Commitments 13,688 9,997

Total memorandum items 20,142 12,174

1 Collateral received for securities on loan 1,162 383
2 Collateral received for OTC transactions 180 161
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NOTE 17 Financial instruments, price and valuation hierarchy

This Note provides disclosures about how fair value is de-

termined for the financial instruments used by the Fund.  

The AP funds’ accounting and valuation policies are in ac-

cordance with the international reporting standard.  The 

objective is to present information about the fair values of 

financial assets and liabilities and to ensure transparency 

and comparability between different companies.  This 

means that the disclosures about valuation of assets and 

liabilities in the balance sheet take account of whether 

trade occurs on an active or inactive market and whether 

quoted prices are available at the time of valuation.

Valuation of the Fund’s net assets –  
market listed assets
The majority of the Fund’s assets are market listed, 

which means that they are traded on an active market 

at prices that represent actual and regularly occurring 

market transactions. The majority of the Fund’s market 

listed assets are valued daily at their quoted market 

prices and consist of equities, bonds, derivatives and 

foreign exchange. Some Fund holdings with listed 

holdings underlying are valued less frequently than 

daily, e.g. weekly or every other week. A handful of Fund 

holdings with listed holdings underlying are valued only 

once a month.

For OTC derivatives, the valuation is based on either 

theoretical modelling or on a valuation from an external 

party. For the Fund’s holdings of currency futures the 

valuation is based on theoretical modelling, whereby the 

model’s subjective feature at present consists exclu-

sively of the choice of yield curve and methodology for 

calculating and forecasting future values (interpolation 

and extrapolation). The same methodology is applied 

for deposits, short-dated commercial paper and similar 

instruments. For other OTC derivatives, valuation is 

performed exclusively by an external party as a com-

parison to the Fund’s own valuations. In periods when 

the market lacks liquidity for market listed securities, a 

higher degree of subjectivity is required in the valua-

tion process. At such times, the market features sharply 

increased spreads between bid and ask prices, which 

can also differ substantially between market participants. 

At such times, the Fund adopts a conservative approach 

to valuation.

Valuation of net assets –  
alternative investments
FFor assets that are not valued in an active market, diffe-

rent valuation methodologies are applied to determine 

fair value. Fair value is defined as the price that would 

be received or paid in an orderly transaction between 

two independent parties. Första AP-fonden’s unlisted 

investments consist of investments in hedge funds, risk 

parity funds, private equity funds, real estate companies 

and real estate funds. Investments in unlisted hedge 

funds and risk parity funds are normally valued with a 

one-month lag. These funds invest primarily in mar-

ket listed securities. Valuation of fund participations is 

based on the same principles as for market listed assets. 

Investments in private equity funds are valued according 

to the IPEV (International Private Equity and Venture Ca-

pital Guidelines) or similar principles. According to IPEV, 

the valuation can be based on completed transactions, 

market multiples in valuation, the net asset value or 

discounting of future cash flows. Valuation of the Fund’s 

investments in private equity funds is based on the most 

recent available reporting. Since reporting from private 

equity funds is received with a lag, the Fund’s annual ac-

counts are generally based on reporting at 30 Septem-

ber 2014 adjusted for cash flows for the subsequent pe-

riod and up to the closing date. In a situation with rising 

long-term returns in the equity markets, this means that 

the Fund has a lower valuation in the annual accounts 

than that which is later reported by the private equity 

fund manager. Investments in real estate companies are 

valued in accordance with IFRS and industry practice as 

established in IPD’s recommendations. The valuation is 

based on discounting of future rental income, opera-

ting expenses and sales prices by market-based return 

requirements. With regard to valuation of deferred tax 

in a real estate company, this is measured at fair value, 

i.e. a discounting of future tax effects by an interest rate 

that is relevant for the individual company. Investments 

in real estate funds are valued according to recommen-

dations from industry organisations such as INREV.

Fair value
The fair value of a financial instrument is defined as the 

amount for which an asset could be transferred or a liabi-

lity settled between knowledgeable and willing parties in 

an arm’s length transaction. Depending on which market 

data is available for valuation of the financial instruments, 

these are broken down into three levels:

•  Level 1: A financial instrument belongs to level 1 if 

there are quoted prices in active markets for identical 

assets and liabilities and if the instrument is valued at a 

minimum every third day.

•  Level 2: Financial instruments that do not belong to 

level 1 instead belong to level 2 if there are quoted 

prices in inactive markets, if the instruments are valued 

less frequently than every third day, or if the value can 

be derived from quoted prices.

•  Level 3: Instruments belong to level 3 if they cannot be 

included in level 1 or level 2.  In such cases, no obser-

vable market data can be used for valuation. Valuations 

are based on information with consideration to the 

circumstances, and may require a significant element 

of estimation from the Fund’s management.
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Active market
An active market is one in which quoted prices are 

readily and regularly available from an exchange, a 

trader or similar and where transactions are priced on 

commercial terms. It is virtually only equities for listed 

companies, currencies and fixed income securities 

issued by governments, municipalities, banks or major 

corporations that are traded on an active market and 

can thus be included in level 1. However, the fact that a 

financial instrument is traded on an active market is not 

sufficient for the instrument to be classified at level 1.  

For example, currency derivatives are traded on very ac-

tive markets, but are classified at level 2 since the value 

must be derived from prices of other instruments.

Inactive market
An inactive market features low trading volume and a 

much lower level of trading activity than on an acti-

ve market. Available prices vary sharply over time or 

between market participants. In many cases, the prices 

are not current. 

Financial assets and liabilities, closing balance 31/12/2014, SEK m Level 1 Level 2 Level 3 Total

Financial assets 

Shares and participations, listed 130,459 2,448 132,907

Shares and participations, unlisted 60,617 60,617

Bonds and other fixed income assets 76,540 9,117 4,910 90,567

Derivatives 622 622

Total assets valued at 206,999 12,187 65,527 284,713

Financial liabilities

Derivatives –3,908 –3,908

Total liabilities valued at 0 –3,908 0 –3,908

Financial assets and liabilities 206,999 8,279 65,527 280,805

Financial assets and liabilities, closing balance 31/12/2013, SEK m Level 1 Level 2 Level 3 Total

Financial assets 

Shares and participations, listed 119,599 0 119,599

Shares and participations, unlisted 0 722 44,285 45,007

Bonds and other fixed income assets 72,527 2,472 7,328 82,327

Derivatives 0 1,926 0 1,926

Total assets valued at 192,126 5,120 51,613 248,859

Financial liabilities

Derivatives –241 –241

Total liabilities valued at 0 –241 0 –241

Financial assets and liabilities 192,126 4,879 51,613 248,618

Change level 3, SEK m 2014 2013

Shares and participations, unlisted, opening balance 44,285 26,650

Reclassification from level 2, opening balance 2014 722

Buy 5,632 14,429

Sell –1,903 –424

Change in value 11,881 3,630

Change in shares and participations, unlisted 16,332 17,635

Shares and participations, unlisted, closing balance 60,617 44,285

Bonds and other fixed income assets, opening balance 7,328 7,655

Buy 673 440

Sell –3,233 –780

Change in value 142 13

Change in bonds and other fixed income assets –2,418 –327

Bonds and other fixed income assets,closing balance 4,910 7,328

Total change level 3 13,914 17,308

Of the above reported change in value, 99% (98%) was unrealised on the balance sheet date. The Fund has the 

majority of its investments at level 1 where the valuations are obtained from independent and reputed valuation 

sources. Level 2 listed equities refer to listed fund participations, for which prices are updated less frequently than 

every third day. In 2014 one unlisted holding was reclassified from level 2 to level 3. Four listed holdings were 

reclassified from level 1 to level 2.



