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The Swedish market 
for corporate bonds is 
growing and both the 
outstanding volume 
and the number of 
issuers are increasing. 
At the same time the 
share of bonds with 
lower or no credit 
rating being issued 
is also increasing. 
The increased supply 
from companies has 
been met by increased 
demand from different 
types of investors. 
The strong interest 
from investors seems 
to have contributed 
to decreased risk 
premiums on the 
market. At the same 
time, a series of 
initiatives has been 
taken by market 
participants with the 
aim to develop the 
market further. There 
are strong indications 
that the market will 
continue to grow in the 
period ahead. At the 
same time, as it does 
this and its structure 
changes, it will become 
increasingly important 
to consider the part it 
plays in the financial 
system and for 
financial stability.
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structural changes are taking place on the swedish market for corporate bonds in 
many ways. the market is growing and both the outstanding volumes2 and number 
of issuers is increasing. at the same time, the share of bonds with lower or no credit 
rating being issued is also increasing. the increased supply from companies has been 
met by increased demand from different types of investors, above all from funds. 
one explanation of the increased demand from investors is the low interest rate 
environment that has led them to seek out higher-risk investments such as corporate 
bonds to try to achieve higher yields (Joyce et al. 2014). the strong interest from 
investors seems to have led to reduced risk premiums on the market. turnover on 
the swedish secondary market has also increased somewhat in tandem with this 
development. this development is in line with that taking place on corresponding 
markets in several areas around the world, among others in europe.3

an important part of the riksbank’s work with financial stability is collecting, 
compiling and distributing information on the financial system in sweden (sveriges 
riksbank 2013b). in 2011, the riksbank surveyed the swedish market for corporate 
bonds by way of Gunnarsdottir and Lindh (2011). one conclusion of this was that 
the market was underdeveloped with insufficient transparency and statistics. as the 
market has changed and grown since 2011, the aim of this economic commentary is 
to describe the development that has taken place since then. However, the analysis 
has been extended in a number or areas and therefore also focuses on the period 
before 2011.

the commentary first presents a description of the development of the primary 
and secondary markets as well as the initiatives taken to develop the market. this 
is followed by a discussion on financial regulations that may be significant for the 
development of the market. Finally, how the market may develop in the future is 
discussed.

the swedish market is defined here as the market for corporate bonds issued in 
swedish kronor by non-financial companies.

the development of the swedish primary and secondary market 
for corporate bonds
the swedish market for corporate bonds can be divided into a primary market and 
a secondary market. companies issue bonds on the primary market. they do this 
by engaging a representative, usually a bank, to assist in the issuance. after this, the 
bonds can change owner by being bought and sold again by various types of investor 
on the secondary market. below follows a description of how these markets have 
developed and the role played by the banks on them.

1. the author would like to thank malin alpen, Jill billborn, mia Holmfeldt, tor Johansson, reimo Juks, Kristian Jönsson, anna Lidberg, 
Jenny mannent, sofia Possne, caroline richards, anders rydén and Jonas söderberg for their valuable comments. 
2. throughout this commentary, outstanding volume refers to the total nominal value of the bonds currently outstanding on the market.
3. this is shown by statistics on issued volumes and risk premiums from Dealogic and barclays research.
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n Development of the primary market

Corporate bonds account for an increasing share of Swedish companies’ 
funding

swedish companies are traditionally bound to the banks for the main part of their 
funding (see Figure 1). this makes their funding sensitive to shocks in the banking 
sector. For example, after the most recent financial crisis, many companies have 
reported difficulties in obtaining the necessary funding via bank loans (sveriges 
riksbank 2012). the market for corporate bonds provides an alternative for companies 
wishing to reduce their dependence on bank loans and to diversify their funding. 

since 2011, companies have increasingly replaced bank loans with corporate bonds 
(see Figure 2). corporate bonds and commercial papers4 therefore make up an 
increasing share of their loan-based funding5 (see Figure 1). this funding has increased 
from just over 15 per cent of the loan-based funding at the end of 2011 to over 20 
per cent at the end of the second quarter of 2014. almost half of these, 9 per cent, 
consist of issues on the swedish market which is the main focus of this commentary. 
as companies have increased their issues on the swedish market, the outstanding 
volume has also increased and now amounts to seK 370 billion. this represents just 
over 10 per cent of sweden’s GDP. as a comparison, the markets for government and 
mortgage bonds in swedish kronor have outstanding volumes of just over seK 770 
billion and seK 1,160 billion6 respectively and are thus significantly larger than the 
market for corporate bonds, even if the gap has narrowed.

