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Abstract 

In the past decades, real estate has turned into something more than just a home, it has 

become an investment. The interest to invest in the real estate market has increased from 

investors but also from private persons where the demand not only is to find a living but also 

perceived as an investment to make a profit or reinvest in the future.  

The demand on the Swiss real estate market has increased from locals but also foreigners that 

want to invest in the stable and safe Swiss market. The high demand has increased the 

housing prices, which has raised even faster than the wages, and in turn, limit the possibilities 

to participate in the Swiss real estate market. It has made people less able to afford to buy a 

home, and many are forced to take from their pension funds to be able to pay the 20% of 

required deposit. This creates a risk for the future and puts not only the citizens but also the 

banks in large default risks since there does not exist an insurance if a price fall would occur 

on the Swiss market.  

Many people mitigate the risks by diversification by investing in different assets in the 

derivative market. The market has seen a trend towards the technology development, which 

makes it possible to create more creative innovations at the derivative market. The increased 

interest in real estate and the accessibility of derivate products have led to a demand for real 

estate in derivatives.  

This study investigates the possibilities to incorporate real estate within the derivative market, 

more specific within futures contracts. Futures contracts are standardized contracts between 

two parts that agree to buy/sell an asset at a future date and price. Real estate in futures is 

supposed to work in the same way, and to work as an insurance for possible price fall on the 

market since it can hedge the market by reducing price fluctuations, or as an alternative way 

to speculate within the real estate market to increase income. Real estate in futures could, in 

turn, allow a broader target group to participate in the real estate market since it would be a 

cheaper, easier and faster alternative to investing in than the physical real estate market.  

The thesis confirms that there is a demand on the Swiss market for an alternative way to 

invest in real estate. However, the thesis discovers several difficulties with creating the 

product that should be managed. The thesis examining the subject together with the Swiss 

leader in online trading, the bank Swissquote. With their expertise in technology, Swissquote 

has an advantage when creating the product REF.   



 
 

Acknowledgement 

I would like to thank my supervisor Björn Berggren from the Royal Institute of Technology 

who has been supportive throughout the working process and helped with suggestions for 

ideas and contacts. I would also like to thank my supervisor Jürg Schwab, the Head of 

Trading at Swissquote, who made it possible for me to write my paper at Swissquotes office 

in Switzerland. I would like to thank the whole Trading Department, which has made it feel 

reassuring to be able to ask them any questions. They have not only been given rewarding 

answers in my paper but also made me gained an overview of the banks trading process and a 

greater understanding of how the derivative market works in general. They also assisted with 

the direction of the work, and without them, the work might not have entered the current track 

it is on now. Through their welcoming way and interesting discussions, they have contributed 

to an increased interest in Trading and how it influences the market, which has given the 

paper a deeper assessment. I would also like to thank Lars-Erik Eriksson and Mats 

Wilhelmsson from Valueguard. They have contributed with interesting hypotheses and good 

advice in the work, and it has felt rewarding to have their support. I also want to thank David 

Fischbach, the project manager at FSO, who has provided the paper with a lot of facts but also 

general thoughts, which has made me gain a better overview of the Swiss real estate market. 

Finally, I would like to thank various people in my surroundings that I had the opportunity to 

ask questions and opinions. They have all been very helpful in the work and contributed to a 

good direction in the study. I want to thank everyone involved, without all these helpful and 

supportive people that have believed in the possibilities to create the product Real Estate in 

Futures (REF), the work would not have gained this high level of information or 

development. 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



 
 

Examensarbete  

  

  Titel: Fastigheter i Futures Contracts  

Författare: Ofelia Isberg  

Institution: Fastigheter och Byggande 

Examensarbete Master nivå: TRITA-FOB-ByF-MASTER-2017:33 

 

Arkiv nummer: 491  

Handledare: Björn Berggren, Jürg Schwab  

Nyckelord: Derivat, Exchange, Futures Contracts, Hedging, Spekulation, Fastigheter  

   

Sammanfattning 

Under de senaste årtiondena har fastigheter blivit mer än bara ett hem, det har även blivit en 

investering. Intresset att investera i fastighetsmarknaden har ökat från investerare men även 

från privatpersoner där efterfrågan inte endast är att köpa en fastighet för att bo i, utan som 

även ska fungera som en investering för att möjliggöra en vinst eller återinvestera i framtiden. 

Efterfrågan på den schweiziska fastighetsmarknaden har ökat från lokalbefolkningen men 

även från utlänningar som vill investera i den stabila och säkra schweiziska marknaden. Den 

höga efterfrågan har ökat bostadspriserna mer än vad lönerna ökar, vilket minskar 

möjligheterna att delta i den schweiziska fastighetsmarknaden. Detta då människor inte har 

råd att köpa ett hem för endast sina löner, många är även tvungna att ta från sina 

pensionsfonder för att kunna betala handpenningen på 20%. Detta har skapat en risk för 

framtiden, och sätter inte bara medborgarna utan även bankerna i stora risker eftersom det inte 

finns någon försäkring mot ett prisfall på den schweiziska marknaden. 

Många mildrar riskerna genom diversifiering i olika tillgångar på derivatmarknaden. 

Teknologi trenden har gjort det möjligt att skapa mer kreativa innovationer på 

derivatmarknaden. Intresset för fastigheter och den ökade utbudet av derivatprodukter har lett 

till en efterfrågan på just fastigheter i derivatprodukter. 

Denna studie undersöker möjligheterna att införa fastigheter inom derivatmarknaden, mer 

specifikt inom futures. Futures kontrakt är standardiserade kontrakt mellan två parter som 

kommer överens om att köpa/sälja en tillgång på ett framtida datum och pris. Fastigheter i 

futures kan fungera på samma sätt, och det kan fungera som en försäkring för eventuellt 

prisfall på marknaden eftersom det kan säkra marknaden genom att minska prisfluktuationer, 

eller som ett alternativ för att spekulera på fastighetsmarknaden för att öka intäkterna. 

Fastigheter i futures kan även tillåta en bredare målgrupp att delta på fastighetsmarknaden 

eftersom det skulle vara ett billigare, enklare och snabbare alternativ att investera än på den 

fysiska fastighetsmarknaden. 

Studien bekräftar att det finns en efterfrågan i Schweiz för ett alternativt sätt att investera på 

fastighetsmarknaden. Den upptäcker dock flera svårigheter med att skapa produkten. Studien 

undersöker ämnet tillsammans med den schweiziskt ledande online banken Swissquote. Med 

en expertis inom teknik besitter Swissquote en fördel med att skapa produkten REF. 
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1 Introduction  

 

1.1 Background 

In the past decades, real estate has turned into something more than just a home, it has 

become an investment. The homeowner market has expanded and people's interest to 

speculate on the real estate market has enlarged, creating a mismatch between demand and 

supply (Thebalance, 2016). The cost of real estate is justified by the balance of demand and 

supply, the more people want something the higher the price vice versa. The mismatch pushes 

the housing prices up, which creates a limited market since not everyone can afford to buy a 

home. Without financial help, it can be difficult to pay the required deposit (Treanor, 2015).  

 

On the Swiss market, being one of the most expensive in the world, there is only around 40% 

of the population that owns a home (Fischbach et al, 2016). Because of the sharp rise in 

housing prices and the imputed mortgage rate, there is an increased risk for the borrowers to 

not being able to pay back their loans taken to afford the home. This has made the Swiss 

institution believe in a bubble on the Swiss market, and there is a risk for a price fall on the 

housing market (FINMA, 2012). 

 

The risk of investing in the real estate market can be very profitable for savvy investors who 

have proven plan for success (Vazquez, 2015). However, the interest to invest in the real 

estate market has increased from private persons as well, that likes to gain on the rising real 

estate market by speculation or with the aim to reinvest in the future. This has made more 

people aiming to invest in the housing market since they believe it is a secure investment. 

However, this has amplified the risks of higher prices probably leads to more suffering losses 

if a price fall would occur.  

 

The process when buying or selling a home is generally long and complicated since it 

involves a lot of inspections and agreements. The time to sell and buy a property usually 

differs since it might take several years to realize it’s true profit potential (Vasquez, 2015). 

Since the cost of acquiring a property usually are higher than other types of investments, it is 

often sold with a substantial loss in value. The fact that the real estate market is slow makes it 

rather illiquid (Tranio, 2010). 

 

Today when you invest in a property it usually involves high transaction cost, high units’ 

costs, and a long transaction process (Örn et al, 2011). With the growing real estate demand in 

question, investors have been striving for a fast way to play the market or to hedge against 

their volatile portfolios. A trend is that companies incorporate real estate into their business 

and that more real estate companies are being listed. Recently it has also emerged a market of 

derivative instruments for property investments (Clapp, 2007). This has made it possible to 

invest in real estate in the derivative market. Real estate in derivatives offering benefits such 

as information efficiency and hampered price discovery, which the customers are demanding 

and the real estate market continues to be a very interesting market to invest in (Credit Suisse, 

2016). Companies are striving to transform into more digitalizing business to be able to create 

more innovative products to be able to satisfy customers demand (Markovitch & Willmott, 

2014). The Swiss online bank Swissquote is born within technology and are already offering 

innovative solutions in the derivative market on one simple, reliable financial platform. This 

research is examined together with Swissquote to investigate the possibilities to incorporate 

real estate within the derivative market, more specific within futures contracts. Futures 

contracts are a contract between two parts that agrees to invest in an underlying asset at a 

future date and price (Hull, 2012). Futures have been a popular method of hedging and 
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speculating the risks on different markets. This thesis will examine if it could be possible to 

incorporate real estate within futures to work in the same way. 

1.2 Problem statement 

The Swiss real estate market is an attractive place to invest in due to the safe and stable 

market. However, Switzerland has a lack of land to build on, which makes the high demand 

on the housing market exceed the supply. This has led to that during the last couple of years, 

the Swiss housing prices have increased, which has limited the possibility to participate in the 

Swiss real estate market. The housing prices have raised even faster than incomes, which has 

forced people to take money from their pension funds to be able to afford a home. This has 

created a risk for the future since it leaves many without an insurance if a price fall would 

occur on the housing market.  

1.3 Main research questions 

• How could real estate be incorporated within futures contracts?  

o Is it possible to create a market where there is no underlying asset? 

1.4 Purpose 

The purpose of this thesis is to examine if it could be possible to create a market for real 

estate within the derivative market, more specific within futures contracts. The overall 

objective is to analyze the demand and supply on the Swiss market to investigate if there is a 

demand for an alternative way to invest in the real estate market. Furthermore, the aim is to 

examine the possibilities to create a product that could be used by a larger target group. It 

would also work as an insurance for those who want to hedge their risks on the real estate 

market or for those who want to absorb the risk through speculation on the real estate market.  