32 | FINANCIAL STATEMENTS AND NOTES FÖRSTA AP-FONDEN ANNUAL REPORT 2014

Risk profiles
All investments in the financial markets are associated 

with risk. The most significant risks can be divided into 

three groups – investment risks, administrative risks and 

operational risks. Investment risks can be further divided 

into market risk, liquidity risk and credit risk. The Fund’s 

most significant investment risk is market risk, which is 

the risk of changes in the value of an asset. Market risk 

can be quantified and is typically measured in terms of 

standard deviation of return (volatility), Value at Risk, 

expected shortfall and other metrics.

Liquidity risk is the risk of a low volume of trading in 

an instrument, which can lead to substantial differences 

between bid and ask prices and therefore high transac-

tion costs, or make it impossible to sell an instrument 

at the desired time. The Fund’s equity investments take 

place in quoted markets and are in most cases highly 

liquid. However, alternative investments have low liquid-

ity. The table below shows the maturity structure of the 

Fund’s bond portfolio.

Credit risk arises in bond investments and the risk 

that an issuer will be unable to meet its obligations or, 

in the worst case, will suspend payments. Credit risk 

is estimated by a credit rating agency. To limit this risk 

the Fund only invests to a minor extent in bonds with a 

rating below BBB.

Credit risk also arises when there is a risk that a 

counterparty will not meet its obligations with respect to 

the Fund. Counterparty risk arises in trading in securities 

and OTC contracts. To minimise this risk, such trading 

is limited and diversified. For counterparties trading in 

OTC contracts, high creditworthiness from credit rating 

agencies and signed netting agreements (ISDA agree-

ments) are required.

Sensitivity analysis:  
Reporting of market risk
Forecast risk

The assets’ expected market risk is presented in the 

sensitivity analysis according to the table below. The 

calculations are based on the Fund’s portfolio composi-

tion at 31 December 2014 and historical market returns.

The sensitivity analysis is carried out through simula-

tion of return outcomes for the Fund’s assets. By using 

the historical return breakdown in the simulation, any 

extreme outcomes are taken into account. Hence, no 

assumptions about normal distribution are necessary.  

The simulations shown in the table are based on a 

short-term risk perspective. The simulation uses a one-

year data history and risk is presented for a horizon of 

a one-day change in value. The simulation is based on 

a joint standard that has been agreed on by the First, 

Second, Third and Fourth AP funds.

The simulation is shown with two different but 

related risk measures. Value at Risk shows the outcome 

exceeded by the fund with 95 per cent probability. The 

Expected Shortfall measure estimates the extent of the 

loss that may occur with 5 per cent probability. Expect-

ed Shortfall shows the expected loss  given that the loss 

is greater than the Value at Risk measure.

The Fund’s risk measured as forecast volatility 

amounted to 6.9 per cent annualised for the Fund’s 

total portfolio at 31 December. The foreign exchange 

asset class shows the Fund’s total currency risk, while 

the other assets in the table are hedged for currency 

risk. The table shows the diversification gain achieved 

through the Fund’s investment in different assets, which 

together reduce the Fund’s risk of loss compared to the 

risks specific to each individual asset.

Realised risk

Average realised risk is calculated based on a joint 

standard that has been agreed on by the First, Second, 

Third and Fourth AP funds and which is founded on 

the principle that calculation of risk shall reflect the 

market valuation of the Fund’s total assets. The valuation 

frequency is established as quarterly and the period for 

calculation is established at ten years. Consequently, 

for the total portfolio the realised standard deviation for 

the past ten years has been expressed at an annual rate 

based on quarterly data. 

Första AP-fonden’s average realised risk for the past 

ten-year period was 8.65 per cent based on this calcula-

tion methodology.

The First, Second, Third and Found AP funds have 

also agreed to report average realised risk for the past 

year both for the total portfolio and for the assets that 

are market valued daily. For this calculation of standard 

deviation, daily data is used. The average realised risk 

during the year was 5.4 per cent for the total portfolio 

and 6.4 per cent for the daily market valued part of the 

portfolio. The share of the portfolio that is market valued 

daily was at the end of the year 77 per cent.

.



FÖRSTA AP-FONDEN ANNUAL REPORT 2014 FINANCIAL STATEMENTS AND NOTES | 33 

Liquidity risk (Maturity structure) 31/12/2014

Maturity in years, SEK m < 1 1 < 3 3 < 5 5 < 10  > 10 Total balance

Nominal, government 485 526 8,955 7,773 2,668 20,407

Nominal, credit 4,428 10,277 10,581 8,868 2,508 36,662

Inflation-indexed 2,794 3,294 5,658 5,413 5,903 23,062

Total 7,707 14,097 25,194 22,054 11,079 80,131

Reporting of maturity structure
The maturity structure for bonds is presented in the table 

above. According to the current maturity structure, Första 

AP-fonden’s fixed income assets will generate inflows to 

the Fund that exceed forecast payments to the pension 

system. The Fund will thus be able to meet the forecast 

requirements for payments to the pension system.

Reporting of credit risk
Credit risk for bonds is estimated through grading into 

different rating classes. Första AP-fonden uses the credit 

rating agencies Standard & Poor’s and Moody’s. These 

agencies issue an assessment that assigns a bond’s 

credit rating, with a highest possible rating of AAA. The 

Fund has limited holdings of bonds with a rating of BBB, 

SEK 10,444 million, and holdings with a lower rating, 

<BBB, in funds with high yield investments, SEK 7,045 

million. The overall assessment is that the Fund has low 

exposure to credit risk in its bond holdings.

Credit risk 31/12/2014

Rating SEK m AAA AA A BBB <BBB Total balance

Nominal, government 7,645 11,852 0 910 0 20,407

Nominal, credit 15,191 2,053 7,990 4,383 7,045 36,662

Inflation-indexed 11,681 6,230 0 5,151 0 23,062

Total 34,517 20,135 7,990 10,444 7,045 80,131

1) Reporting of credit risk for fixed income securities based on ratings issued by reputed rating agencies.

Sensivity analysis, market risk, 31/12/2014

Volatility  
annual %

Value at Risk 
annual, SEK m

Expected Shortfall 
annual, SEK m

Value at Risk 
one day, SEK m

Expected Shortfall 
one day, SEK m

2014 2013 2014 2013 2014 2013 2014 2013 2014 2013

Equities 8.4 9.5 –18,478 –18,481 –27,396 –26,923 –2,005 –1,146 –1,699 –1,670

Fixed income 1.1 1.8 –1,623 –2,208 –2,080 –3,074 –1,146 –137 –129 –191

Alternative Investments 11.8 9.7 –7,931 –8,792 –10,490 –14,051 –492 –545 –651 –871

Foreign exchange 9.6 9.5 –10,744 –10,656 –13,215 –13,273 –666 –661 –820 –823

Contribution from  
diversification –2.5 –3.7 6,454 15,005 11,767 22,018 400 931 730 1,366

Liquid portfolio 6.8 6.4 –27,250 –20,656 –34,310 –28,846 –1,690 –1,281 –2,128 –1,789

Total portfolio 6.9 6.0 –32,323 –25,132 –41,413 –35,303 –2,005 –1,559 –2,568 –2,189
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NOTE 18 Financial assets and liabilities that are netted or governed by netting agreements

31/12/2014, SEK m
Gross 

amount

Netted
amount in the
balance sheet

Net amount 
in the bal-

ance sheet
Financial 

instruments
Collateral 

received
Net

amount Other1

Total in the 
balance 

sheet

Assets

Unsettled assets - - -  - - - 26 26

Derivatives 551 - 551 551 0 0 71 622

Total assets 551 - 551 551 0 0 97 648

Liabilities

Unsettled liabilities - - - - - - 66 66

Derivatives 3,873 - 3,873 551 3,247 75 35 3,908

Total liabilities 3,873 - 3,873 551 3,247 75 101 3,974

31/12/2013, SEK m
Gross 

amount

Netted
amount in the
balance sheet

Net amount 
in the bal-

ance sheet
Financial 

instruments
Collateral 

received
Net

amount Other1

Total in the 
balance 

sheet

Assets

Unsettled assets 649 649 0 – – 0 241 241

Derivatives 1,899 – 1,899 170 0 1,729 27 1,926

Total assets 2,548 649 1,899 170 0 1,729 268 2,167

Liabilities

Unsettled liabilities 651 649 2 – – 2 201 203

Derivatives 223 – 223 170 0 53 18 241

Total liabilities 874 649 225 170 0 55 219 444

1) Other instruments in the balance sheet that are not governed by netting agreements.