Increased issue volumes and more issuers on the primary market 

issues7 on the swedish primary market have increased by 26 per cent since 2011, from 
a value of seK 65 billion to seK 82 billion in 2013 (see Figure 3). issues have increased 
further so far in 2014, which is evident from the average volume issued per month 
which has increased from 5.5 billion in 2011 to 6.9 billion in 2013 and over 8 billion 
so far in 2014 (see Figure 4). the number of companies issuing on the primary 
market has also increased. in 2011, 34 different companies issued bonds and so far 
in 2014, 56 different companies have issued (see Figure 5). more than 130 different 
companies have issued on the swedish market sometime between 2001 and in 2014. 
major swedish companies with higher credit ratings8 are continuing to account for 
the main part of the issued volumes but more companies issuing smaller volumes 
have also emerged. the ten largest issuers in 2013 were responsible for almost 53 per 
cent of the total issue volumes and the ten smallest for about 3 per cent. in 2011, the 
corresponding distribution was 70 per cent for the largest issuers and 6 per cent for 
the smallest. the largest issuers include Vasakronan, Volvo treasury and sandvik. the 
smallest include billerudKorsnäs, magnolia bostad and sagax. Foreign companies are 
responsible for just over 25 per cent of the issues on the swedish market and their 
share has been relatively unchanged since 2011. the main issuers are companies in 
Denmark, Finland, norway and Germany.

companies within more sectors than before are represented among the issuers now 
that previously (see Figure 6). in 2011 companies within 13 different sectors issued 
bonds on the swedish market. this was an increase compared to the period between 
2001 and 2010, when barely seven sectors were represented on average. in 2014, 
companies within all 19 sectors included in the statistics from Dealogic are present 
among the issuers. companies within a few sectors, however, still account for a large 
part of the issues. in 2011, companies within the automotive industry accounted for 
the bulk of the volumes, above 40 per cent. since then, the automotive industry’s 
share has declined slightly and today companies within the property and construction 
sector instead account for the majority of the issues, more than 42 percent.

4. companies can use both bonds and commercial papers in their wholesale funding. commercial papers correspond to slightly less than 3 
per cent of corporate funding. Due to this and the limited access to statistics, this economic commentary focuses on bonds.
5. Loan-based funding here refers to borrowing from swedish and international credit institutions, group loans and borrowing via issues of 
corporate bonds and commercial paper.
6. this according to statistics swedens securities statistics. in the statistics on mortgage bonds, issues by seb are not included as these are 
not made through a mortgage institution.
7. throughout this commentary, issues or issue volumes refer to the nominal value of the bonds at time of issue.
8. investment grade refers to bonds with a credit rating higher than bb+ (s&P and Fitch), ba1 (moody’s) or with an equivalent credit 
assessment from the banks.
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n Increased issues of high-yield bonds or bonds with no credit rating

the proportion of high-yield bonds issued has more than doubled since 2011. they 
formed 9 per cent of issues in 2011 but have increased to 19 per cent so far in 2014 
(see Figure 1).9 the proportion of bonds issued with no official10 credit rating at all has 
also increased (see Figure 7). in conjunction with the financial crisis of 2008-2009, 
it became more difficult for companies to issue bonds of this type, as investors were 
demanding safer investments. However, in recent years, investors have started to 
demand higher-risk investments again, which has made it easier for companies to 
issue bonds without official credit ratings. in 2011, these bonds accounted for 21 per 
cent of issue volumes. this share has increased to 53 per cent so far in 2014. about 
two-thirds of these are bonds deemed by the banks to be of investment grade.

The share of bonds issued with variable coupon rates has increased

companies can issue bonds with either fixed or variable coupon rates. For bonds with 
variable coupon rates, coupon payments change in line with a reference rate, usually 
the interbank rate. For bonds with fixed coupon rates, coupon payments are not 
normally changed. the share of bonds issued with variable coupon rates has increased 
from 61 per cent in 2011 to 74 per cent so far in 2014 (see Figure 8). the increase in 
issues with variable coupon rates is primarily due to demand from investors. this is 
because market risk11, or interest rate risk, is lower for them as the price of bonds with 
variable coupon rates is not affected by changes in market rates in the same way as 
with fixed coupon rates. the average maturity of the bonds issued is about 4 years 
and it remained largely unchanged in the period 2012-2014, compared with 2001-
2011 (see Figure 9).