1.5 Delimitations 

This thesis will not go into deep on how the product Real Estate in Futures (REF) can be 

created. This is because the factors needed to create the REF require a deeper analysis of the 

factors needed to create it. One of the most important factors is the housing price index, 

which would require a whole study by itself, and it is therefore left for further studies. There 

will not be an investigation of the incorporation of the REF in different countries, but rather a 

focus on the Swiss market. Nevertheless, the REF is supposed to work in the whole Europe. 

The reason why the REF is investigated on the Swiss market is that the research is conducted 

together with the Swiss online bank Swissquote but also due to an assumed demand of the 

product on the Swiss market. In this thesis, the risks that might occur with the development of 

the REF, will not be investigated, which instead is left for further studies. 

1.6 Disposition  

The first section provides an overview and background of the research area. It also provides 

the problem statement, main research question, purpose, and delimitations. The second 

section consists of the theoretical framework that describes the real estate market with the 

focus on the Swiss market, and the derivative market, with a clarification in particularly 

futures contracts. The third section presents the methodology employed for the execution of 

this thesis. It explains the strategies and methods used for the interviews. In the fourth section, 

the findings from the interviews are presented. This includes the informant's view and 

knowledge of the research area. Section five provides an analysis and discussion of the 

similarities and differences between the theoretical framework and the findings from the 

interviews. The last section six concludes the work by providing the possibilities to create a 

market without an underlying asset. It also presents a way for future research work.
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2 Theoretical Framework 

 

2.1 The Real Estate Market 

There is a strong correlation between the real estate market and the economic growth of the 

market (Fischbach et al, 2016). Since people always will need somewhere to live, a real estate 

is seen as both a financial asset and is perceived as a long-term investment. However, a 

property will also appear as a cost in both time and money. When investing in real estate, one 

acquire a physical land or property, which should be maintained over the years. Traditionally, 

a property has always been viewed as a “reactive” asset; one which is bought or rented as a 

result of operational need. The property risks are considered to have unsystematic risk due to 

the different characteristics such as land condition, building or technical features, which 

makes them differ from one and another (UBS, 2017). 

 

The high demand on the real estate market compared to the low demand pushes the housing 

prices up, which causing many people not able to afford a home (Positivemoney, 2014). This 

has encouraged new constructions on the market, but since 70% of the world population are 

estimated to live in urban areas by the year of 2050, it creates a lack of land to build on in 

some places leaving other empty (Thejakartapost, 2015).  

 

The trends of rising rates, more credit, and new homes on the market are estimated to 

influence the real estate market (Fortune, 2016). However, even though the construction of 

new houses has increased, it is unlikely to improve the affordability due to the growing 

premium for new homes since more people believe that that they can get a better return which 

has led to an increased interest in speculation and an increase in the quality requirements of 

the constructions, which in turn increases the construction cost and in turn the prices 

(Fastighetsnytt, 2017). One can also see new regulations after the financial crisis where 

financial institutions applied stricter rules for mortgage lending (Forbes, 2013). All this makes 

it harder for people to invest in the real estate market and many people must put in their last 

money to be able to participate in the market.  

 

People's aim to speculate in the real estate market is mainly due to the possibility to gain a lot 

of money and the opportunity to refinance in the future. However, the high costs and long 

processes make the real estate market a risky market to invest. The financial crisis in 2008 

was partly caused by speculative behavior where people could lend money to invest in a 

property without any convinced security (Positivemoney, 2014). This made the banks fall into 

liquidation after realizing that the real estates were insolvent and people no longer could pay 

back their loans. The financial crisis affected not only the US market but practically the whole 

world. However, both banks and the real estate market recovered and the real estate market is 

today one of the most popular alternative investments for many institutional investors (MSCI, 

2017).  

 

The interest to trade in real estate companies increased a lot during the last couple of years 

since it is a good way to diversify from other markets. However, every movement is 

represented by detailed statements that the investor should keep track on the trading of the 

real estate company. This means that investors must consider two different impacts on the 

perceived performance of a property company.  

 

Investors are guided by the position of the company as declared in the company accounts, 

whilst the underlying performance of the company will remain unchanged. The way in which 

information is presented impacts on the investors perception of the company since the lower 
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the profits the less attractive to investors since it means less money available to distribute as 

dividends (Evans et al, 2000). Investing in a real estate company does only reflect the 

companies’ performance on the market and not the whole market. 

2.1.1 The Real Estate Market in Switzerland 

The Swiss market offers high-quality living, political stability, competitive salaries, and low 

taxes, which makes Switzerland an attractive country to live in. Switzerland has one of the 

highest percentages of foreigners’ residents consisting of approximately 25% of the 

population (Swissinfo, 2016). The high population and the low-interest rate, has made the 

demand in the housing market increase in the recent years (Confederation Suisse, 2017).  

 

The fact that Switzerland is a small country consisting mainly of mountains and lakes makes 

it hard to find land to build on. This combined with the high construction prices and the strict 

construction regulations has made it hard to increase the supply on the real estate market. The 

high demand exceeds the low supply and pushes the housing prices up, making the Swiss real 

estate prices among the highest in the world (Fischbach et al, 2016). This diverging price 

trend has made the purchase of real estate relatively attractive in Switzerland for investors 

wanting to make a profit on the market (UBS, 2017). 

 

Recently the construction cost has decreased and it has contributed to an increase in 

construction of small apartments. This combined with a stabilizing demand has increased the 

vacancy rate since 2014. In the year of 2016 there were 1.30% dwellings vacant in 

Switzerland, see table 1, and it is expected to continue growing. The interest rates are 

estimated to remain on the low 2,64%, see table 1. Even though the economic situation 

appears to stable on the Swiss market there has not yet been a significant decrease in the 

housing prices (Confederation Suisse, 2017). 

 

 

Indicators for Demand 2016-2017 Trends 

Revenues 1.15% ↗ 

Demographic 1.1% ↗ 

Indicators for Supply   

Construction price -0,8% ↘ 

Renovation price -1,5% ↗ 

Mortgage rate 2.64% → 

Indicators on the Price and Quantity   

Vacancy rate 1.3% ↗ 

Price change on residential 1.1% ↗ 

Price change rental -0,7% ↘ 

Price change singe family house 2,4% ↗ 
Table 1, Demand and Supply indicators on the Swiss market (Confederation Suisse, 2017) 
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Switzerland has one of the lowest owner-occupied rates in Europe, while the rental levels are 

very high. The Swiss market consist of approximately 40% owner and self-occupied house, 

while around 60% are rental, see image 1. The low supply for owner-occupied housing 

compared to the high demand increases the prices, which makes few able to afford an owner-

occupied house. Also, the prices for owner-occupied houses in Switzerland is estimated to 

increase by 1.20% while rental will decrease with -1.30% (Confederation Suisse, 2016). The 

residential buildings are rented cheaper than previous quarter of 2017 and the home 

ownership prices in Switzerland will drop significantly in the first quarter of 2017 (Fahrländer 

Partner AG, 2017). The decline is most pronounced in the medium price segment. 

 

 
Image 1, Occupation status of occupied dwellings (Confederation Suisse, 2017) 

2.1.1.1 Financial Market Supervisory Authority (FINMA) 

The high real estate prices and the total amount of mortgage debt caused the Swiss National 

Bank to estimate a bubble on the Swiss market (Fischbach et al, 2016). The fact that people 

could supply the required 20% deposit from their pension fund, created a situation where 

people possessed a risk to have less or no money for their pensions. In the year 2012, the 

Swiss Financial Market Supervisory Authority (FINMA), introduced a new standard in the 

mortgage lending, which sad that max 10% can come from the second pillar but not more 

than 50% of the total value of the pension fund and the rest from savings, and the loan cannot 

exceed 33% of the income (FINMA, 2012). The new standards reduced the risk but made it, 

in addition, harder for people to acquire a loan. Even though the new standards for mortgage 

lending created a sharp slowdown in the household debt growth and lowered the mortgage 

rents more than on many years, the volume still rising faster than the disposable income of 

Swiss households. 

2.1.1.2 Countercyclical Capital Buffer (CCyB) 

The low mortgage rates have continued to fall (Delmendo, 2016). The mortgage debt in 

Switzerland is one of the highest in Europe (CHF 936 billion in 2015), partly because of the 

low rates (Fischbach et al, 2016). The fact that Switzerland now has negative interest rates, 

has made some banks charge savers for cash holdings on bank accounts (Gerber, 2017). To 

create resilience of the banking sector to a correction in imbalances in the mortgage and real 

estate market, the Federal Council introduced a countercyclical capital buffer (CCyB) in the 

beginning of the year 2013 (SNB, 2014). The CCyB was introduced in the Swiss law 

consistent with the Basel III rules. The Basel III countercyclical capital buffer (CCyB) 

temporarily increases the capital requirements associated with residential mortgage loans 

while leaving those for other exposures unchanged (SNB, 2016). The idea was that the CCyB 

shall mitigate the risk for imbalance developing on the market. The CCyB was set to 1% in 

2012 and decreased to 0% in 2016. 
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2.1.2 The Housing Price Index 

When investing in a property, people usually waits for the market to go down as much as 

possible to gain a profit in a couple of years if the market goes up. However, the real estate 

market is impossible to estimate, but the housing price index gives a good prediction of the 

trend on the real estate market. To know where and when to invest, people can observe an 

index to get information on how the market moves and can grasp the changes on the market 

by comparing earlier prices (OECD, 2016). 

A housing price index can illustrate when households spent money on home ownership during 

a period (Fahrländer Partner, 2016). For the index to be trustworthy it should replicate the 

market value of the asset. The indices reflect the real estate performance, which helps 

investors build and manage better portfolios to keep track on performance and risk. The aim 

of the index is to deliver accurate information to the markets many investors (Song et al, 

2010).  

The indices are not only used by investors in the homeowner market, but it is also used as 

macroeconomic indicators, for the calculation of household health, mortgages, and risks for 

housing bubbles. There are two common types of indices; appraisal-based indexes and 

transaction-based indexes. In an appraisal-based index, the properties are comprised regularly 

and the index is comprised of a small sample of commercial properties that drive returns 

(Clapp, 2007). The transaction-based index usually employs a repeat sales methodology, that 

takes into account a great number of properties, and it is mainly used to calculate residential 

housing. 

2.1.2.1 The Swiss Real Estate Index 

The Swiss real estate market has seen a high price increase in the last years. This can be 

visualized in the evolution of the existing real estate index made by the private consultants, 

whereas the methods and applications used are different, leading to varying results (Fischbach 

et al, 2016). Fahrländer Partner AG (FPRE) has constructed indices over the Swiss real estate 

market based on the transaction price and building land for private property (Fahrländer 

Partner, 2016). The index calculates the real estate market over the different cantons from the 

year 1985 until the first quarter of the year 2017.  