       Related amounts, not netted

       Related amounts, not netted

The table above shows the financial assets and liabilities 

that are presented net in the balance sheet, or that carry 

rights associated with legally binding framework agre-

ements regarding netting or similar agreements. Financial 

assets and liabilities are recognised net in the balance 

sheet when the Fund has a legal right to perform netting 

in normal business conditions and in the event of insol-

vency, and if there is an intention to pay net proceeds 

or realise the asset and simultaneously settle the liability. 

Financial assets and liabilities that are governed by legally 

binding framework agreements regarding netting or simi-

lar agreements that are not presented net in the balance 

sheet are arrangements that commonly come into legal 

effect in the event of insolvency, but not in normal busi-

ness conditions or arrangements in which the Fund does 

not intend to settle the positions simultaneously.
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THE BOARD OF DIRECTORS’ 
STATEMENT OF ASSURANCE

We hereby give our assurance that, to the best of our knowledge, the annual ac-

counts have been prepared in conformity with generally accepted accounting princi-

ples in Sweden and with the joint accounting and valuation principles developed by 

the AP funds, that the information therein gives a true and fair presentation of the  

actual conditions, and that nothing of material significance has been omitted that 

could affect the presentation of the Fund created by this annual report.

Stockholm, 18 February 2015

Urban Karlström Annika Sundén

 Chairman Deputy Chairman

Göran Arrius Ulf Axelson Anna Hesselman

Anders Knape Eva Redhe Ridderstad

Per Nordberg Ola Pettersson

Our auditors’ report was submitted on 19 February 2015

Jan Birgerson Peter Strandh

Authorised Public Accountant

Appointed by the Swedish Government 

Authorised Public Accountant

Appointed by the Swedish Government
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AUDITOR’S REPORT

For Första AP-fonden, corporate identity number 802005-7538.

Report on the annual report
We have audited the annual report of Första AP-fonden 

for 2014.  The Fund’s annual report is included in the 

printed version of this document on pages 16–35.

The Board of Directors’ and the CEO’s responsibility 

for the annual report

The Board of Directors and CEO are responsible for the 

preparation and fair presentation of an annual report in 

accordance with the Swedish National Pension Funds 

Act, and for such internal control as the Board of Direc-

tors and the CEO deem necessary for the preparation of 

an annual report that is free from material misstatement, 

whether due to fraud or error. 

The auditor’s responsibility

Our responsibility is to express an opinion on the annual 

report based on our audit. We conducted our audit in 

accordance with International Standards on Auditing 

and generally accepted auditing standards in Sweden. 

Those standards require that we comply with ethical 

requirements and plan and perform the audit to obtain 

reasonable assurance that the annual report is free from 

material misstatement.

An audit involves performing procedures to obtain 

audit evidence corroborating the amounts and disclo-

sures in the annual report. The procedures selected 

depend on the auditor’s judgement, including the 

assessment of the risks of material misstatement in the 

annual report, whether due to fraud or error. In making 

those risk assessments, the auditor considers the parts 

of internal control relevant to the Fund’s preparation and 

fair presentation of the annual report in order to design 

audit procedures that are appropriate in the circum-

stances, but not for the purpose of expressing an opin-

ion on the effectiveness of the Fund’s internal control. 

An audit also includes evaluating the appropriateness of 

the accounting policies used and the reasonableness of 

the significant accounting estimates made by the Board 

of Directors and the CEO, as well as evaluating the over-

all presentation of the annual report.

We believe that the audit evidence we have obtained 

is sufficient and appropriate to provide a basis for our 

opinion.

Opinion

In our opinion the annual report has been prepared in 

accordance with the Swedish National Pension Funds Act 

(2000:192) and presents fairly, in all material aspects, the 

financial position of Första AP-fonden as of 31 December 

2014 and of its financial performance for the year then 

ended in accordance with the Swedish National Pension 

Funds Act. The statutory administration report is consist-

ent with the other parts of the annual report.

We therefore recommend that the income statement 

and balance sheet be adopted.

Report on other legal and  
regulatory requirements
In addition to our audit of the annual report, we have 

examined the inventory of the assets managed by Första 

AP-fonden. We have also examined the administra-

tion of the Board of Directors and the CEO of Första 

AP-fonden for the financial year 2014.

The Board of Directors’ and the CEO’s responsibility

The Board of Directors and the CEO are responsible for 

the preparation of the financial statements and for the 

management of the Fund’s assets in accordance with 

the Swedish National Pension Funds Act. 

The auditor’s responsibility

Our responsibility is to express an opinion with reason-

able assurance on the results of our examination and 

inventory of the assets managed by the Fund and the 

administration of the Fund based on our audit. We con-

ducted our audit in accordance with generally accepted 

auditing standards in Sweden.

As a basis for our opinion on the inventory of assets, 

we have examined the Fund’s inventory of assets and a 

selection of supporting evidence.

As a basis for our opinion concerning the administra-

tion of the Fund, in addition to our audit of the annual 

report, we examined significant decisions, actions taken 

and circumstances of the Fund in order to determine 

if any member of the Board of Directors or the CEO 

has, in any way, acted in contravention of the Swedish 

National Pension Funds Act. 

We believe that the audit evidence we have obtained 

is sufficient and appropriate to provide a basis for our 

opinion.

Opinion

Our audit has not resulted in any qualifications concern-

ing the inventory of assets or administration of the Fund.

Stockholm, 19 February 2015

 Jan Birgerson Peter Strandh

 Authorised Public  Authorised Public 

 Accountant Accountant

 Appointed by the  Appointed by the

 Swedish Government Swedish Government
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FUND GOVERNANCE REPORT

At the request of the Board of Directors of the Fund, the 

first part of the Fund governance report (pages 37–40) 

has been reviewed by the Fund’s auditors and their 

opinion based on the review is provided on page 41. The 

Board’s risk management report has not been reviewed 

by the auditors.

Första AP-fonden is a Government authority com-

missioned to manage assets in the Swedish income 

pension system. The AP funds are more independent 

that most Swedish authorities because their operations 

are only regulated in the Swedish National Pension 

Funds Act2 (the AP Funds Act) and not by regulations or 

directives. As a Government authority, Första AP-fonden 

is also affected by other laws.3 

Each year, the operations of all AP funds are evaluat-

ed by order of the Swedish Government and the results 

are presented in a communication to the Swedish Par-

liament, presented in May of the year following the re-

view period. Government communication 2013/14:130 

describes the evaluation through 2013. 

Första AP-fonden voluntarily complies with the 

Swedish Code of Corporate Governance, part of which 

requires the publication of this Fund governance report. 

However, not all rules in the Code are applicable, since 

Första AP-fonden is a Government authority. In the 

table, the rules which the Fund does not follow are set 

out, and the reasons for this. All other rules of the Code 

are followed.