Increased supply due to lower costs and companies’ desire to diversify their 
funding

one explanation for companies choosing to issue bonds is that this allows them to 
diversify their funding. this makes them less dependent on other forms of funding 
and improves the conditions for them to obtain funding, for example when the banks 
are less inclined to lend money. but whether or not the companies choose to diversify 
their funding is affected by how much it costs to do so.

to get a view of how much it costs for companies to issue corporate bonds, both the 
absolute cost and the alternative cost, which is to say how much it costs compared 
with other funding alternatives, must be examined. the price of outstanding corporate 
bonds is a good indicator of what the issuers pay to issue. the absolute cost of issuing 
seems to have fallen since 2011, based on indicative prices (see Figure 10 and the 
section Rising indicative prices on the secondary market). many major companies 
actually obtain funding more cheaply on the market than the swedish banks do 
(Landeman and bergin 2014). the cost of obtaining funding via corporate bonds may 
also be lower for companies obtaining funding for the same or a slightly higher cost 
than the banks, as the banks ad margins on their lending in addition to their funding 
cost. When it comes to the alternative cost, it is more difficult to obtain a clear and 
fair view. if the rate on outstanding corporate bonds on the secondary market is 
compared with the banks’ lending rate to companies, the relative cost of corporate 
bonds seems to have decreased since 2011 (see Figure 10).12 this suggests that it has 
also become relatively more attractive for companies to issue corporate bonds.

Funds are increasing among investors

Due to a lack of statistics, the information in this paragraph refers to investments 
on both the primary and secondary markets in swedish corporate bonds, regardless 
of whether these have been issued on the swedish market or abroad. issues on the 
swedish market make up almost half of these bonds. according to the statistics, 
foreign investors account for 61 per cent of investments in corporate bonds issued 

9.   High yield refers to bonds with a credit rating lower than bbb- (s&P and Fitch), baa3 (moody’s) or with an equivalent credit assessment 
from the banks.
10. official credit rating refers to ratings from s&P, moody’s or Fitch. banks can still conduct internal credit ratings on these issues.
11. Here, market risk refers to the risk that a bond will lose value due to changes in market rates.
12. this result should be interpreted with some caution, partly because the selection of companies in the statistics, the maturities and the 
size of the loans differs, and partly because companies do not necessarily issue bonds at the same price as on the secondary market.
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n by swedish companies (see Figure 11). this share is largely unchanged since 2011. 
according to statistics from the imF13, investors in Luxembourg, the United states and 
Germany account for the largest share of foreign ownership. insurance companies, 
other financial institutions, which mainly consists of funds, and other monetary credit 
market companies account for a significant part of investments by swedish investors. 
other financial institutions form the category of investors that has increased most, 
from 3 per cent in 2011 to 7 per cent at present. swedish private investors, such as 
households, account for a small part of direct investments in corporate bonds. the 
trading units in corporate bonds are often too large to let them invest in them, usually 
seK 1 million. it is therefore more common for households to invest in corporate 
bonds through funds.

the number of corporate bond funds with the swedish market for corporate bonds as 
main investment strategy has increased markedly in recent years. in 2004, there were 
3 such funds. by 2011, the number had increased to 14 and, by the end of 2013, there 
were 28. the total value of these funds has also increased, from seK 1.3 billion in 2004 
and seK 28 billion in 2011 to seK 76 billion 2013 (see Figure 12). other types of swedish 
bond funds investing in corporate bonds to some extent have also increased in scope.

the funds are affected by the investors’ investments and withdrawals from the fund, 
which can vary from year to year. this is shown by the funds’ net flows, which have 
varied significantly over time (see Figure 12). the funds experienced net outflows 
in conjunction with the financial crisis of 2008. they subsequently had inflows in 
2009-2010. When the financial crisis then entered a new phase in 2011, the funds 
had outflows again. in contrast, in 2012 and 2013, they had a net inflow totalling 
seK 40 billion. these varying flows mean that the funds buy and sell parts of their 
holdings on the secondary market.