 

 
Image 2, Index over Condominiums in Switzerland (Fahrländer Partner, 2017) 
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The image 2 visualizes condominiums in the different segments in Switzerland. It does not 

yet exist an official index over the Swiss real estate sector, but the Federal Statistical Office 

(FSO) has been mandated to create a real estate price index on a regular basis as of 2018 

(Fischbach et al, 2016). The index will be updated quarterly to start with since the small 

number of transactions carried out in such a short period.  

2.1.2.2 The Case-Shiller Index 

The Case-Shiller Index measures the changes over residential house prices on the US real 

estate market, see image 3. It was created in the late 1980s through a collaboration of Cases 

studies on repeating home sales, and Shillers research on behavioral finance and economic 

bubbles (CNBC, 2013). The aim was to produce the index with the intent of selling 

information to the markets. There are products like Options and Futures placed on the index.  

 

 
Image 3, S&P/ Case-Shiller 20-city Composite Home Price Index. (Fred, 2017) 

2.1.2.3 The HOX Index 

The HOX index was constructed using a hedonic price model made by Mats Wilhelmsson at 

the Royal Institute of Technology. The HOX is based on a cross-sectional and time-series 

hedonic price equation of cooperative apartment prices in Sweden (Valueguard Index 

Sweden, 2011). The model follows an average object in an area to calculate the underlying 

price development (Valueguard, 2014). The real estate index is based upon the property 

returns in a specific area in any annual period and follow the prices on the real estate market, 

see image 4.  

 
Image 4: The development of villas and condominiums from January 2005 until today (Valueguard, 2017) 
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The HOX index is partly supposed to work as a complement to an insurance since the aim to 

reduce the risk for a price decrease of the property for the investor when investing in the 

market. The HOX Index is a transaction based index, which standardized the prices for 

single-home housing and owner-occupied apartments in Sweden (Wilhelmsson, 2017). The 

transactions prices make it more volatile, however the risk is that there will be a smooth/lag 

on the market which lower the validity. The index is updated once every month, which is a 

little bit uninteresting since it does not happen a lot (Wilhelmsson et al, 2009). 

2.2 The Derivative Market 

A derivative is a financial instrument which makes it possible to invest in values derived from 

other assets or other events such as an index (Bouzoubaa et al, 2010), which are both known 

as underlying assets (Bodie et al, 2011). Due to the underlying assets, the derivatives hold a 

large part of the market and it is generally used for hedging or speculating on the market since 

it can transfer a wide range of risks from one entity to another (Hull, 2012). The derivative 

market has grown to be a highly important market for exchanging finance. The advantages to 

investing in the derivative market are the ability to either buy or sell a position and observe 

the changes in the price without holding a physical asset but rather an underlying asset 

(Person, 2004).  

Companies has discovered an increased potential by implementing more technology. Both 

businesses and customers benefit through saving time and money and it is an effective way to 

reach customers and increase profits. The internet has reshaped how real estate is delivered to 

the consumer (McGuire, 2012). The consumer can access information anywhere and anytime, 

which is one of the prime sectors in real estate. 

2.2.1 Real Estate in Derivatives 

For the last ten years, the Swiss real estate market has been perceived as overheated. Yet, the 

real estate market is one of the categories of investments that perform better (UBS, 2017). A 

real estate derivative is a financial instrument whose value is based on the price of real estate. 

With the technology development and the increased interest in the real estate market, real 

estate derivatives is a natural “next step” in the evolution (Clapp, 2007). Because of the 

significant transaction costs when investing in real estate, derivatives can improve the 

efficiency of the market. It can be used to lock in the value by hedging the market risk (Clapp, 

2007). The major products emerged within real estate derivatives are; structured products, 

swaps, options, and futures contracts. 

2.2.1.1 Structured Products 

Structured products are flexible instruments that can be a supplement to traditional forms of 

investments in financial assets such as equities, bonds, currencies etc. Structured products are 

chosen for those that wants to reduce the risk exposure of a portfolio since it can 

accommodate any risk profile as the risk can be closely controlled (SSPA, 2017).  

2.2.1.2 Swaps 

In a Swap, there are three parties participating, and there is an intermediary who matches the 

contracts in turn for a fee (Clapp, 2007). The swap is usually settled quarterly.  

2.2.1.3 Options 

An option is an agreement between two parties where the buyer has the right but not the 

obligation to in the future buy or sell an asset at a certain price (Bouzoubaa et al, 2010). With 

an option, you can either be long (buy) or short (sell) and are chosen for those that wants to 

have the option and not the obligation.  
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2.2.1.4 Futures Contracts 

Futures contracts are financial contracts where the buyer purchase an asset or the seller sell an 

asset, given a certain amount of money at an immediate or predetermined future date and 

price (Hull, 2012). Futures are highly leveraged investments that are primarily chosen for 

those that wants to either hedge the risk or speculate on the market. Futures exchange most 

often a commodity, a stock or an index rather than physical goods (Futures, 2017). The 

futures are often highly standardized and liquid since they are calculated daily. 

2.2.2 Real Estate Index 

Derivatives are derived from an index as an underlying asset (Bouzoubaa et al, 2010). The 

index measures the performance of an asset or a specific market. A known index in 

Switzerland is made by the Swiss stock exchange SIX Swiss Exchange (Swissinfo, 2017). 

The SIX Swiss Exchange provides derivatives to approximately 130 banks and offers various 

indices. The SMI represent the Swiss equity market and is the most important stock index in 

Switzerland. The SMI is used as an underlying index for many financial products such as 

options, futures, structured products and exchange-traded funds (SIX, 2017). The SIX Swiss 

Exchange also provides specialized sector indices such as the SXI Real Estate Index, which is 

listing real estate shares and funds.  

 

The SXI Real Estate index reflects the price developments of real estate companies and 

calculates that the inclusion of real estate company shares, as well as price, has been paid on 

the day of calculation the bid price is used, see image 5. The real estate in derivative 

instruments indexes has developed in commercial real estate, and are currently being formed 

for other real estate sectors such as residential real estate (Clapp, 2007). Even though there is 

a great interest in real estate derivatives, the potential users should be convinced of the value 

of the instruments. 

 

 
Image 5, An index over the SIX Real Estate companies’ development (Swiss SIX Exchange, 2017) 
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2.3 The Content of Futures Contracts 

As investors has searched for markets to invest in beyond stock or mutual funds, futures 

contracts have been an attractive product to trade (Person, 2004). The first futures contracts 

were negotiated in the late 18ths for agricultural commodities and products, but today there 

can be a futures contract for almost anything that there is a market for.  

The oil market is mainly traded through futures and is one of the most volatile markets. Due 

to the dynamic nature of supply and demand, the price of the underlying asset is constantly 

changing. Trading with futures is attractive since it can lock in the price of the underlying 

asset, which reduces the risk for an asset to rise or fall in the wrong direction. Futures are 

mainly used for those that like to speculate and hedge the risk on the market. One part might 

like to hedge against an existing position, while another like to speculate on future 

movements of the asset (Bouzoubaa et al, 2010).  

The futures are often done on broad and liquid commodity markets where transactions can be 

completed quickly (Futures, 2017). Since futures tend to change more quickly than other 

products such as in the real estate or stock investments, there is a possibility to make more 

money faster. However, it can also cause larger losses than might be the case with other 

investments.  

2.3.1 The Underlying Asset 

The futures contracts consist of a wide range of underlying assets which can either go up or 

down and the prices are determined by the laws of supply and demand. There exist contracts 

for interest rates, currencies, metals, grains, food etc. The investor does not receive an actual 

asset, but rather a commitment today to transact the value of an asset in the future. Futures 

contracts can be compared with options since it invests in an underlying asset but the 

difference is that the investor does not possess the option, but rather is compelled to go 

through with the agreed-upon transaction (Bodie et al, 2011).  

The trader holding the long position profits if the market increases while the trader holding 

the short position profits from a decrease in the market (Bodie et al, 2011). The gold market 

was incorporated within futures in the 90ths which facilitated the process since it made in 

possible to trade on paper instead for needing to store the gold somewhere.  

2.3.2 The Exchange 

To be able to trade an asset on the market the product must be created and presented by an 

authorized exchange. The exchange works as a middleman between the two parts, the seller 

and the buyer. The exchange takes the counterparty risk, which might occur if one of the 

parties cannot live up to the agreement. For each contract, the exchange requires a deposit 

usually called margin of the investor.  

 

The exchange depends on the futures and today there exist several different exchanges. The 

Chicago Board of Trade (CBOT) and the Chicago Mercantile Exchange (CME) are two 

exchanges that merged into the CME Group, which is the largest exchange where future 

contracts are traded (Hull, 2012). Another exchange is Eurex, which is one of the world’s 

leading derivatives exchanges and the world’s largest derivative market place for trading 

futures. Eurex was the first to offer a fully electronic trading platform as opposed to the 

traditional. Eurex is the only European exchange to list property index futures (Eurexchange, 

2016). Eurex currently offers futures within retail, office and industrial sectors. The trades are 

between two parts, with the buyer that buys at a bid price and the seller that sells at an offer 

price.  
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The exchange in the middle creates certain standardized features of the contract which the 

investors can invest in, see figure 1. 

 

 
Figure 1, The trade between the buyer & seller with the exchange (Author) 

2.3.3 The Contract 

There might be a variation in the underlying asset that comes with different contract sizes and 

different maturities, and it is, therefore, important that the exchange specifies the asset to 

make the trading possible. The specification of the standardized contract makes it easier to 

trade and price the underlying asset.  

The price on the contract is decided by the laws of supply and demand. If there are more 

buyers than sellers, the price on the contract will go up, while if there are not any buyers but a 

lot of contracts that must be bought the price will go down (Hull, 2012). It is important to 

strive for a balance between the supply and demand to keep the market going. For a market to 

exist, there must be a liquidity, meaning that the transactions go through. If there is a seller on 

one date but no buyer, the transaction cannot go through. The contract's length is decided by 

the exchange which chose the delivery date to match the needs of market participants to make 

the market as liquid a possible.  

2.3.4 The Margin 

For a futures contracts to occur there must exist both a buyer and a seller. The two parties 

agree to trade an asset at a future date and price. However, there is a risk that one of the 

parties regrets its position and tries to back out or having a problem to honor the agreement 

(Hull, 2012). The margin exists to reduce this risk and works as a deposit for each party to 

participate in the trade. The margin is decided by the exchange but usually, follows the 

market. For most futures contracts, the margin is around 3 percent to 10 percent of the total 

contract value to trace (Person, 2004). The more volatile contracts the higher margins.  

If the investor’s contract increases the margin increase and if it decreases the margin decrease. 