Board of Directors 
The Board of Directors of Första AP-fonden bears full 

responsibility for the operations of the Fund and is re-

Rule Divergence Reason

Section 1 Första AP-fonden does not hold an AGM The Board members of the Fund are appointed by the 
Swedish Government. Therefore, the Fund has neither  
an AGM nor a nomination committee.

Section 2 Första AP-fonden does not have a  
nomination committee

The Board members of the Fund are appointed by the 
Swedish Government. Therefore, the Fund has neither  
an AGM nor a nomination committee.

7.6 The Fund’s six-month interim report is not 
reviewed by the auditors

AP funds report full-year and six-month results. The six-
month report, which does not affect the pension system,  
is not reviewed for cost reasons.

10.2 p1 The Fund does not report the composition  
of the nomination committee

The Fund’s Board members are appointed by the Govern-
ment and there is thus no nomination committee.

2)  The Swedish National Pension Funds Act (2000:192) (the AP Funds Act).

3)  For example, the Public Procurement Act (2007:1091),  the Public Access to Information and Secrecy Act (2009:400), the Financial Instruments Trading  

(Market Abuse Penalties) Act (2005:377) and Anti-Bribery legislation in Chapter 10 of the  Criminal Code. The Retirement Pension (Income-Based)  

Act (1998:674) also affects the Fund’s operations.

sponsible for the Fund’s organisation and management 

of Fund assets. The work of the Board is regulated in the 

National Pension Insurance Funds (AP Funds) Act. 

Första AP-fonden’s Board of Directors consists of 

nine members, all of whom are appointed by the Swed-

ish Government. Two of the members are appointed 

by the proposal of organisations representing employ-

ee interests, and two are appointed by the proposal 

of organisations representing employer interests. The 

Government also appoints the Chairman and Deputy 

Chairman from among the members not proposed by 

labour market parties. All members, including the Chair-

man, are independent in relation to the Fund. The Fund’s 

CEO is not a member of the Board. The Government 

also appoints the Fund’s external auditors.

In May 2014 the Government decided to re-elect 

all members of Första AP-fonden’s Board of Directors. 

In January 2015 the Government resolved to appoint 

Anna Hesselman as new Board member. She succeeded 

Christina Lindenius. When a new member is appointed, 

the Fund arranges for that person a specific review of 

the Fund’s operations.  The members’ term of office 

extends until the income statement and balance sheet 

for 2014 have been adopted. Fees and other remuner-

ation for members of the Board are determined by the 

Government. Remuneration for the full year amounts to 

SEK 100,000 for the Chairman, SEK 75,000 for the Dep-

uty Chairman and SEK 50,000 each for the other Board 

members. In addition, there is scope to pay total fees of 

SEK 100,000 for work on the Board’s committees. The 

Board has resolved to pay fees of SEK 20,000 per year 

to each member of the audit committee and  

The Board of Directors of Första AP-fonden has chosen to publish a Fund governance 

report to provide information on the work of the Board and Fund on governance and 

risk management. The Fund’s core values – professionalism, engagement and a long-

term approach – are at the heart of its corporate culture. 
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SEK 13,000 per year to each member of the remuner-

ation committee. For more information about fees for 

Board members see Note 5.  A more detailed presenta-

tion of the members of the Board of Directors at 31 

December 2014 is provided on page 44.

The work of the Board of Directors 
Each year, in compliance with the requirements 

imposed by the AP Funds Act, the Board of Directors 

establishes targets and guidelines for the investing 

activities, the Fund’s risk management plan, ownership 

policy, business plan and budget. In addition, the Board 

resolves to operationalise the Fund’s mandate in its 

strategy and a number of normative documents, the 

most important being its value foundation and ethical 

policy, remuneration policy for senior executives and 

rules governing employees’ trade in financial instruments.

The Board appoints a CEO to whom it delegates 

responsibility for the Fund’s day-to-day administration. 

The Board has resolved on rules of procedure for its 

own work. Minutes are recorded at each Board meeting. 

In 2014 the Board met on six occasions. During the 

year, the Board addressed the outcome of manage-

ment, expenses, ownership matters, business plan, 

budget, etc. In additional to the ordinary meetings, the 

Board of Directors also discussed the Fund’s mandate, 

strategy and targets at a seminar ahead of forthcoming 

decisions. Average attendance at Board meetings was 

89 per cent (see table). Reporting of day-today asset 

management and risk reporting have been standing 

items on the agenda. At Board meetings, in addition to 

Board members, the CEO of the Fund attends as well 

as the secretary to the Board who, in 2014, was the 

Administrative Manager. Other staff of the Fund may 

also participate as experts or reporting persons. External 

speakers are also invited to Board meetings when need-

ed. The Fund’s external auditors report to the Board at 

least once a year. On these occasions, there is time for 

discussions between the Board and auditors without the 

presence of employees of the Fund. In 2014 the Fund’s 

auditors participated in one of the Board meetings.

The Chairman of the Board leads the work of the Board 

and performs follow-up to ensure that the Board’s 

decisions are implemented. Each year, the Chairman of 

the Board conducts an evaluation of the Board’s work. 

The evaluation is then used to improve the work of the 

Board and its committees, as well as the preparatory 

work of management ahead of Board meetings. The 

main results of the evaluation are presented to the 

Ministry of Finance. The Board evaluates the work of the 

CEO continually. At a minimum of one Board meeting, 

the evaluation is discussed without the attendance of 

any employee of the Fund. 

From among its own members the Board has 

appointed two committees, an audit committee and 

a remuneration committee. Both committees are 

preparatory organs and the Board retains the right to 

make decisions in all matters addressed in the commit-

tees. Minutes are recorded at all committee meetings 

and reported back to the Board at the following Board 

meeting. The Board decides annually on any revisions 

of the Board’s rules of procedure as a whole and for the 

two committees. The Board also decides on instructions 

for the CEO annually.

The audit committee assists the Board in matters 

related to internal control, operational risks, financial 

reporting and auditing. In 2014 the audit committee 

consisted of Annika Sundén (chairman of the com-

mittee), Christina Lindenius and Per Nordberg and the 

committee met three times. Attendance at meetings of 

the audit committee was 89 per cent. The Fund’s audi-

tors participated in all of the audit committee meetings 

in 2014. The Fund’s compliance officer and Administra-

tive Manager and Head of back office and finance were 

co-opted into the audit committee meetings. 

The remuneration committee assists the Board in 

matters related to remuneration. In 2014 the committee 

consisted of Board Chairman Urban Karlström (chair-

man of the committee), Göran Arrius and Anders Knape. 

The committee met twice in the year. Attendance of 

remuneration committee meetings was 100 per cent. 

Appointed by 
proposal of

Attendance
Board meetings

Audit committee
(attendance)

Remuneration  
committee (attendance)

Urban Karlström (Chair) 6/6 Chairman (2/2)

Annika Sundén (Deputy Chair)  6/6 Chairman (3/3)

Göran Arrius Saco 6/6 Board member (2/2)

Ulf Axelson 5/6

Anders Knape SKL 4/6 Board member (2/2)

Christina Lindenius 5/6 Board member (3/3)

Per Nordberg Confederation of 
Swedish Enterprise

6/6 Board member (2/3)

Ola Pettersson LO 5/6

Eva Redhe Ridderstad 5/6

Total attendance 89% 89% 100%
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The CEO of the fund is co-opted into the remuneration 

committee’s meetings, apart from when his remuner-

ation is discussed. The Head of Human Resources is 

co-opted into remuneration committee meetings.

In December 2014 the Board resolved to change the 

Fund’s return target. As of 1 January 2015, the Fund’s 

target is that return after expenses on the total portfolio 

shall be 4.0 per cent in real terms annually measured 

over rolling ten-year periods. 