Strong demand is primarily a result of investors’ search for yield

naturally, one factor affecting investors’ demand for corporate bonds is the yield. 
the expansive monetary policies of several central banks in recent years have led 
to historically low interest rates. investors’ expected yield on safer assets, such as 
government bonds, has thereby decreased. in tandem with this, many investors have 
turned to higher-risk assets such as corporate bonds to obtain a higher yield (Joyce 
et al. 2014). according to the market participants responding to the riksbank’s risk 
survey in the spring of 2014, this is the main explanation for the increased demand for 
corporate bonds in recent years (sveriges riksbank 2014c).

However, demand is also affected by the risks associated with the bonds. one 
explanation for the strong demand could be the decrease in market risk, liquidity 
risk14 and credit risk (Fabozzi 2010) since 2011. this is because these three factors are 
deemed to have the greatest impact on the pricing of corporate bonds on the swedish 
market. as regards credit risk, it is difficult to assess how this has changed for the 
market as a whole. the expected default rate among the largest issuers has decreased, 
from 0.16 per cent in 2011 to 0.06 per cent at present.15 at the same time, the share 
of high-yield bonds issued on the secondary market has increased. Liquidity risk on 
the secondary market may have decreased slightly since the turnover has increased 
in relation to the outstanding volume. However, the lack of information on prices 
and turnover in individual bonds makes it difficult to assess the overall change in risk. 
it is also difficult to make an assessment of how market risk or interest-rate risk has 
changed due to the lack of information. of course, the value of bonds with variable 
coupon rates does not change much with market rates. as issues of these bonds have 
increased, it is possible that the overall market risk has decreased slightly. For bonds 
with fixed coupon rates, longer maturities and lower coupon rates generally entail 
greater market risk. the average maturity of these bonds remains largely unchanged 
but, on the other hand, the average coupon rate has decreased, which could indicate 
that market risk has increased slightly.

13. the imF’s cPis (coordinated Portfolio investment survey) statistics on investments in swedish issuers’ debt securities include non-
financial companies, central governments and monetary financial institutions (mFi).
14. market liquidity risk refers to the risk of being unable to sell a holding of bonds immediately or without it losing a significant amount of 
value.
15. this is in accordance with statistics on 54 issuers from moody’s analytics. However, these statistics consist almost exclusively of 
companies with higher credit ratings, which could provide an explanation for the low expected default frequency.



5  –  e c o n o m i c  c o m m e n t a r i e s  n o .  7 ,  2 0 1 4

n Development of the secondary market

A lack of transparency is impeding the analysis of secondary market trading

it is difficult to make a detailed analysis of the development of the secondary market. 
almost all trading still takes place over-the-counter (otc), in which participants 
agree on the terms of the deal by telephone or via electronic trading systems such 
as bloomberg or thomson reuters. there is no public information of bonds traded 
during the business day, their prices or volumes, and this means that the degree of 
transparency is low and that developments on the market are harder to monitor. 
However, Finansinspektionen (the swedish Financial supervisory authority) has 
proposed amended regulations to improve transparency (see the section Increased 
transparency could improve the functionality of the market).

Rising indicative prices on the secondary market

the banks, on a daily basis, quote indicative prices for part of the outstanding volume 
on the swedish market and these are available in various trading systems. the 
indicative prices give a rough idea of the price at which the banks may be willing to 
purchase or sell bonds. nasdaq has started to compile statistics on such prices on an 
aggregate level. this data is used by some fund managers as a comparative index for 
their corporate bond funds. these statistics indicate that the yield on the outstanding 
bonds on the secondary market has decreased since 2011 and that the risk premium 
has simultaneously decreased (see Figure 10). the decreasing risk premium can partly 
be explained by changes in the credit ratings and maturities of the bonds included 
in the statistics. However, the risk premium in sweden follows risk premiums with 
constant credit ratings and maturities in europe relatively well. instead, the decreasing 
risk premiums in sweden and europe seem to be due to investors search for yield.