If the investor does not provide the margin, the broker closes out the position, meaning that 

the investor should buy/sell the existing contract at the market value that day with possible 

losses. The futures are settled daily, meaning that at the end of each day the investor either 

receives a gain or a loss that is either added or subtracted from the margin. 

2.3.5 Hedging 

Futures contracts are often bought by investors that like to hedge the position of the 

investment by reducing adverse price movements in the underlying asset. If the price of the 

underlying asset increases, the buyer gains an expense over the seller, while if the price drops, 

the seller gains an expense over the buyer. By taking an offsetting position in futures, the 

investor can balance possible losses in the investment by locking in the future value of the 

asset. The futures contracts can in that way be an insurance for the investor. The real estate in 

derivatives offers greater liquidity than holding an actual property, facilitating quicker 

execution (Clapp, 2007).  
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2.3.6 Speculating 

Futures contracts can be used for speculating on a certain market. With futures, investors can 

gain exposure on the real estate market in less time than it takes to acquire the actual property 

(Clapp, 2007). The investor can benefit from market gains during the length of the 

development. With the possibility to speculate on the market, the investor can participate with 

the market development without the cost of acquiring or managing the underlying property 

(Clapp, 2007). The speculator usually has no interest in owning the product being traded 

(CME Group).  

Speculation often causes increased volatility, which can increase the profits but also the risks. 

After the finance crisis/ housing bubble, institutional investors as well as private investors are 

increasingly interested in the systematic study of risk (UBS, 2017). They saw risk as a 

productive factor since they could earn a premium. The Australian writer John Marsden even 

points out that risk aversion can generate new risks “The biggest risk is to take no risk” (UBS, 

2017). 

2.4 Summary  

The real estate market is nowadays perceived as a great market to invest in due to the 

increasing prices investors can profit from. Nevertheless, as seen in the financial crises 2008, 

a price fall on the real estate market can put lots of people in a loss position since the real 

estate market affect practically everyone.  

The fact that the housing prices in Switzerland are recognized as one of the highest in the 

world makes it an attractive market to invest in. However, the high demand on the Swiss real 

estate market pushes the housing prices up even more which lately has increased faster than 

the wages. This has limited the marker and plenty of people cannot afford to buy a home with 

just their salaries and are forced to take from their pension funds. This creates a risk for the 

future since people do not possess any insurances if there would occur a price fall on the real 

estate market. Therefore, there are both risks and advantages with owning a real estate. 

However, the derivate market has the advantage to mitigate the risk by investing in an 

underlying asset rather than directly in the asset. The interest to invest in real estate in 

derivatives has increased mainly since many are interested in diversifying and investing in the 

real estate market but also since many do not want to own a physical real estate but rather 

profit from the value it might contribute with on the market.  

Futures contracts is a product on the derivative market that is mainly used for investors that 

like to either hedge the risk of the fluctuating price change on the underlying asset or absorb 

the risk to increase the leverage on the investment. To invest in futures contracts, one 

observes the price fluctuations of an underlying asset, commonly visualized in an index. Since 

the futures market usually obtains great liquidity it attains standardized contracts to simplify 

the process. However, the liquidity only exists if there is a functioning market that possesses 

both a buyer and a seller. The buyer and a seller agrees to a future date and price of the 

underlying asset and invest in a contract by paying a margin to the exchange that acts as a 

middleman. 
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3 Method 

 

3.1 Research Strategy  

The research question presented in the introduction section has been managed through 

theoretical literature studies and empirical interviews. The subject has been examined by the 

main research question and a sub-question to help answer the main research question. The 

main research question was formed before the work started, while the sub-question developed 

throughout the work. The theoretical research works as an information ground that drives the 

empirical research (Abend, 2008). The questions were examined by research in the theoretical 

part and then answered by informants in the empirical part. According to Abend, the main 

goal of a theory is to say something about the empirical phenomena in the social world. The 

theoretical part was elaborated to obtain an understanding of the research area. 

The informants were interviewed through an open conversation. This is a method commonly 

used to create flexible discussions, which usually leads to a wider understanding of the 

research area (Vokurka, 2000). The strategy for the thesis has been to discuss important 

factors around the area to get an as accurate understanding of the subject. Since the subject 

treats the real estate market where practically everyone is affected, plenty of informal 

information has been gathered through more general discussions. However, it has also been 

important to do more formal interviews to reliable results. The aim was to include as many 

thoughts and different views as possible to get a richer view of the area. This has been done 

through a combination of half time writing and half time practicing within the trading 

department at the online bank Swissquote. 

3.2 Research Procedure 

The subject has been inspected in association with the online trading bank Swissquote in 

order to appreciate if it is feasible with a connection of online financial services and real 

estate. A major part of the work has been done at the trading department at Swissquotes 

headquarter in Gland, Switzerland. This has made it possible to have a direct contact with the 

employees at the company and a possibility to acquire accurate information through informal 

contact. Besides the informal meetings and the interviews, there has also been more formal 

information through gathering data and specific literature regarding the subject. The 

combination of informal- and formal information has provided a large overview of the area. 

The first weeks at Swissquote started off by practicing the different fields at the department, 

which created an overview of the company and its values. The practicing also lead to a more 

informal contact and discussions concerning the company. After identifying who managing 

what, the right people for each area was questioned for the possibility of being interviewed 

within the expert area. The interview questions were elaborated with the aim to establish the 

most accurate questions, and then send to the interviewers to be prepared before the interview 

dates were set. There were three interviews executed within the online trading bank 

Swissquote, two interviews with professionals from the Swedish information analysis 

company Valueguard, one interview with the Swiss Financial Official statistics (FSO), and 

the one interview with the Zürcher Kantonalbank (ZKB). The three interviews with 

Swissquote was with the CTO Paolo Buzzi, the Head of Equities and Derivative trader 

Thanh-Thuy Tran Le, and the Anonymous trader for Fixed Income & Money Market, which 

all was completed at the Headquarter in Gland, Switzerland. The two interviews with 

Valueguard in Sweden was made over Skype due to the different locations at the time. First 

with Mats Wilhelmsson, the creator of the equation of the HOX Index at Valueguard, and 

then with the managing director at Valueguard Lars-Erik Eriksson. The interviews with the 

Project Manager David Fischbach at FSO and the Senior Equity Analyst Martin Hüsler at 
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ZKB was completed through archival data, consisting of email exchanges and phone calls. 

After compilation of the interviews, the information was incorporated in the empirical part. 

3.2.1 The Purpose of the Research 

To be able to create futures on real estate, the first thing was to understand how futures work 

and how to price it daily through the underlying asset. The practicing in futures contracts was 

completed at Swissquotes Equity, Funds, and Fixed Income departments. Practicing the area 

meanwhile writing the thesis, created a deeper understanding of the use of the product since it 

made it possible to grasp how they manage futures contracts, how they make money on it, and 

how they protect themselves as well as customers. It also provided an overview of the aims 

and values within Swissquote, which facilitated the process to incorporate Real Estate in 

Futures. 

 

The practicing at the Trading department at Swissquote made it possible to discuss with 

experts about mostly the derivative market but also the real estate market, which provided 

inputs that led to changes and developments in the paper. The discussions led to several 

questions concerning the possibility to develop the new product due to its complexity, which 

led to deeper investigations about the subject. The subject managed to stay with the primary 

main research question, while the sub-question changed throughout the work. Since the 

interview questions were prepared in advance, the informants could be prepared and it made 

them able to answer in a freer way, which created more constructive answers. This was 

suitable in this paper since the aim was to develop the idea with support from the informants. 

Hence, it was important to know what the informants felt and thought about the area. 

The interviews with the Swedish company Valueguard, the creator of the HOX Index on the 

Swedish real estate market, generated a better understanding of how it is possible to create a 

market without an underlying asset through an index. The interviews provided information 

about Valueguards experience within the real estate market, the creation of Valueguards HOX 

index, and about upcoming developments. This contributed to information on how to create 

an index that replicates the real estate market, and if a similar index that replicates the Swiss 

real estate market could be created.  

3.3 Methods for Data Collection 

The theoretical part, presented in section two, made it possible to examine the problem area 

and to explain why the empirical patterns are observed or expected (Corley & Shah, 2006). 

To fully understand the area, both quantitative research and qualitative research has been 

used. The quantitative information is mainly used in the theoretical part that works as an 

introduction for the research questions presented in the empirical part. The empirical part is 

developed through qualitative information since the informants generate a detailed 

understanding of the area (Corley & Shah, 2006). The information was collected through 

qualitative research in form of interviews, observation, and archival information, to gather a 

richer view from the people experienced in the area. Through interviews, it was possible to 

acquire information through open-ended but structured questions (Corley & Shah, 2006).  

 

The practicing at the office made it possible to observe and learn from the participant’s 

behavior and the influence. The archival information was acquired through email exchanges 

which provided a better understanding of the subject. These different ways to collect data and 

information has provided a high-quality qualitative research. To be able to answer the 

research questions, it was important to get an overview of Swissquote as a company to better 

understand the products and the needs within the company and on the market. Swissquote 

provides information on their own platform, Swiss DOTS, which has been used both to 



 
 

15 

acquire knowledge of the products and the company.  

 

Through the platform, it is possible to see which and how many products Swissquote has and 

how many trades that are handled. Several tips on where to gather data collection have been 

provided by Swissquote. Swissquote acquires information from websites like Bloomberg’s, 

Telakurs, Morningstar, Fundinfo, Calastone, Yahoo, Comparis etc. Many of these websites do 

not provide the latest numbers unless you have an account. Swissquote has access to these 

websites to be able to retain accurate information to their customers. This has made it possible 

to grasp the numbers and get an overview of the market even though not everything could be 

used in the work due to confidential matters.  

 

Official statistics has mainly been collected through the Swiss Confederation, and the 

Republic and Canton of Geneva, which provides the latest statistics of housing on the Swiss 

market. The Swedish information analyst company Valueguard provides information and data 

through their website. By acquiring the access to their system, it was possible to obtain 

accurate information about the real estate values in Sweden. 

 

By practicing the area daily, it was possible to acquire an overview of the different tools that 

is used in the derivative market. To work with daily tasks has increased the learning of how 

the values changes and how they affect each other. The statistics from the Swiss 

Confederation has been useful since it provides statistics on the Swiss market. Swissquotes 

own platform “Swiss Dots” has been used since it is reliable and gives the latest and most 

accurate data of the different products. Valueguards HOX index replicates the Swedish real 

estate market. Since there is no official index yet that replicates the real estate market in 

Switzerland the HOX index was used as a substantive index for how it could look. The 

archival data gathered through email exchanges provided index and statistics information on 

the Swiss market. 

3.4 Expert Interviews 

In order to explore the research area, there have been interviews performed within four 

different companies. The first company, Swissquote, is related to the derivative market while 

the second company, Valueguard, is related to the real estate market. The two last companies 

are the Swiss Federal Official Statistics (FSO), and the Zürcher Kantonalbank (ZKB), which 

has provided statistics, index, and information on the Swiss real estate market. All the 

selected informants within the companies are chosen due to their expertise within each area. 