Management of the Fund
The Board of Första AP-fonden has delegated respon-

sibility for operating activities to the Fund’s CEO. The 

Board decides on the long-term risk preference of the 

Fund, which is manifested in overarching asset allo-

cation. In order to implement the Fund’s investment phi-

losophy, the CEO is given a mandate to diverge from the 

overarching asset allocation within specified bounds. 

In support of the CEO in decisions pertaining to 

operating activities, the CEO has appointed an execu-

tive management team that includes the heads of asset 

management, of the department of administration and 

risk control, of human resources and of communication 

and ESG. 

The CEO of the Fund is a board member of two of 

the Fund’s co-owned real estate companies. He has no 

board assignments in addition thereto. The Chairman of 

the Fund approves any external assignments.

Remuneration
Första AP-fonden’s Board of Directors annually adopts a 

policy for remuneration for senior executives (published 

on ap1.se). The Fund’s policy is based on the guidelines 

resolved by the Government on 20 April 2009. The 

policy sets out that the total amount of remuneration 

for each person should be fair and reasonable, bal-

anced and characterised by moderation. Furthermore, 

remuneration should be market-based and competitive 

with respect to the labour market in which the executive 

works, but without being higher than the norm for com-

parable positions. No variable remuneration is available 

to the Fund’s employees. Första AP-fonden, together 

with the Second, Third, Fourth, Six and Seventh AP 

funds, also has a joint policy for remuneration, employ-

ee benefits, hospitality and business travel. It is published 

on ap1.se. 

Remuneration to the CEO is determined by the Board 

of Directors and consists of fixed salary and payment 

of defined contribution pension premiums equal to 30 

per cent of basic salary. For the portion of remuneration 

granting rights under the national pension scheme, the 

pension premium is reduced to 11.5 per cent. Remuner-

ation for senior executives of Första AP-fonden is deter-

mined by the CEO according to a well-defined process 

that involves the Board of Directors and its remuneration 

committee. Första AP-fonden complies with all points 

(9.1–9.9) in terms of remuneration for senior executives 

in the Swedish Code of Corporate Governance.

In each of the past four years, the Fund’s average 

salary increases have been low. They have averaged at 

2.0 per cent, which is lower than the corresponding in-

crease for the comparable market and within the public 

administration sector. See Note 5 for further information 

regarding remuneration for the executive management 

team paid in 2014.

Every year, the Fund commissions a comparison of 

remuneration levels with relevant parts of the labour 

market as a basis for monitoring remuneration for the 

Fund’s employees, and this also occurred in 2014. In 

the Board’s opinion, salary levels are market-based, 

competitive, reasonable and appropriate without being 

higher than the norm with regard to the CEO, senior 

executives and other employees. The Board has found 

that the Fund is in compliance with both the remuner-

ation policy established by the Board and the Swedish 

Government’s “Guidelines for terms of employment of 

senior executives in the AP funds”. A small number of 

old employment contracts have a notice period exceed-

ing six months. However, the Board has decided not to 

renegotiate these contracts since this would result in 

higher costs for the Fund without achieving any signifi-

cant improvement in the contracts.

Compared to the other entities in the study, remu-

neration to the Fund’s employees is in some individual 

cases above the mean for the relevant position. Further-

more, the Board of Directors’ analysis shows that there 

are two reasons why the Fund’s remuneration is higher 

than that in the comparison groups:

• Employees with cutting edge expertise: Förs-

ta AP-fonden is a small and knowledge-intensive 

organisation that has an explicit strategy to hire and 

retain employees with cutting edge expertise in spe-

cific areas.

• No variable salary: The Fund’s employees are offered 

only fixed remuneration. Many of the areas of exper-

tise sought by the Fund are offered variable salary by 

other employers. To attract and retain employees, the 

Fund therefore offers higher fixed salaries. The fact 

that Första AP-fonden does not pay variable salary 

when other entities in the study do presents difficul-

ties in interpreting the comparative statistics. At times 

when performance-based variable salary is lower, 

Första AP-fonden’s remuneration can therefore be 

higher than the average for comparable areas of 

expertise. At times of high returns in the financial in-

dustry, the Fund’s remuneration will instead be lower 

than the average for comparable areas of expertise. 

Hence, the Fund’s remuneration is a range that can be 

regarded as market-based. 

The auditors perform a review to ensure compliance 

with the Fund’s remuneration policy for senior execu-

tives, the Swedish Government’s guidelines for terms of 

employment of senior executives in the AP funds and 

the joint policy with other AP funds. No divergences 

from the above were noted. 
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Första AP-fonden invests in various real estate markets 

via companies in which the Fund has a significant voting 

share. This currently includes Vasakronan, Cityhold and 

Willhem. The Fund has issued ownership directives that 

affect remuneration matters for these companies. The 

directives are published on ap1.se. 

Conflicts of interest
As an independent state pension fund, the risk of Första 

AP-fonden encountering conflicts of interest is lower 

than for many other asset managers. The Fund has no 

customary customer relationships and is not part of a 

sphere of ownership. The Fund is not influenced by pre-

vailing industrial or economic government policies.

Första AP-fonden employs a three-stage procedure 

to manage potential conflicts of interest. The first stage 

is to identify potential conflicts of interest in advance. 

In the second stage, transpired conflicts of interest are 

addressed by means of the CEO deciding on the Fund’s 

action in the individual case. For conflicts of interest 

of particular importance, the Chairman of the Board is 

consulted. Transpired conflicts of interest are reported 

to the Board of Directors and published retrospectively 

on the Fund’s website. In 2014 no conflicts of interest 

arose.

Internal control
The Board of Directors is responsible for the governance 

and risk management of the Fund. In the Fund’s risk 

management plan, the Board has adopted guidelines 

and frameworks for the Fund’s overarching allocation 

of responsibilities, risks, risk limits and procedures for 

monitoring and control of compliance with rules and 

guidelines. In 2014 the risk management plan was 

reworked, partly to align it with the new guidelines of 

Finansinspektionen (the Swedish financial supervisory 

authority) and partly to replace micromanaging rules 

with governance through established procedures. The 

Board’s risk report is provided on pages 42–43. The 

2015 risk management plan is published on ap1.se.

Independent review
In December 2014 the Board resolved that the Fund 

shall introduce an independent review. The service will 

be procured in 2015.

External audit
Första AP-fonden’s auditors are appointed by the Swed-

ish Government. The current assignment, shared by Jan 

Birgerson and Peter Strandh, both from  Ernst & Young, 

commenced on 22 May 2013 and extends until the 

adoption of the Fund’s income statement and balance 

sheet for 2014.

Jan Birgerson has been appointed by the Govern-

ment to coordinate the auditing procedures of all AP 

funds. The auditors have also been appointed as audi-

tors of the Second, Third, Fourth and Seventh AP funds. 

The auditors report directly to the Board in the form 

of a written audit report and a verbal presentation. The 

auditors participate in at least one Board meeting per 

year. In addition, regular meetings with the audit com-

mittee are held. The auditors present an audit report of 

their findings. The auditors also submit a yearly verbal 

report to the Swedish Ministry of Finance. The auditors’ 

duties include examining the Fund’s operating activities, 

the administration of the Fund, the year-end accounts 

and the annual report, and expressing an opinion on 

the Fund’s financial statements and asset management 

based on their audit. Their duties also include assess-

ment of Första AP-fonden’s application of the account-

ing and valuation standards established for the AP funds 

and whether the financial statements prepared provide a 

true and fair presentation of the operations. In addition 

to a regular audit, the AP funds’ auditors must append 

a written signed statement to the auditors’ report to 

express their opinion on whether the guidelines for 

remuneration to senior executives as established for the 

financial year have been complied with. As of 2014, the 

auditors also review the Fund governance report.
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THE AUDITORS’ OPINION ON THE 
FUND GOVERNANCE REPORT

For Första AP-fonden, corporate identity number 802005-7538.