Turnover is increasing on the secondary market

turnover on the secondary market has increased slightly since 2011 (see Figure 13). 
this is shown by the turnover statistics for corporate bonds (seLma) gathered by the 
riksbank on the aggregate level since 2011. turnover has also increased in relation to 
the outstanding volume on the market. in 2011, turnover was just less than 4 per cent 
of the outstanding volume, while it has been about 6 per cent so far in 2014. this can 
probably be explained by increasing numbers of more active investors such as funds 
entering the secondary market. statistics also show that almost 95 per cent of trading 
on the secondary market is between banks and their customers. of these, just over 80 
per cent are swedish customers, with the remainder being foreign. trading between 
banks thus makes up a small part of turnover.

Finansinspektionen (2014) also keeps statistics on turnover on the secondary market 
that indicate that turnover has increased since 2011. examining the number of 
transactions reveals that the majority of trading is in smaller volumes and that three-
quarters of transactions in 2013 had a value of less than seK 5 million. if volumes are 
examined instead, transactions of less than seK 5 million only made up 8 per cent of 
the total volume of turnover on the market, with most trading instead being made up 
of larger transactions. For example, transactions of over seK 500 million formed 20 
per cent of turnover by volume in 2013.

even if turnover has increased, the market is still characterised to a large extent by 
larger investors holding the bonds until maturity. this is one explanation for the 
comparatively low turnover on the secondary market. so far in 2014, there has been 
a turnover of about 6 per cent of the outstanding volume per month. turnover is 
considerably higher on the markets for government and mortgage bonds, even if the 
gap has narrowed. their monthly turnover in 2014 has been 200 per cent and 100 per 
cent of the outstanding volumes respectively.
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n The banks’ role on the market

The banks are continuing to play a central role on the primary and secondary 
market

the banks represent the companies on the primary market by helping them both 
to issue and to broker bonds to investors. Handelsbanken, nordea, seb, swedbank 
and Danske bank are the main representatives of the issuers on the swedish market. 
together, they cover 83 per cent of the total volumes issued so far in 2014 (see table 
1). according to statistics from Dealogic, the situation is slightly different for high-
yield bonds. Here, it is Pareto that is instead the greatest representative, followed by 
the major swedish banks and Danske bank. the riksbank’s turnover statistics show 
that, in conjunction with the issues, the banks to a certain extent also purchase bonds. 
For example, they may have undertaken to do this for an issuer if an issue is not fully 
subscribed to by other investors. 

on the secondary market, the banks contribute to market turnover by matching 
sellers and buyers. they also contribute to turnover by trading themselves. they 
do this partly as a service for smaller investors that are not assigned any bonds in 
conjunction with the issues, and partly as a service to those companies that they 
have assisted to issue and which have an interest in the liquidity of their bonds on the 
secondary market.

market initiatives taken by various market participants
since 2011, a number of initiatives have been taken by various market participants 
with the aim of developing the swedish market. the need for several of these was 
mentioned in Gunnarsdottir and Lindh (2011).

Statistics have been improved

two examples of how statistics have been improved have already been mentioned: 
nasdaq’s statistics on indicative prices on the secondary market and the riksbank’s 
turnover statistics for volumes. a series of initiatives have also been taken to make it 
possible to monitor issues on the primary market in a better way. statistics sweden, on 
behalf of the riksbank, has started to collect and publish information on outstanding 
volumes and issues made by swedish non-financial companies. they are divided up 
by currency and other criteria. both corp nordic and swedish trustee also publish 
statistics of the primary market on their websites.

Trustees strengthen the investors’ position

two trustees have been established on the swedish market - corpnordic and swedish 
trustee. the trustees represent the investors by arguing their case with the issuer and 
ensuring that the issuer fulfils its commitments towards the investors, for example 
by paying the coupon rate. above all, this strengthens smaller investors’ position 
on the market. but the trustees also involve the issuer only having contact with the 
agent, instead of having contact with each individual bond holder, for example in the 
renegotiation of the terms of a bond. corpnordic started to offer trustee services in 
2009, and swedish trustee started offering the same in 2012. Prior to this, trustees 
already existed on more developed markets for corporate bonds, such as the one in 
the United states.

Marketplaces and a standardised agreement is making the market more 
accessible for smaller issuers

initiatives have also been taken to make the market more accessible for smaller issuers 
in particular. two new marketplaces aimed at small and medium-sized companies 
have been established. nasdaq launched the marketplace First north bond market in 
2012 and aktietorget launched räntetorget in 2013.16 a trustee must be linked to a 
bond before it can be registered on nasdaq’s marketplace. this requirement does not 
exist for räntetorget, even though it is recommended. 