The companies and the informants are described in table 2.   

Informant Position Company 

Paolo Buzzi CTO Swissquote - Switzerland 

Than-Thuy Tran Le Head Equities & Derivatives Trading Swissquote - Switzerland 

Anonymous Trader Fixed income & Money 

Market 

Swissquote - Switzerland 

Lars-Erik Ericson Managing Director Valueguard - Sweden 

Mats Wilhelmsson Professor in Applied Financial 

Economics & Developer of the HOX 

Index at Valueguard 

Valueguard - KTH – Sweden 

 

 

Martin Hüsler Senior Equity Analyst ZKB - Switzerland 

David Fischbach Economist, project manager FSO - Switzerland 

Table 2, The interview objects (Author) 



 
 

16 

3.4.1 Swissquote 

Swissquote was founded the year of 1996 by the CTO Paolo Buzzi and the CEO Marc Bûrki. 

The company established first through a technological innovation perspective where the aim 

was to sell software products to other banks. After a while, they wanted to develop and create 

a cheap way to contribute to the market by trading directly online. Swissquote became the 

first in the world to provide real-time data for free to private investors on the Swiss Stock 

Exchange. In the year of 2000, Swissquote Group Holding Ltd (SQN) was listed on the SIX 

Swiss Exchange and in the year of 2001, they became the Swiss leader in online trading and 

financial services (Swissquote, 2017). By the year 2010, the online trading was created, and it 

touched the international market and acquired the MIG Bank in 2013. Today, Swissquote is 

offering innovative solutions to more than 200,000 clients on over 60 stock markets in over 

40 countries. They provide different derivate products on their own simple, reliable, financial 

platform “Swiss DOTS”.  

The Swissquote Group is headquartered in Gland (Switzerland) but it also offers offices in 

Zurich, Bern, Dubai, Malta, London and Hong Kong. The trading organization consist of the 

departments Fixed Income, Money Market & Investment Funds and Equities & Derivatives. 

The trading department offers several products such as Shares, Options & Futures, Warrants 

and Structured products. All these products have seen a sharp upturn in number, as can be 

seen in image 6. Also, the number of clients has increased and Swissquote empowering over 

200,000 private investor and institutional clients. Swissquotes vision is to become the world’s 

preferred partner for online trading (Swissquote, 2017).  

 

 
Image 6, Swissquote Universe mid-October 2016 (Swissquote, 2016) 

3.4.1.1 Paolo Buzzi 

Paolo is the CTO and one of the creators of Swissquote since the creation in the year of 1996. 

3.4.1.2 Than-Thuy Tran Le 

Than-Thuy has been working at the Trading department in Swissquote since 2011. She started 

at the Trader Equities and Derivatives department as an authorized officer and is now the 

Head of Equities & Derivatives Trading as an associate director.  

3.4.1.3 Anonymous 

Anonymous has been working at the Trading department at Swissquote in 7 years.  
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3.4.2 Valueguard 

The Swedish company Valueguard is an information analysis company that evolved in 2007 

with the aim to change the market for the owner-house market. The idea was to create a new 

financial market in form of a property price indices over the Swedish housing market. 

Valueguard wanted to create a housing price indices for insurance products, and they 

contacted the Royal Institute of Technology for the help of the creation of the index. The 

equation for the HOX index was constructed by Mats Wilhelmsson and Han-Suck Song at the 

Royal Institute of Technology. After the index was finished in the year of 2009 Valueguard 

contacted NASDAQ for production and distribution of the index. NASDAQ is the distributor 

of the “Nasdaq OMX Valueguard KTH Housing Index” (HOX). NASDAQ was chosen due to 

its trustworthiness on the market. This far the HOX Index works as a free product but if there 

would be products applied at NASDAQ there would be a free split between Valueguard and 

NASDAQ. Valueguards goal is to in the future get a cash flow and apply products on the 

index but it takes time to build up a trustworthy index. 

3.4.2.1 Lars-Erik Eriksson 

Lars-Erik is the managing director at Valueguard Index Sweden AB since the year 2013 but 

has been at the business development at Valueguard since the year 2008. Lars-Erik is a 

housing statistician that works with the statistics production. 

3.4.2.2 Mats Wilhelmsson 

Mats is a professor in Applied Financial Economics at the Royal Institute of Technology 

since the year of 2008, and is the developer of the HOX Index at Valueguard from 2007. 

3.4.3 Swiss Federal Statistical Office (FSO) 

The FSO, is the national service provider and competence center for statistical observations. It 

delivers statistical information on prices and their evolution in numerous sectors of the 

economy.  

3.4.3.1 David Fischbach 

David is an economist, project manager at Swiss Federal Statistical office (FSO) in Neuchâtel 

in Switzerland, and the creator of the national construction price index. 

3.4.4 Zürcher Kantonalbank (ZKB) 

ZKB is the regionally anchored and globally networked universal bank with a unique 

combination of customer proximity, competence and responsibility. 

3.4.4.1 Martin Hüsler 

Martin is a Senior Equity Analyst at ZKB in Zürich in Switzerland.  

3.5 The Conductions of the Interviews  

The interviews at Swissquote was performed at the office in Gland and all lasted about 1 

hour. The interviews were not recorded due to confidential reasons; however, I consider the 

essential information to the questions gathered. The first interview was with Than-Thuy, 

which conducted a description throughout the precision of futures contracts in Swissquote. 

The interview with Anonymous concerned the Swiss real estate market and the bank rules in 

Switzerland. The interview with Paolo concerned how Swissquote emerges, Swissquotes 

current position, future, and possibilities to create the REF in Swissquote.  

 

The interviews with Valueguard was performed over Skype due to the different locations at 

the interview moment. To be able to perform the interviews in a calm environment, meeting 



 
 

18 

rooms were booked, and each interview lasted approximately 1 hour. The interview with 

Wilhelmsson mainly concerned how the HOX Index was constructed and the possibilities to 

create a similar index for the real estate market in Switzerland. The interview questions were 

prepared and sent out before the interview. Since Wilhelmsson already was familiar with the 

subject, only a short introduction of the work was needed before it was possible to discuss. 

This created an interesting discussion about the questions but also around them. The interview 

with Ericson was also performed over Skype and was recorded. As well here, the questions 

were prepared before and send out on mail. Ericson was aware of the research area due to 

similar research for such a product has been made at Valueguard. This created a deeper and 

accurate discussion of the subject and provided good answers to the questions. The interviews 

with Martin Hüsler at ZKB and David Fischbach at FSO was gathered through archival data 

performed through emails and phone calls. The contacts occurred through emails, and the 

answers were received on the same day. The ZKB provided information, both informally over 

the phone and later sent an email including indices over the Swiss real estate market, as well 

as other information about the Swiss market. While the information with the FSO was 

exchanged through repeating email conversations.  

3.6 Criteria for the Study’s Creditability 

The research of thesis is done with an interest to acquire high-quality work, and 

trustworthiness, which is one important criteria to acquire quality (Corley & Shah, 2006).  

3.6.1 Validity 

The validity of the study shows whether the generated conclusion truly coheres with the 

investigated question (Lindén, 2011). The external validity must meet the transferability 

criteria (Corley & Shah, 2006). This is done through a detailed description of the concepts 

used in the theoretical part and is taken into consideration within the study to see if the 

findings also can be generalized to a different situation in the real world. The internal validity 

meets the creditability criteria through member’s checks by the informants, through feedback 

and repeatable checks (Corley & Shah, 2006). This study investigates the internal validity by 

looking whether there exists any causal relationship within the study. It is relevant to observe 

the affect the interviews questions might have on the specific study in question. 

3.6.2 Reliability 

The reliability of the methods and procedures have been taken in great consideration to derive 

as reliable results as possible within the study. It is important that the thesis fulfils both 

external and internal reliability. The findings are explained in sufficient detail throughout the 

whole study since it is aimed to be replicated as a ground for further research and to realize 

the external reliability. The information must be available for other researchers to accept the 

drawn conclusions (National Academy of Sciences, 2009). It is important that the researchers 

support the methods and the drawn conclusions within the study if they are to verify and build 

on that research. When it comes to internal reliability, the study is maintained by regularly 

checks by several researchers and the thesis is built on a combination of their expertise to 

create reliable results. This thesis consists of great confidentiality due to the collaboration 

with the company Swissquote. The rapidly changing environment within the digital 

technology creates challenges since some data might be inaccessible. It was therefore of great 

importance to be clear with the treatment of the data, which must undergo extensive analysis 

before being documented (National Academy of Sciences, 2009). 
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4 Findings from Expert interviews 

 

4.1 The Possibilities on the Swiss Real Estate Market 

Switzerland is an attractive market to invest in due to its low-interest rates and an appealing 

business model of mortgage (Tran Le). This has made the Swiss banks managing a lot of 

money, and in turn formed a strong franc. However, due to the large volume of money the 

banks are handling, the banks have acquired a negative interest rate. To reduce foreign capital 

in the Swiss banks, many has incorporated the policy that if customers want to place more 

than CHF 1000’000, they must pay the bank for keeping their money, instead of the other 

way around. To avoid this, some customers’ chosen to split the money into different banks, 

while others invest their money in trading products. Another alternative would be to invest in 

the real estate market. However, with the high housing prices in Switzerland, the people 

usually need to obtain a loan from a bank to enable the purchase. For a couple of years ago, 

people could use their own savings account, pension fund money, or third pillar savings to 

have the 20% of down payment (Anonymous). However, people used their pensions fund 

money to enable the deposit, which involved a large risk for not having any money left for 

future pensions. In the year of 2012, FINMA presented new minimum standards for mortgage 

financing. The new rules decided that maximum 10% could be taken from the pension fund 

and that 15% must be reimbursed in 20 years. These standards required down payments by 

borrowers and an amortization that was meant to reduce the strong mortgage growth in the 

residential sector. 

 

The new standards influence both banks and people since fewer loans can be made. First 

people were demonstrating since they believed the new requirements would slow down the 

market, but it has realized to have a wealthy effect on the economy. It has also shown an 

effect on vacancy rates, which have seen an increase in the last years. This might be the 

reason for the stabilized prices on housing, however, the prices are still higher than most low 

and middle-income households can afford. 

The Swiss market is known for sticking to the rules, however, this might not always be true. 