It is the Board of Directors which bears responsibility for 

the 2014 Fund governance report on pages 37–40 and 

for it being prepared in accordance with the Swedish 

Code of Corporate Governance and the National Pen-

sion Funds Act where applicable. 

We have read the Fund governance report and, 

based on our reading and our knowledge of the Fund, 

we find that we have sufficient grounds for our opinions. 

This means that our review of the Fund governance re-

port has a different focus and is much smaller in scope 

than the focus and scope of an audit in accordance 

with International Standards on Auditing and generally 

accepted auditing standards in Sweden.

In our opinion, the Fund governance report has been 

prepared based on applicable parts of the Swedish Code 

of Corporate Governance and the National Pension 

Funds Act, and that it is consistent with the annual 

report on pages 16–35.

Stockholm, 19 February 2015

Jan Birgerson Peter Strandh

 Authorised Public Accountant Authorised Public Accountant

Appointed by the Swedish 

Government

Appointed by the Swedish 

Government
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THE BOARD OF DIRECTORS’  
REPORT ON RISK MANAGEMENT

Första AP-fonden’s investment process was developed and clarified in 2014. In that 

process, the Fund’s risk management and internal control were enhanced. The 

changes to the Fund’s risk management apply as of 1 January 2015, but a general 

comment on them is provided below. A detailed description is provided on ap1.se. 

Otherwise, the risk management in place in 2014 is described in this report.

The Swedish Government commissions external audi-

tors to review the Fund’s financial statements and risk 

control. According to the Swedish National Pension 

Funds Act (2000:192), the Board of Directors of Första 

AP-fonden is responsible for the Fund’s organisation and 

management of the Fund’s assets. Part of this responsi-

bility is to ensure the high quality of the Fund’s internal 

control. From among its members, the Board appoints 

an audit committee to prepare matters pertaining to 

internal control. Each year, the Board submits a risk 

management report that is published in the annual re-

port. However, this report is not part of the formal annu-

al report and is therefore not examined by the auditors. 

The report is structured in accordance with applicable 

aspects of Swedish and international frameworks for 

internal control over financial reporting, the Swedish 

Code of Corporate Governance and the directives of 

Finansinspektionen (the Swedish financial supervisory 

authority).

As a participant in financial markets, the Fund distin-

guishes between three different risk categories that are 

addressed in different ways. 

• Financial risks – market risks and issuer risks – enable 

the fund, when employed correctly, to increase 

return on invested capital. Financial risks shall thus 

be optimised within the risk mandate delegated to the 

CEO by the Board, and the risk mandate further dele-

gated by the CEO within the management organisation. 

• Counterparty and delivery risks shall be minimised. 

Counterparties are evaluated and approved in a set 

process in which account is taken of, for example, 

their official rating. 

• Operational risks shall be minimised by means of 

incident follow-up, preparing relevant policy docu-

ments, staff training and investment in IT systems.

Control environment – Fund governance
The Board of Directors annually adopts a risk manage-

ment plan that sets out guidelines and limitations for 

the risk mandate delegated by the Board to the CEO. 

This document serves as a basis for internal control and 

monitoring of the Fund’s investing activities and spec-

ifies the limits for the Fund’s financial risk-taking. Fur-

thermore, the CEO establishes detailed procedures for 

the valuation of financial instruments and well-defined 

decision-making structures for operating activities. The 

approach leads to sound and stable internal risk control.

Managing financial risks is fundamental to the ability 

of the Fund to deliver on its mandate in the pension 

system. Risk management in the Fund is thus proactive, 

with financial risk forecast for each asset individually 

and for the portfolio as a whole. For this reason, there 

is a well-established risk culture at the Fund. Important 

elements of this culture are transparent reporting of 

the Fund’s investments and a principle of duality for 

executing business transactions. This means that the 

entire organisation can monitor investing activities via an 

enterprise-wide system and that each business transac-

tion requires the approval of at least two people – one 

from the Fund’s back office and one from the relevant 

investment unit.

Internal control is an integral part of the Fund’s 

operations and is achieved through monitoring, analysis 

and reporting within two of the Fund’s functions – the 

middle office and the Compliance Officer. The work of 

both functions is conducted independently of the Fund’s 

other activities. Middle office focuses on financial risks 

and counterparty and delivery risks. The Compliance 

Officer deals chiefly with operational risks and verifying 

compliance with internal and externally established 

rules. The Compliance Officer also ensures that the 

necessary control functions are in place and that they 

are used correctly.

Risk assessment
To ensure effective financial reporting and identifica-

tion of operational risks, a yearly review of the Fund’s 

processes and documentation thereof is conducted by 

order of the Board. The results of this review are report-

ed to the Board’s audit committee. A key component of 

this review is the account-closing process, which serves 
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as a basis for the Fund’s external financial reporting, and 

describes valuation, reconciliation and control of secu-

rities in connection with the closing of accounts. Aside 

from a general review of the processes, the CEO, after 

consultation with the Compliance Officer, establishes 

on a yearly basis the areas to be prioritised and subject-

ed to special review. The units within the organisation 

that are affected by the review participate actively in the 

analysis, which is based on a self-assessment method. 

This work results in an evaluation of identified risks and 

a prioritisation of measures. The Fund’s Compliance 

Officer oversees the analysis process and ensures that 

the prioritised measures are implemented.

Control structure and activities
The financial information is analysed and verified by the 

Fund’s back office and middle office, which verify the 

internal controls conducted and report on this to the 

CEO. The control function is largely integrated into the 

Fund’s established financial systems for portfolio and 

risk management. These systems also produce source 

materials for various risk analyses and are used as sup-

port for control activities. 

Första AP-fonden’s accounting and valuation policies 

are being gradually adapted to International Financial 

Reporting Standards, IFRS. Complete adaptation to IFRS 

would have no material impact on the reported net 

investment income and net assets. Compared to the 

currently applicable IFRSs, the only major difference is 

that consolidated financial statements and cash flow 

statements are not prepared. To read more about this, 

see the Fund’s accounting and valuation policies.

The portfolio is managed according to forecast 

financial risk within the given mandates. Forecast risk 

is analysed retrospectively in relation to the actual risk 

outcome. In this way, the model for portfolio manage-

ment can be developed.

Communication and reporting
All guidelines and instructions with relevance for internal 

control are communicated clearly and available to all 

employees on the Fund’s intranet. This transparency 

also applies to the daily internal performance reports, 

which are also available on the Fund’s intranet. 

The Board is regularly informed about the Fund’s 

financial position and performance. Each month, the 

Board is provided with an income, return and risk re-

port. An income statement and balance sheet report is 

presented to the Board on a quarterly basis. The Fund’s 

financial position and risk-taking are also reported at 

each ordinary Board meeting. These procedures are 

deemed to secure the Fund’s external financial report-

ing. External reports of the Fund’s financial position are 

published in connection with the annual and semi- 

annual accounts.

The middle office and Compliance Officer report to the 

audit committee in connection with its meetings. The 

auditors report continuously to the audit committee 

and to the Board in connection with the annual closing 

of accounts. Risk management and internal control 

are standing items on the agenda of all of the Fund’s 

ordinary Board meetings, at which the CEO reports on 

the prioritised risk areas. The Board approves all external 

financial reports prior to publication.