16. three bonds have been registered at First north bond market and one at räntetorget.
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n in 2013, the swedish securities Dealers association published a standardised issue 
agreement for corporate bonds. this can be used by all issuers, but is primarily aimed 
at high-yield bonds. it is hoped that the agreement will make it possible for smaller 
companies to issue bonds without needing to draw up a new issue agreement.

Financial regulations and their impact on the development of the 
market
the swedish financial system is affected in various ways by new financial regulations 
which have been implemented or are about to be implemented after the last financial 
crisis. this also involves the swedish market for corporate bonds. the banks are 
affected via their funding, their lending and their risk-taking. investors such as pension 
and insurance companies are affected via their investment opportunities. these 
effects on banks and investors affect companies. in this commentary, the focus lies 
upon the regulations deemed to have the greatest significance for the development of 
the market at present and which were addressed by Gunnarsdottir and Lindh (2011) 
to a certain extent. in addition to the regulations mentioned here, there are also other 
financial regulations that could influence the market in the future.17 However, it could 
take some time for the effects of these regulations to become noticeable. in addition, 
in several cases, the final versions of the regulations have not been adopted yet, 
making it difficult to assess their final effect on the market. 

Increased transparency could improve the functioning of the market

in June 2014, Finansinspektionen (2014) put forth a proposal to increase the 
transparency of the swedish secondary market for corporate bonds. there are 
already regulations in sweden requiring information on the trading of bonds to be 
published no later than 09.00 on the following day.18 this takes place in the markets 
for government and mortgage bonds on nasdaq’s website. so far, Finansinspektionen 
has chosen to exempt corporate bonds from this requirement but, as the market 
is growing and smaller participants have appeared, Finansinspektionen now 
proposes that trading in corporate bonds is to be reported in the same way. it will 
still be possible for market participants to be exempted from the requirement if 
Finansinspektionen considers this as justified in terms of the efficiency of the market. 
However, this will only apply to transactions exceeding seK 50 million and only for up 
to two weeks.

international regulations to make the financial markets more transparent are 
also on the way. in europe, work is underway to complete the miFir regulatory 
framework, which will come into force in 2016. the aim of the regulation is to 
promote competition on the financial markets and strengthen investor protection. 
this regulation will provide market participants with information on the transactions 
carried out, for example with corporate bonds, subject to a certain delay. it has not 
yet been determined how the requirements for reporting will be formulated, but they 
will probably be more stringent than those Finansinspektionen proposes for sweden.

in the United states, there has been a reporting requirement for trading in corporate 
bonds since 2001. a number of studies have been carried out to investigate the effect 
the introduction of this requirement have had on the market (cesr 2008). several 
studies show that market liquidity has improved overall, that the gap between bid and 
ask prices has narrowed, and that transaction costs have decreased.19 this can largely 
be explained by increased competition on the market. the effects are deemed to have 
been greatest for smaller investors and for smaller transaction volumes.

at present, different participants on the swedish market have access to different 
amounts of information. Large participants generally have an information advantage 
over smaller ones. Greater transparency would even out the access to information 

17. examples of such regulations include the european commission’s proposed regulation on structural measures improving the resilience of 
credit institutions.
18. see the securities market act (2007:528) and Finansinspektionen’s regulations governing operations on trading venues (FFFs 2007:17). 
this information is to include details of the highest and lowest price for which individual bonds have been traded during the day, a weighted 
average price and total turnover volume.
19. see besseminder et al. (2006) and edwards et al. (2007).
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n between them. access to traded prices and volumes would make it possible to verify 
prices, price risks and value holdings. more efficient pricing on the secondary market 
could also benefit pricing on the primary market by allowing companies planning to 
issue to examine market prices for comparable outstanding bonds. all in all, it could 
contribute towards improving confidence in pricing among both issuers and investors 
and improve the functioning of the market.