The fact that the low to middle income households usually has difficulties affording to buy a 

property is mainly due to the high prices. Nevertheless, it might also depend on the people 

you know, which creates a so-called “grey” market (Tran Le). Meaning that, due to the high 

demand, more people are queuing on the same property, and even if you are first in line, it is 

usually someone that knows the broker or have other inside contacts that acquires the 

property. The Swiss market has a “voting system” where inhabitants in each canton vote if a 

project will go through or not. This system especially inhibits the process of constructing new 

properties. Furthermore, if you attain most votes to go through with the construction, you still 

must get the permit to start building, which usually take several years. As a foreigner, you are 

not allowed to vote until you have lived in the country for at least 10 years and converted to a 

resident. These rules complicate the process of acquiring a home furthermore. 

4.1.1 Speculating on the Swiss Real Estate Market 

The Swiss government does not aim for the increased speculation on the Swiss real estate 

market. To avoid speculative behaviour on the real estate market, there is a physical rule 

made by the Swiss authorities that say that if you buy a property and chose to sell it, the seller 

must pay a tax on the profit (Anonymous). The longer the property is owned the lower the 

amount to pay, which usually works as an incentive to stay in the property and not sell it right 

away. Because of this rule, and the problem acquiring a property on the Swiss market, there is 

an increased interest to speculate on the France real estate market due to lower prices (Tran 
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Le). The aim is to buy a property on the French market with the goal to refinance the profit as 

a deposit on the Swiss market. To acquire a loan in France, you need 10% deposit or 30% as a 

foreigner. This is usually still cheaper than to pay the 20% deposit which is common on the 

Swiss real estate market. Tran Le agrees that for those that just want to speculate on the real 

estate market with the aim to make a profit, the alternative to investing in REFs could be a 

good option since it could have a similar effect for money to grow with the market 

development. 

4.1.2 Hedging on the Swiss Real Estate Market 

The imbalance that occurred in the Swiss mortgage and the real estate market had a lot to do 

with bankers lending. People lending to much money without security puts the bank in a risk 

that you cannot pay back the amount. To avoid these risks banks introduced stricter regulation 

inform of the CCyB and FINMA. The new restrictions work as a real hedge for banks, but 

people are afraid that the country would make large losses on it (Anonymous). However, the 

volume went down and it has shown that it works well with the new requirements and the 

banks still profits and has also decreased the risk of defaults in Switzerland. The stricter 

regulation and the fact that banks have insurances at other companies makes the banks 

secured if a price fall would occur on the market.  

However, since the banks become more challenging, people faced problems with acquiring 

loans. “It is very common to see the new generation of people getting help from parents, or 

grandparents to secure new housing deals – basically taking help from family members,” says 

Anonymous. There are not many alternatives, however, according to Anonymous, the best 

thing might be to start to rent on the market to save some money. Nevertheless, people save 

money to be able to buy, but they possess a large risk if the prices would go down. 

Nevertheless, if you own a property and the market decreased, the best thing might be to wait 

since the market probably won’t go down so much that you lose money. “You do not lose on 

any investment until you close the position” cited by Anonymous. However, the REFs 

product could still be preferred by people at the market, which wants to hedge their 

investments or wants to speculate on the real estate market.  

4.1.3 The Demand on the Swiss Real Estate Market 

After the financial crises, it was harder to work with real estate since people had lost a lot of 

money in real estate. It was also hard with the creditworthiness since the problem was at the 

bottom created by real estate, which made it hard to create new products on the real estate 

market (Ericson). Even though the Swiss market was not badly damaged after the financial 

crises, and the housing market remained stable, most people was still careful to invest in the 

real estate market anywhere in the world. However, Ericson says that the interest to invest in 

the real estate market gradually has started to renew on the market in the two last years. With 

the growing demand, the Swiss market has seen a rapid increase in house prices. The fact that 

most people want to live close to the city centre, or at least where there is good 

communication in to the city, increases the demand on certain territories, which makes the 

demand exceed the supply in those areas and leaving other parts vacant. The problem with the 

demand exceeding the supply increases the prices, especially in the city centre. “One 

important thing to note is that the demand for houses and apartments under 1.5M CHF is 

extremely high” states Anonymous. 

The limited owner-occupied market increases the demand for rental housing since it is 

cheaper and creates a possibility to save some money (Anonymous). Many waits to buy a 

property and instead watches the market, with the hope to see in which direction the market 

goes. The high demand for rental apartments has almost doubled the prices on the rental 
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market in many places in Switzerland during the last two years, which has come to exceed the 

owner-occupied market. In fact, the high demand makes the landlord able to put rents over the 

market price since there always is someone in the line that will pay the high rent. The tenants 

blame the landlords for the problem that these artificial rents make consumers saving instead 

of consuming on the market. In turn, the high rental prices have increased the interest to own 

since it will be more worth in the long run. The trend seems to be that the housing prices are 

smoothing and the prices are not estimated to go up in the 2-3 years, longer than that is hard 

to estimate says Anonymous. Even though the market is estimated to stabilize, the high prices 

will not go down as residential real estate continues to be in demand and mortgage rates will 

remain low around 1%, which is below the long-term average of 5%. Nonetheless, even 

though the average home ownership is lower than the renting properties, it is important to 

keep the mortgage rent down to not trigger a price correction on the owner-occupied housing 

market. However, the construction cost is decreasing which might lead to a satisfaction of the 

demand in some areas. The fact that the highest demand in major urban areas where there is 

not enough land to build on makes it difficult.  

4.1.4 The Supply on the Swiss Real Estate Market 

Switzerland is a small country consisting of mountains, lakes and wine yards. The fact that 

there does not exist much land to build on in Switzerland makes the demand exceed the 

supply. If you acquire land to build on you normally must wait several years to get the permit 

to build. If the land is cultural such as a former wine yard, you might have to wait 50 years for 

the permit to build. The government aims to shorten the long waiting time to approximately 

1-2 years (Anonymous). New construction in Switzerland is increasing, but due to the lack of 

land, the constructors construct more but smaller apartments. However, there is always a risk 

that too many new buildings are constructed since the future demand is unknown and it is 

hard to appreciate if it is going to be needed.  

The rate of vacant houses for 1998 was at 1.85% for Switzerland and today it has fallen to 

1.30% in June 2016, in Geneva only at 0.45%. This means that demand has been consistently 

absorbing the offer since decades. The rate of growth has shot to record high since 2010 and 

has increased ever since (Anonymous). Another high impact on the house prices in 

Switzerland is the low rates. After the year of 2008, the rates went down from 4.5% to 

approximately 1.5% in 2016, see image 7. This caused a “boom” in the mortgage market. The 

reasons are mainly since the majority want to live in urban areas, which creates territories on 

the real estate market; the concentration in the urban areas and near the lake is high, while 

there are other areas where no one chooses to live. That is why the FINMA and the Federal 

Council have brought new measures to fight this rising bubble 

 
Image 7, Fixed-Rate Mortgages: Evolution (Comparis, 2017) 
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The second is the vacancy rate, which decreased from 1.85% in the year 1998 to 0.90% in the 

year 2009, see image 8. However, during the last couple of years it has increased and in the 

year 2016, it was around 1.35%. Basically, rates went lower after the 2008 crisis, this had a 

direct consequence of the housing market. These lower rates attracted people towards 

acquiring homes, which would subsequently have lower rent to pay. The main consequence of 

this is that the housing market went skyrocketing (Anonymous). 

 

 

Image 8, Rate of vacant dwellings (Comparis, 2017) 

4.2 Futures Contracts in Swissquote 

Being the Swiss leader in online trading, Swissquote offers a range of different products, see 

image 9. Among them, approximately 1 million Options & Futures. The difference between 

the options and the futures are mainly that in the futures, the customer does not have an 

option but rather obligates the investor to buy or sell at a predetermined date and price. 

Futures contracts are also more expensive than options, leading to mostly VIP-clients trading 

on the futures market. 

 

Swissquote introduced the first futures contracts manually in the year 2003 (Tran Le). Futures 

are an attractive product to invest in for those who would like to hedge the risk or speculate 

on the market. In the year 2016, there were more than 200’000 trades of futures within 

Swissquote. Only in March 2017, there were over 16’500 orders concerning futures products, 

and the number of client accounts is today exceeding 300’000. 

 

 

 
Image 9, Equities & Derivatives in Swissquote 2016 (Swissquote, 2016) 
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4.2.1 The Customers 

Swissquote has client relationships, where it helps the client to the market and manages the 

counterparty risks. As a public bank, Swissquotes aims to provide everyone with the 

possibilities to trade (Tran Le). In private banks, it is often the opposite since they usually 

focus more on certain customers acquiring higher profit and consisting of higher margins. 

Swissquote trades futures all over Europe, US, Asia, and, most of developing countries in 

Latin America. However, there are more customers on Eurex than on CME, and therefore 

more customers from Europe. According to Tran Le, the clients that are trading futures are 

usually more familiar with trading and have more knowledge regarding trading than others. 

To trade futures, the client must complete a test on the Swissquote websites. Swissquotes 

main customers are retail, which prefers options since they are cheaper than futures. 

4.2.1.1 To Attract and Retain the Customers  

There are two main elements to attract customers; the first is the accessibility (technically and 

in term of knowledge) and the second is to have the right cost (Tran Le). In most banks, 

trading futures is not that accessible as you should go through a Customer Relationship 

Management (CRM). The fact that Swissquote services are online tradable and the fees are 

much lower than most other banks, is a way to make it more accessible to most of the people 

(Buzzi). To retain customers, there is one major element; the quality of the service in term of 

trading (Tran Le). Approximately 80% of Swissquotes clients’ acquirer trading accounts, 

while approximately 10% attains savings accounts, see image 10. This division shows that the 

main customers have knowledge within more advanced banking and derivative products.  

 

 
Image 10, Client accounts at 31 December 2016 (Swissquote annual report, 2016) 

4.2.2 The Specification of Futures Contracts in Swissquote 

Swissquotes manage futures contracts and structured products (leverage products) such as; 

Warrants, Spread Warrant, Warrant with Knock-Out, Mini-Futures, and Constant Leverage 

Certificate, which can all be found at Swissquote websites. Structured products are provided 

by a bank, usually over the counter (OTC), and are more complicated than futures, that are 

traded through an exchange, in the manner that the products are unique and differ from each 

other (Tran Le). However, it leads to cheaper contracts compared to futures.  

4.2.2.1 The Exchanges 

Since Swissquote is not a private bank, it cannot act as an exchange and are not allowed to 

present futures contracts themselves, instead the contracts must be presented by an exchange. 

“We don’t really have an influence on any exchanges but we are a member of Eurex,” says 
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Tran Le. Swissquote act as a broker between the client and the exchange. It can be one or 

more brokers between the client and the exchange, and the margin is paid between all. The 

client pays a margin to Swissquote for each contract it wants to invest in. In turn, Swissquote 

pays an order to the exchange. To trade futures either we are a member of the exchange or we 

should trade through a broker.  