Första AP-fonden’s risk management 
from 1 January 2015
Första AP-fonden’s investment process was developed 

and clarified in 2014. In that process, the Fund’s risk 

management and internal control were enhanced. Al-

though Första AP-fonden does not formally come under 

the regulations of Finansinspektionen (the Swedish 

financial supervisory authority), the Fund’s risk man-

agement rests on Finansinspektionen’s Regulations and 

General Guidelines regarding governance, risk manage-

ment and control at credit institutions (FFFS 2014:1) in 

terms of the three lines of defence, (i) responsibility for 

risk management and control in the business opera-

tions,(ii) internal control and compliance and (iii) inde-

pendent review. Responsibility in the lines of defence 

has been defined and new decision-making groups 

have been introduced to bolster the risk management 

processes. For the third line of defence, independent 

review, the Board of Directors has resolved to conduct 

independent reviews with the support of an external 

consultant.
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Urban Karlström Annika Sundén Ulf Axelson Anders KnapeGöran Arrius

Eva Redhe RidderstadChristina Lindenius Per Nordberg Ola Pettersson

Urban Karlström
Chairman
Born 1953. Ph.D. Econ.
Elected to the Board in 2011
Chairman of the remuneration committee
Director General of the Swedish Fortifica-
tions Agency
Other assignments: Chairman of Forum 
for Innovation in the Transport Sector
Chairman of Arcato AB 

Annika Sundén
Deputy Chairman
Born 1964. Associate Professor
Elected to the Board in 2011
Chairman of the audit committee
Chief Economist Sida
Other assignments: Member of the 
Institute for Future Studies, member of 
the Expert Group for Studies in Public 
Economics, member of the Delegation 
for Migration Studies, member of the 
Scientific Council of IFAU 

Göran Arrius
Born 1959.
Elected to the Board in 2011
Member of the remuneration committee
Appointed by proposal of employee 
organisation Saco (the Swedish Con-
federation of Professional Associations). 
Chairman of Saco
Other assignments: Chairman of AEA, 
member of the Swedish Defence Intelli-
gence Court, Chairman of Folk och Förs-
var, member of the board of Folksam Liv

Ulf Axelson
Born 1969. Professor of Financial Eco-
nomics, London School of Economics 
and Political Science
Elected to the Board in 2011
Other assignments: –

Anders Knape
Born 1955.
Elected to the Board in 2007
Member of the remuneration committee
Appointed by proposal of employer 
organisation, the Swedish Association of 
Local Authorities and Regions. Chair-
man of the Swedish Association of Local 
Authorities and Regions (SKL)
Other assignments: Chairman of SKL 
Företag AB and the local chamber of the 
European Council, Deputy Chairman 
of KPA AB, the EU regional committee 
and CEMR, Chairman of the municipal 
council of Karlstad

Christina Lindenius1

Born 1964. MBA
Elected to the Board in 2005
Member of the audit committee
Managing Director of Insurance Sweden 
and the Swedish Insurance Employers’ 
Association (FAO)
Other assignments: Chairman of Min 
Pension i Sverige AB, Swedish Motor 
Insurers (TFF) and Svensk Försäkring-
sadministration AB. Board member of 
the Association for Generally Accepted 
Principles in the Securities Market and 
the Swedish National Committee of the 
International Chamber of Commerce

Eva Redhe Ridderstad
Born 1962. MBA
Elected to the Board in 2013
Other assignments: Chairman of Spago 
Imaging AB and Ftrack AB. Member of 
Pled Pharma AB, Probi AB, Starbreeze AB, 
TAM Group AB and Axel Christiernsson 
International AB

Per Nordberg
Born 1956. MBA
Elected to the Board in 2007
Member of the audit committee
Appointed by proposal of employer 
organisation Confederation of Swedish 
Enterprise 
Managing Director of Fouriertransform AB
Other assignments: –

Ola Pettersson
Born 1973. M.Sc. economics
Elected to the Board in 2011
Appointed by proposal of employee 
organisation LO. Chief Economist LO
Other assignments: Board member of 
AMF Pension AB, member of the advisory 
council of the Swedish Tax Agency

1) In January 2015 the Government 
resolved to appoint Anna Hesselman 
as new Board member. She succeeds 
Christina Lindenius.

BOARD OF DIRECTORS
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Anders RahmnJohan Magnusson Ossian Ekdahl

Marina Westman

Johan Magnusson
Chief Executive Officer
Born 1959. Economist
Employed since 2008
In current position since 2008
Previous experience:
Senior positions at SEB Wealth Manage-
ment and ABB Investment Management

Ossian Ekdahl
Head of Communication and ESG
Born 1961. M.B.A., Licentiate degree in 
economics
Employed since 1999
In current position since: Head of 
Communication since 2009, Head of 
ESG since 2001
Previous experience:
Stockholm School of Economics,  
University of Karlstad, the Ministry of  
Finance and the Central Bank of Sweden

Anders Rahmn
Administrative Manager
Born 1951. MBA
Employed since 1990
In current position since 2000
Previous experience:
The Swedish National Audit Office and 
the Ministry of Health and Social Affairs

Mikael Angberg
Head of Asset Management
Born 1973. Master of Engineering
Employed since 2013
In current position since 2013
Previous experience:
PIMCO, BNP Paribas, Goldman Sachs, 
AXA Investment Managers and CERN

Marina Westman
Head of Human Resources
Born 1960. B.Sc. Human Resources 
Development and Labour Relations
Employed since 2008
In current position since 2008
Previous experience:
HR positions in the SEB group

As of January 2015, Kaj Martensen is 
Administrative Manager. He succeeds 
Anders Rahmn, who is retiring.

EXECUTIVE MANAGEMENT TEAM

Mikael Angberg
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TABLE OF CONTENTS  
BASED ON GRI

For the first time, Första AP-fonden hereby reports the economic, environmental and social impact 
of its own operations as part of the annual report. The sustainability reporting is based on Global 
Reporting Initiative guidelines, G4, and the industry-specific supplement Financial Services (FS).

The reporting encompasses Första AP-fonden’s opera-

tions. No limitations have been imposed, and the scope 

is the same as for financial reporting.

Reported indicators have been selected based on 

the Fund’s stakeholder landscape and its own prioriti-

sations, and reflect a common view of material aspects. 

General information
Indicator Name Reference

Strategy and analysis

G4-1 Statement from the most
senior decision maker

page 6 

Organisational profile

G4-3 Name of the organisation page 3

G4-4 Brands, products and services Första AP-fonden does not 
sell any products or services. 
The Fund manages pension 
assets in the national income 
pension system. See page 10

G4-5 Location of headquarters page 24

G4-6 Number of countries where 
the organisation operates, and 
their names

Första AP-fonden only has an 
office in Stockholm. The Fund 
invests globally, see page 16

G4-7 Nature of ownership and legal 
form 

page 24

G4-8 Markets served page 12

G4-9 Scale of the organisation page 4–5, 20

G4-10 Number of employees page 26

G4-11 Percentage of total employees 
covered by collective bargai-
ning agreements 

All, not CEO

G4-12 Organisation’s supply chain page 9–11

G4-13 Changes regarding the 
organisation’s size, structure, 
ownership, or its supply chain

page 16–20

G4-14 How the precautionary app-
roach or principle is addressed

page 37–40

G4-15 Externally developed economic, 
environmental and social char-
ters, principles, or other initia-
tives to which the organisation 
subscribes or which it endorses

Ownership report  
pages 16–18

G4-16 Memberships of associations 
(such as industry associations) 
and national or international 
advocacy organisations

Ownership report  
pages 16–18

Material aspects and boundaries

G4-17 Entities included in the financial 
statements, and those not

page 24–25, 48

G4-18 Process for defining the report 
content

page 24–25, 48

G4-19 Material aspects identified page 48

Some of the reported GRI indicators are not complete. 