but the effects of increased transparency are not necessarily only positive. a point 
often made in discussions of increased transparency is that it can cause the banks to 
reduce their presence as counterparty and that they trade to a decreased extent.20 
instead, the banks choose to act as agent by matching buyers and sellers, leading 
to longer transaction times. the reason behind this changed behaviour is that other 
participants may start to offer less favourable prices to the banks if they are aware 
of the holdings they have. statistics from the Federal reserve show that Us banks’ 
holdings of corporate bonds increased after the transparency requirement was 
introduced, from UsD 23 billion in 2001 to UsD 215 billion in 2008.21 turnover on the 
market increased in parallel with this (besseminder and maxwell 2008). but the trend 
was reversed after the financial crisis of 2008. the banks’ holdings and turnover in 
relation to the outstanding volume has now decreased.

it is important to bear in mind that the Us and swedish markets are different. the Us 
market is and was significantly larger and more developed than the swedish market 
when transparency was increased. consequently, the effects on the swedish market 
need not be the same. a certain degree of transparency can have positive effects, 
but it is important to ensure that increased transparency does not lead to negative 
consequences for the market.

Basel III may affect the banks’ willingness to lend

the basel iii regulations include liquidity requirements and a risk-weighted capital 
requirement for the banks. there are also plans to introduce a non-risk-weighted 
capital requirement. the risk-weighted capital requirement currently applicable 
entered into force in the eU on 1 January 2014 through the crD iV package. 
according to this the banks’ funding is to include a certain amount of equity to cover 
any losses. the short-term liquidity requirement, the Liquidity coverage ratio (Lcr), 
regulates the banks’ reserves of liquid assets in relation to potential outflows. it will 
enter into force in the eU in 2015, but sweden has chosen to implement them in 
advance, starting in 2013. the longer-term liquidity requirement, net stable Funding 
ratio (nsFr), instead regulates the banks’ maturity matching so that their assets with 
longer maturities are also covered by funding with longer maturities. this requirement 
will enter into force in 2018.

the new regulations mean that the banks must maintain reserves of liquid assets, 
extend the maturity of their funding and include a greater share of equity in their 
funding. this entails increased costs for the banks (sveriges riksbank 2010). if they 
choose to pass these costs over to their customers, one of the effects will be that 
corporate loans will become more expensive. swedish market participants have 
expected this to happen (sveriges riksbank 2013a). in turn, more expensive loans may 
lead to other sources of funding, such as corporate bonds, becoming more attractive 
to companies. at the same time, the banks may choose other measures, such as 
charging more for other services. the regulations thus need not entail increased loan 
costs for companies.22 it is also possible that the banks will look, to a greater extent 
than previously, for services that generate income in the form of fees but that are 
not charged to the balance sheet in the same way as loans. For example, they could 
choose, to a greater extent, to help companies issue corporate bonds for a fee instead 
of lending to them.

20. see cesr (2008).
21. this is according to statistics from the Federal reserve bank of new York.
22. studies show that the effects of the banks’ lending rates should be restricted. see Finansinspektionen (2013) and almega (2013).
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n It is difficult to assess the consequences of Solvency II, which is not yet 
complete

insurance companies are an important participant on the swedish market for 
corporate bonds, accounting for about 9 percent of the holdings. solvency ii is a new 
regulatory framework for insurance companies in the eU, which comes into force 
in 2016 with the aim to ensure that insurance companies have sufficient capital to 
cover the risks of their assets and liabilities so that they can fulfil their obligations to 
policyholders. the effects on the swedish market of solvency ii depends mainly on 
the capital requirements and yields (interest rates) on corporate bonds because the 
capital requirement for different assets must be put in relation to the return that the 
companies receive on them. How large the capital requirements will be for corporate 
bonds is not yet determined. it is therefore difficult to draw conclusions about the 
effects of these rules.

there are strong indications that the swedish market will 
continue to grow in the period ahead
We can observe that the swedish market for corporate bonds has grown since 
2011 and that structural changes have taken place on the market. there are strong 
indications that the market will continue to grow over the next couple of years. one 
explanation for this is provided by the continuing low interest rate environment, which 
is making investors demand higher-risk assets to obtain higher yields. this is also 
contributing towards low risk premiums, meaning that companies can continue to 
diversify their funding at comparatively low costs. another reason that the market can 
be assumed to continue to grow is that its structure will become stronger as various 
initiatives are taken to develop it. 