4.2.2.2 The Contract  

Swissquote provides futures with standardized contracts through the exchange. The futures 

are listed and does not have a “knock-out” level. Swissquote also provides “mini futures” 

within the structured products, which has a “knock – out” level, which means that they are 

open-ended and thus have no predefined term to expiration. The risk is that once the product 

is knocked-out the position is flattened (Tran Le). The contracts for the REF would look like 

other futures contracts. The exchange set the quote to note us, and the quote will depend on 

the structure of the underlying asset.  

4.2.2.3 The Margin 

To invest in futures, the investor pays a margin to the broker, in this case Swissquote, which 

act as a middleman on behalf of the client and the exchange. “As Swissquote trade listed 

futures we take a fee per contract,” says Tran Le. The margin works as a deposit to make sure 

that the customer can cover the possible loss occurred as daily fees. It is the exchange that 

decides the margin.  

How the margin is set differs depending on the exchange but they are often based on the 

recommendation of the market. However, it can differ depending on how the portfolio looks 

and if one product might cover another than the margin might be lower. The margin might 

vary with the expiration date. Often the longer contracts the higher margin, since it can 

happen more on the long run. However, it is usually around 5-10% of the contract value.  

The margin works as a deposit for Swissquote in case the client will make a loss and not be 

able to pay back the whole amount. In case the client cannot stand possible losses Swissquote 

will give the client several requirements to either split the orders, cut loss some investments, 

or come with more money (Tran Le). The protection is the margin requirement to manage the 

risk of volatility. The margin requirement is supposed to protect the customers as well. 

However, it is important to do a clarifying of the client, and the contracts will be made 

depending on the creditworthiness the investor possesses. The client should be able to handle 

the variation of the margin, which could move a lot says Tran Le. The high margin cost make 

futures less traded that options on Swissquotes platform. 

4.2.3 The Swiss DOTS 

Before the year of 2012, Swissquote placed all their products at the SIX Swiss Exchange. Due 

to a range of available products on SIX Swiss Exchange, high costs for issuers, and a high 

customer interest, Swissquote created the platform “Swiss Dots” (Tran Le). The Swiss Dots 

concept is to be a platform that processing leverage products including a wider range of 

products, and with an attractive cost for the client.  

The Swiss Dots has since the introduction in the year 2012 more than doubled (per month) in 

trades until the year of 2015, and it has now risen above the SIX Swiss Exchange in users, see 

image 11. The main reasons might since Swiss Dots provides the same products as the SIX 

but offering cheaper trades. Also, the fact that the Swiss Dots are entitled to several products 

while the SIX are limited makes it more attractive. However, Swissquote still uses the SIX as 

a platform due to the variety of places for the clients to place their trades.  
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The issuer pays Swissquote to place their products at Swiss Dots. The issuers on the Swiss 

Dots are UBS, Goldman Sachs, Commerzbank, Deutsche Bank and the new issuer Vontobel 

(Tran Le).  

 
Image 11, The volume of the trades at Swiss DOTS (Swissquote, 2016) 

4.2.3.1 ePrivatebanking 

Swissquote is born digitalized and is always looking for new ways to develop. The 

ePrivatebanking are developing new ways of the asset manager to let the client set the 

objectives and build their own portfolio (Buzzi). In this way, they can be managing assets for 

the retail clients but still, the clients have the control. This provides the clients, whatever their 

experience, with all tools in terms of technology, algorithms, and artificial intelligence 

management of the massive amount of data which are all available today. The aim is to allow 

them to set their own strategy which suits them best, and it is computer controlled, that its 

portfolio is at all times compatible with its aims and parameters which the client has set. If 

creating an algorithm for the REF product, it could be possible to apply in the same way. This 

would allow a wider target group to trade the REF. 

4.3 Incorporate Real Estate in Futures 

The technology development has empowered the creativity on the market, which makes it 

possible to create products like Real Estate in Futures (REF). It is probably easier to create a 

web-based service today compared to 7 years ago (Ericson).  

4.3.1 The Possibility to Create a Market for Real Estate in Futures in Swissquote 

The US market is usually first with new products, which is mainly since they are developing 

faster compared to other countries (Ericson). However, more companies are today 

incorporating technology within the business. This increases the possibility to create new 

products on the real estate market, which leads to increased creativity on the market 

(Ericson). Swissquote was born digital and transformed into finance by a chance (Buzzi). 

There was a demand on the market for easy, accessible, and cheap online trading tools, and 

Swissquote happens to find a way to generate that. This created a way for the client to control 

the bank since it could access real-time data, which Swissquote were the first to contribute 

with.  
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The uncertainty on the market created an increased demand to own in the bank, but the 

customers did not always have the time and knowledge to manage the trading market (Buzzi). 

In the year 2010, Swissquote created a new ePrivate Banking service, an electronic asset 

management for discerning clients and could manage the tradings for the customers. The 

customers only had to fill in some requirements, and the rest was accomplished by the 

computers. To get futures online they need to be listed on an exchange. “Data providers like 

Reuters must be able to send us the data on the concern future so we can show it online”, says 

Tran Le. However, it might still be hard to develop the product REF since real estate is more 

complicated than many other assets (Ericson).  

4.3.1.1 No Underlying Asset 

Futures contracts are based on an underlying asset represented in an index.  

Since real estate does not possess a trustworthy underlying asset it is hard to measure the 

market. The complexity within real estate makes it hard to create a market for REFs. To be 

able to create a REF there must be an index that accurately reflects the real estate market. It 

would be expensive for Swissquote to create REFs since they cannot create and present the 

product themselves, it must go through an exchange (Tran Le).  

4.3.1.2 No Official Housing Price Index  

An index is of importance for independent and additional partners that want to invest in a 

market. There has been a lack of a trustworthy index to use when applying real estate as a 

liquid market (Ericson). Valueguard created the HOX index with the aim to measure the 

market and prepare the investor for the market developments and to make it possible for new 

derivatives to connect to the real estate market. However, it is hard to create an index that 

reflects the market correctly (Wilhelmsson). The numbers of the indexes calculated by private 

consultants might be based on real transactions; however, they are not always showing the 

same trend and cannot be counted as trustworthy (Fischbach). With a prepayment, the risk of 

default is higher and it is, therefore, important that the index is trustworthy, has quality, 

robustness, and is accrual (Wilhelmsson). The longer it is visualized, and the more people that 

get to know the index, the more people will use it when products are placed on it. 

 

It does exist public real estate indices in the US, the UK and in Sweden, but not yet on the 

Swiss market. The Swiss market has some real estate indices made by private consultants that 

use the indices as a side product of their core activity for marketing reasons. However, the 

real estate market is very important in Switzerland, even if the quote of renters is the highest 

in Europe (Fischbach). “The need for such numbers is clearly there and that is why the 

politics mandate us to develop this statistic,” says Fischbach. Today you have to rely on the 

numbers provided by the private consultants you know as a side product of their core activity 

for marketing reasons, based on the data they can access, in form of real transactions of 

customers and advertising. They are not always showing the same trend, so a choice among 

them before the introduction of the official index could be hard. The WuP Index sponsored by 

the SNB is sometimes tagged as "official" and shows long time series back to the '70s. 

However, it is not based on real transactions but on advertising, which is the only viable way 

to calculate something back. Looking at individual transactions data, a private data collection 

of UBS, Credit Suisse and Zürcher Kantonalbank mortgage-backed transactions, is available 

at SRED (Swiss real estate data pool). The ZKB tried to develop a price index to create the 

underlying asset for financial products. Their index exists, the products not (Fischbach).  

 

The fact that Switzerland does not yet have a trustworthy real estate index is partly due to that 

the market is not liquid enough. However, the FSO is working to provide an official real 



 
 

27 

estate price index by the end of 2018 (Fischbach). However, a disadvantage might be that the 

index will be updated quarterly, which will be problematic since the customers only will be 

able to buy/sell a contract once every fourth month (Tran Le). To create an index that could 

be updated every day would need a lot more liquidity.  

 

An alternative might be to create an index for the whole European real estate market. 

However, there are two main issues according to Fischbach. The first one refers to the 

homogeneity of the market. Since the US are one political system, with one money, same 

legal framework, mobility etc., it is easier done than in Europe, where several barriers and 

differences among countries make it difficult to consider the whole Europe as one market. 

Second, more practical, the different systems across Europe make almost impossible to 

retrieve the same data in the same way overall. To create a daily index for about 30 countries, 

might be like the quantity of data to a monthly index for 1 country, so theoretically it should 

not be impossible due to the quantity of transactions (Fischbach). However, with 

heterogeneity increasing overall Europe, it involves a large risk. Unadjusted residual quality 

changes could be bigger than the pure price evolution at the day level. There is a risk that if 

there is only one index, it would not cover the whole market (Buzzi). 

4.3.1.3 No Liquidity 

The contract for futures is usually not longer than 3 months, which makes it not the most 

appropriate product to place real estate in due to the slow market where not much happen in 3 

months (Tran Le). The most traded futures are within the oil market, which has a lot of 

liquidity on short contracts. The longer contracts within futures are not that liquid. On the 

Swiss market, it could be hard to get any liquidity on the slow real estate market. Also, the 

fact that it must exist two parts, one buyer and one seller to create the market might be hard 

with the limited Swiss real estate market. In the US, it is easier since the market is larger and 

more liquid and the markets are more developed than the Swiss.  

 

On the Swedish market, Wilhelmsson says that it was a long road to creating a trustworthy 

product. The HOX index evolved in 2007 to measure the Swedish real estate market and was 

then presented on the trustworthy exchange NASDAQ in 2011, but not much has happened 

after the launching of products and services. Several products are linked to it, but not yet 

placed on the index. This is mainly since it is hard to find international investors that want to 

re-insurance against a price fall in the market. The problem is mainly due to the strong 

Swedish market, which would probably be the same case in Switzerland (Wilhelmsson). 

However, there has been some real estate companies that want to reinsure for newly built 

apartments. They ask the buyer to write a contract that they will buy the apartment in one year 

and if the prices go down you have the insurance. However, due to the increase in prices on 

the market, not many takes the insurance and instead takes the risk. It is hard to get the market 

liquid, a lobbyist with a lot of knowledge that could sell in the insurance might help thinks 

Wilhelmsson. To be able to create a market, there would probably be need of a lot of door-

knocking according to Ericson. According to Tran Le, the best way might be to implement the 

REF in a regular bank since the customer also consist of those not into the derivative market. 

The regular bank could handle the publicity through introducing and suggesting the REF 

product to customers. 

4.3.1.4 No Standardized Contracts 

Futures contracts are standardized to simplify the contracts (Tran Le). Real estate is 

characterized by several different aspects such as age, quality, size, and location etc. The 

variance real estate makes it hard to create standardized contracts. To be able to implement 

real estate, into standardized contracts, there might have to be several different indices 
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representing different properties such as regular standard contracts and upward contracts says 

Anonymous. Ericson says that there only needs one index made by an average apartment in 

an area chosen depending on the actor, but also where there are high prices and a lot of 

volatility. That apartment could then work as a benchmark that the rest of the market is 

following. 