Första AP-fonden intends to develop information, data 

and procedures for e.g. stakeholder dialogues and the 

environment in 2015.

This GRI report has not been reviewed by an external 

party.

Indicator Name Reference

G4-20 For each material aspect, the 
aspect boundary within the 
organisation

page 46, 48

G4-21 For each material aspect, the 
aspect boundary outside the 
organisation

page 46, 48

G4-22 The effect of any restatements 
of information provided in 
previous reports

pages 24–25 as regards 
financial data, otherwise not 
relevant

G4-23 Significant changes from pre-
vious reporting periods in the 
scope and aspect boundaries.

pages 24–25 as regards 
financial  data, otherwise not 
relevant

Stakeholder engagement

G4-24 List of stakeholder groups page 48

G4-25 Basis for identification and 
selection of stakeholders

page 48

G4-26 The organisation’s approach to 
stakeholder engagement as part 
of the report preparation process

page 48

G4-27 Key topics and concerns and 
how the organisation has 
responded, including through 
its reporting

page 48

Report profile 

G4-28 Reporting period page 46, 1/1–31/12/2013

G4-29 Date of most recent previous 
report 

This is Första AP-fonden’s first 
sustainability report accor-
ding to GRI

G4-30 Reporting cycle The financial year is the 
calendar year

G4-31 Contact point ap1.se

G4-32 GRI content and reference pages 46-47

G4-33 Policy with regard to seeking 
external assurance 

Not submitted to an external 
party for review

Governance

G4-34 Governance structure including 
responsibility for decision-ma-
king on economic, environmen-
tal and social impacts

Pages 37–40 and ap1.se

Ethics and integrity

G4-56 Values, principles and codes of 
conduct

page 15
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Specific disclosures
Indicator Name Reference

G4-DMA Why the aspect is material and 
management approach and 
evaluation thereof

page 46

ECONOMY

Specific 
DMA

Explain the organisation’s  
strategy for civic investment

Första AP-fonden’s operations 
consist of managing assets in 
the national pension system, 
which is an important civic 
function. See pages 9–11

G4-EC1 Direct economic value  
generated and distributed

page 22

ENVIRONMENT

Energy

G4-EN3 Energy consumption  Not reported

Emissions

G4-EN15 Direct greenhouse gas  
emissions 

Not reported

G4-EN16 Indirect greenhouse  
gas emissions 

Ownership report page 8

Effluents 
and waste

G4-EN23 Total weight of waste  Not reported

SOCIAL

Labour practices

Employment

Specific
DMA

Legal divergences in labour 
practices in the value chain

Not relevant for Första 
AP-fonden

G4-LA1 New employee hires and 
employee turnover

page 26

G4-LA2 Benefits provided to full-time 
employees 

page 27

Labour practices

Employee health and safety

Specific 
DMA

Programmes supporting 
employees and their families

Not reported

G4-LA6 Injury, absenteeism and 
work-related fatalities 

Not reported

Training and education

G4-LA9 Hours of training Not reported

G4-LA11 Performance and development 
reviews 

page 15

Diversity and equal opportunity

G4-LA12 Composition of governance 
bodies

page 38

Human rights

Investment

G4-HR1 Investment agreements that 
include human rights clauses/
screening

Ownership report pages 
12–18

Non-discrimination 

G4-HR3 Discrimination  The Fund has an internal 
policy. Discrimination is not 
permitted. No discrimination 
cases were reported during 
the year

Freedom of association and collective bargaining

Specific 
DMA 

Policies Freedom of collective bargai-
ning prevails at Första
AP-fonden, the Fund has 
signed collective bargaining 
agreements

G4-HR4 Freedom of association and 
collective bargaining 

Freedom of collective bargai-
ning prevails at Första 
AP-fonden, the Fund has 
signed collective bargaining 
agreements.

Child labour

G4-HR5 Operations and suppliers identi-
fied as having significant risk for 
incidents of child labour

Första AP-fonden does not 
employ anybody under 18 
years of age

Indicator Name Reference

Forced or compulsory labour

G4-HR6 Operations and suppliers 
identified as having significant 
risk for incidents of forced or 
compulsory labour

Not relevant for Första 
AP-fonden

Society

Local community

FS13 Access points in low-populated 
areas

Not relevant for asset mana-
gement operations

FS14 Initiatives to improve access Not relevant for asset mana-
gement operations

Anti-corruption

Specific 
DMA

Anti-corruption policies and 
procedures 

page 42–43

G4-SO4 Communication and training page 15

G4-SO5 Confirmed incidents of cor-
ruption 

No incidents of corruption 
have been reported

Anti-competitive behaviour

G4-SO7 Legal actions brought against 
the organisation

Not relevant for Första AP-fon-
den. The Fund only manages 
equity, i.e. is part of the state 
and manages public finances

Product responsibility

Product and service labelling

FS15 Policy for the fair design and 
sale of financial products and 
services

Not relevant for Första 
AP-fonden

FS16 Initiatives to enhance financial 
literacy

page 3–43

Impact of products and services

Product portfolio

FS1 Guidelines for environmental 
and social components

Ownership report pages 6–7

FS2 Procedures for assessing and 
screening environmental and 
social risks

Ownership report pages 6–7

FS3 Processes for monitoring 
clients’ implementation and 
compliance

Not relevant for asset mana-
gement operations

FS4 Process(es) for improving staff 
competency to implement 
the environmental and social 
policies and procedures

Ownership report pages 6–7

FS5 Interactions with clients/
investees/business partners 
regarding environmental and 
social risks and opportunities

Ownership report pages 6–7

FS6 The product portfolio pages 16-20

FS7 Monetary value of products and 
services designed to deliver a 
specific social benefit

Not relevant for asset mana-
gement operations

FS8 Monetary value of products and 
services designed to deliver a 
specific environmental benefit

Not relevant for asset mana-
gement operations

Audits

FS9 Audits to assess implementation 
of environmental and social 
policies

ESG, yearly report of the Ethi-
cal Council Första AP-fonden 
does not perform any social 
audits on its own suppliers

Active ownership

FS10 Companies with which the 
institution interacted on en-
vironmental or social issues

Ownership report pages 
13–15, etikrådet.se

FS11 Assets subject to environmental 
or social screening

Ownership report pages 
13–15, etikrådet.se

FS12 Voting policies applied to en-
vironmental or social issues

Ownership report page 14
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STAKEHOLDER ANALYSIS

Första AP-fonden and the assets in which it invests 

have a direct and indirect impact on its surroundings. 

The direct economic values generated by the Fund’s 

operations chiefly consist of net flows into the pension 

system. Salaries for employees and paid taxes are other 

Stakeholder group Expectations Dialogue

Principal 
(Swedish Parliament  
and Government)

Return target
Cost efficiency
Long-term buffer
Compliance
Transparency

Meetings
The Government’s annual evaluation
External audit by auditors appointed by the Government
Reports

Pensioners Counteract balancing
Cover the deficit in the system

Speaker at seminars
Meetings with journalists

Society Transparency in terms of environmental and social risks
Transparency in terms of owner engagement
Contribute to the long-term funding of the pension system
Sustainable investments 

Individual meetings
Speaker and expert panel at seminars
Reports, website
Support in academic essays

Employees Interesting, stimulating work
Openness
Equal treatment

Progress review
Daily dialogue
Staff survey

Media Transparency
Availability

Individual meetings
Media monitoring
Reports, website

Other investors Cooperation regarding owner engagement
Sharing knowledge

Meetings
Joint contacts with companies
Exchanging experiences
Reports

examples of economic value created by the Fund. The 

Fund has defined a number of stakeholder groups that 

particularly affect or are affected by the Fund’s opera-

tions, compiled their expectations of the Fund, and the 

dialogues held with them.
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