However, the need for increased transparency on the secondary market has increased 
as the market grows, the share of high-yield bonds or bonds with no credit ratings 
increases, and the percentage of investors dependent on being able to sell their 
holdings on the secondary market increases. transparency to some extent can have 
positive effects, but it is important to ensure that increased transparency does not lead 
to negative consequences for the market. increased transparency will be significant 
for the future development of the market. new financial regulations that have been 
or are about to be implemented, such as basel iii and solvency ii, will also affect the 
development of the market. However, at present, it is difficult to say what impact 
these may have.

increased transparency will improve market participants' ability to assess risks on 
the market. investors’ assessment of risks on, for example, markets for corporate 
bonds around the world has been addressed recently, among others by the bank of 
england (2014) and the imF (2014). For example, in europe, the market for corporate 
bonds has grown since 2011, particularly for high-yield bonds. meanwhile, according 
to esma (2014) liquidity on the market has decreased somewhat as banks, which 
normally contribute to liquidity, have decreased their presence on the market. it is 
thus possible that liquidity will not be as good as investors assume in a situation where 
they have to sell part of their holdings. if liquidity is low, such sales could create large 
price declines for these bonds. these price declines may in turn create financial stress 
and spread to other financial markets or lead to significant losses for systemically 
important participants.

Just as in europe, the swedish market has grown while the share of high-yield bonds 
has increased. at the same time, turnover on the secondary market is low in relation 
to outstanding volumes. as the swedish market for corporate bonds, as it looks today, 
has not been exposed to great sales pressure, it is difficult to assess what liquidity will 
be like in such a situation and what this ultimately would mean for the market. it is 
also difficult to assess how decreased demand from investors would affect companies' 
possibilities of refinancing outstanding bonds falling due. consequently, as the market 
for corporate bonds grows and its structure changes, it will become increasingly 
important to consider the part it plays in the financial system and the risks this may 
entail for financial stability.
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Figure 1. Swedish companies' loan-based funding
SEK billion
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Figure 2. Annual growth in Swedish companies' loan-based funding
Per cent

Sources: Statistics Sweden and the Riksbank
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Figure 3. Issue volumes on the Swedish market for corporate bonds
SEK billion

Note. Issue volumes from Dealogic include data until 18 September 2014 throughout this 
commentary. The statistics does not necessarily cover all the issues on the market, since the 
statistics are based on information that market participants report voluntarily. For those bonds 
without a credit rating, the allocation into investment grade or high yield is based on the 
banks' credit assessments of the companies.
Source: Dealogic
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Figure 4. Average issue volumes per month in the Swedish market for corporate bonds 
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Source: Dealogic
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Figure 5. Issuers on the Swedish market
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Note. The figures refer to unique issuers in each year. Individual issuers may thus be 
represented in more than one year and the figures say nothing about the number of 
issues in each year.
Source: Dealogic
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Figure 6. Distribution of issuers by sector
SEK billion

Note. The figure is based on statistics that are divided into 19 different sectors. To make the 
graph easier to read, the 19 sectors have instead been grouped into 10 sectors.
Sources: Dealogic and the Riksbank
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Figure 7. Issue volumes with and without credit ratings
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Sources: Dealogic and the Riksbank
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Figure 8. Issues with fixed and variable coupon rates
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Source: Dealogic
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Figure 9. Maturity on the outstanding volumes
Percentage of total issue volumes
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Sources: Statistics Sweden and the Riksbank
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Table 1. Representatives in issues on the Swedish primary market 2014

name VoLUme (seK miLLion) sHare (%)

seb merchant banking 17,973 22
nordea 16,209 20
swedbank 11,980 15
Handelsbanken 11,754 14
Danske bank markets 9,899 12
Pareto 5,835 7
Dnb 2,862 3
abG sundal collier 1,740 2
J.P. morgan 1,600 2
Deutsche bank 617 1
Goldman sachs 617 1
nordic Fixed income 600 1
mangold Fondkommission ab 30 0
aqurat Fondkommission 1 0
remium nordic ab 1 0

source: stamdata
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swap with a maturity corresponding to the maturity in the index at the respective date is 
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Figure 10. Risk premium on the Swedish secondary market and the banks' lending rate
Difference against interest-rate swap, basis points
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Figure 12. Fund wealth and net flows in Swedish corporate bond funds
SEK billion

Note. The statistics refer to funds registered in Sweden and abroad with corporate bonds in 
Swedish kronor as main exposure. The total fund wealth consists of the fund wealth 
(excluding net flow) plus net flow.
Sources: Morningstar and the Riksbank
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