4.3.2 The Effect of Real Estate in Futures 
The REFs could bring great benefits to the real estate market since it could both hedge the 

risk, as well as maximizing the return on the real estate market by facilitating short sales. 

However, it might not decrease the gap between the demand and supply on the market and 

allow a larger target group to participate, since it is too different markets (Anonymous). 

According to Tran Le, “It depends…. but I doubt that will really have any effect on other 

futures as most clients use futures to a speculative purpose”.  

 

There might be a risk that the REFs will go away from the real market and no longer reflect 

the real estate prices. Tran Le says that as happen with the CHF, which is a sure value and it 

has increased to high levels, which in turn affected the products and the export in Switzerland. 

If comparing the trades of CHF with the REF, the risk is that the same could happen. If the 

product REF went up to high levels and became liquid, the margin probably would increase 

and the actual real estate market might go up, perhaps as seen with the crude oil. Anonymous 

states that in the year 1980, futures contract reflected the real market, but today the futures do 

not reflect the market. Since people started to speculate it gets uncorrelated. This can be seen 

in oil futures, where hedge fund speculating on the futures market went down between 2014-

2015 but still on levels that reflected the market. However, in the year of 2015-2016, it went 

down levels that no longer reflected the real market. The fact is that futures in the real estate 

market could lead to that it won’t longer reflecting the real market. However, this situation 

was created mainly since the oil and gold today are bought on the derivative market instead of 

the real market. Anonymous states that even if the gold and oil asset went away from the real 

market, it probably will not happen within the real estate market since the physical real estate 

market will always be needed because people will always need somewhere to live.   
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5 Analysis & Discussion 

 

5.1 The Possibility to get into the Swiss Real Estate Market 

The demand on the Swiss real estate market is high. However, the market is estimated to 

stabilize, partly since the population growth is reassuring, and partly since the construction 

cost is decreasing, which makes the developers able to construct more and smaller 

apartments. Due to the high demand, the housing prices is not estimated to go down and the 

middle and low-income households will continue facing problems to get into the real estate 

market.  

According to the theoretical findings and the interviews, the best alternative seems to be to 

start to rent to be able to observe the market, and usually since you can save money by buying 

in an own home. However, to own a home is a better alternative in the long run, especially on 

the expensive Swiss real estate market. The Swiss real estate market is a rental market, which 

makes the increased demand push the rental prices up and inhibits the possibility to rent. This 

is mainly the takes in urban areas since the majority want to live in the city. This creates 

certain territories on the Swiss market where some areas have a high demand and high prices 

meanwhile others do not. One might think that this would be a good opportunity to build 

more on those areas where the prices are lower to spread out the demand. However, due to the 

lack of land to build on in Switzerland, it is still hard to increase the supply enough to match 

with the high demand. The fact that the housing prices increases faster than the wages 

contributes to people’s need for mortgages. However, the stricter bank restrictions have made 

it harder for people to acquire a loan. People has been forced to take from their pension funds 

to be able to afford to buy a home. However, without any insurance for a price fall on the 

market, it creates large risks. 

5.1.1 The Demand for Real Estate in Futures 

Even though people has been pessimistic about the market developments due to the regulated 

mortgage lending’s and the high prices in housing prices, the consumer climate has improved 

significantly in 2017. The Swiss bank is an attractive place to invest money in, however, the 

negative interest rate makes some customers looking for other investment alternatives on the 

market. The interest to invest in real estate has increased since many has profit from the 

increasing prices and people believe it might go on. The interest in real estate has also 

increased within the derivative market, and more companies has incorporated real estate 

within the company, and investors has chosen to buy shares in real estate companies to 

diversify on the market. However, the fact that the real estate companies only reflect the 

company’s value on the market, creates a demand for a product that reflect the whole real 

estate market. This could be seen in real estate in derivatives which exist mainly on the US 

and UK market. However, there are difficulties creating the product which has left the area 

quite undeveloped.  

The increased interest to invest in the real estate market, either on the physical real estate 

market or in the derivative market through real estate products, has created a demand for new 

alternative investments within real estate. Since nearly everyone can relate to the real estate 

market makes it a natural place for consumers to invest in. However, not everyone has the 

time to invest in the real estate market due to the long process and others might not have the 

knowledge on how to invest in derivative products. These means that it appears to be a 

demand for an easy and fast alternative on how to invest in the real estate market. The trend in 

technology development increases the possibilities to be creative, and create innovative 

solutions for new products. Since technology facilitates a lot on the market, the customers 
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demand on online business has increased, which has made more companies transforming into 

more digitalizing to be able to meet the customers demand.  

5.2 Incorporate Real Estate in Futures 

The decision to invest in the physical real estate market or to invest in real estate in 

derivatives are two different investments. As mentioned above, the real estate market is more 

physical and for many investors can feel more real. However, it is usually more complicated 

to invest in the real estate market since it depends on several factors such as location, size, age 

etc. The process when buying or selling a property usually consists of a long process 

including inspections and agreements where several needs from the customers should be met, 

and a lot of time, effort and expertise must often be put in. These factors make the housing 

market illiquid since it usually cannot be sold or bought right away.  

 

To invest in real estate derivatives is more liquid. However, it also involves complications 

and risks. First, to even decide which product that would be the most suitable to place real 

estate in is difficult. This research has studied the alternative to investing in futures contracts, 

however, there are other products that might be more suitable for real estate. Nevertheless, 

futures are liquid products that can make it possible to buy and sell a property direct, which 

might make the slow real estate market more liquid. It would facilitate the process of 

investing within the real estate market since the investor would not need to possess any 

specific knowledge besides the general real estate market, and must not learn about all the 

specifications within real estate. The simplicity with futures is that it would ensure the real 

estate holdings by for example buying a property in reality and selling it on “paper”. 

Applying real estate within futures contracts could enable the implementation of quick, low-

cost and dynamic real estate strategies. They would only need basic knowledge about the 

market movements, which can be visualized in an index.  

 

However, even though most people have knowledge about the real estate market, they also 

need knowledge for how to trade futures. The bank can inform the client about the basic 

knowledge on how to trade futures. However, it is important that the client, before beginning 

to trade futures, is prepared and make certain to be able to accept any financial losses that 

might incur. The bank must be sure that both parties is creditworthy and are able to stand a 

possible risk if losing. This could be done by checking the financial strength of both parties, 

whether they are a big institution or an individual trader, to make sure that the buyer and 

seller agree on the price, quantity and timing of the contract.  

5.2.1 The Possibility to Create a Market for Real Estate in Futures 

Buying REFs instead of a physical real estate could expand the target group since it is a 

cheaper, faster and easier way to participate in the real estate market. The REFs could both 

hedge the possible risks for a price fall on the market and increase the profits through 

absorbing the possible risks. However, the findings have discovered several problems that 

would make it hard to create REFs on the Swiss market. There is a lack of a trustworthy 

underlying asset, real estate index, liquidity on the market, and standardized contracts. So, 

either real estate should be placed in another product than futures, or the lack of an index, 

liquidity on the market, and the standardized contracts must be solved.  

5.2.1.1 Underlying Asset 

To invest in REFs makes it possible to invest in an asset without the need to invest directly in 

the asset. This means that the investors would not acquire the physical real estate as an asset, 

instead, acquire the real estate indirectly inform of the change in the real estate price. This 

creates an uncertainty since there is a need for a substitute that reflects the value of the asset. 
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For the investor to know the current value and to follow the development of the real estate 

prices, there must exist an index that the investor can observe.   

5.2.1.2 Housing Price Index 

Futures represent the value of the underlying asset through a trading chart visualized as an up- 

or downturn on an index depending on the market fluctuations. In REFs, the underlying asset 

would be the price of a “fixed real estate” since it does not exist an underlying asset. The 

findings confirm that the FSO are developing an official Swiss real estate index, which is 

supposed to be finished in the year of 2018. However, it is hard to create a real estate index on 

the Swiss market since it is a country of renters and due to the large costs of creating an 

index.  

 

To make investors able to invest in the REFs they must trust that the index reflects the 

market, which might take several years. Also, the slow and illiquid Swiss real estate market 

makes it hard for the index to be updated as often as needed for the investor to gain/ loss from 

the price change and the index will only be updated quarterly. One reason why the REF works 

in the US is due to a larger and more liquid market, which creates fluctuations on the market 

visualized in the index.  

 

When entering a REF, there must exist two parts in the process to be able to sell to a buyer, 

and buy from a seller. The Swiss market is not liquid enough to create a market for REFs as 

in comparison with the US market. In the US, there are more constructions and transactions 

occurring compared to the Swiss market. A solution might be to create a real estate index for 

the whole Europe. This would create more liquidity since it takes a bigger market into 

account. The EURO STOXX 50, the European leading Blue-chip index for the Eurozone, 

provides an index over stock market over Europe. There could be created a real estate index 

over the European market in the same way. Since the real estate market is such a 

heterogeneous market where rules probably differ depending on each country, makes it hard 

to create an index for the whole Europe.  

 

Another alternative would be to create a real estate index through letting the 10 best brokers 

calculate and report the value of a virtual property. The brokers could value a standard 

apartment on for example 100 sqm, with 2 rooms, elevator, balcony parking, inside the tulles 

in Geneva. This specific apartment will work as a benchmark, followed by the rest of the 

market since if the market goes up in one area, it most likely goes up in the surrounding 

properties. However, the investor might need to consider that the price might differ with 10-

20% depending on the area to get the missing values between the standard apartment and the 

real property. Also, the investors most likely want to invest in an area where there is a lot of 

volatility and it might, therefore, not have the same effect on a property on the countryside. 

5.2.1.3 Liquidity 

When entering a future, both a buyer and a seller must exist to get a market liquid. Futures 

works best with assets that have a lot of volatility. Futures contracts are usually short due to 

the high volatility the underlying asset usually has, such as gold or oil. However, the real 

estate is a slow market and is not that volatile for shorter periods. The fact that the long 

contracts are not liquid does not have to be true for REFs. If the contracts could be created for 

longer periods, these would probably be more liquid than in the shorter contracts. The REFs 

would probably not be liquid in the beginning since it does not exist a market yet.  

Nevertheless, illiquidity is usually a characteristic of all newly forming financial markets. 

While investors may be interested in a market for real estate derivatives, no one wants to be 
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the first to enter a contract. As more players enter the real estate derivatives market, liquidity 

will follow. By comparing with the oil market that first was bought physically but later come 

to be incorporated in futures contracts, one can see the effect demand and supply has on the 

liquidity since the oil market is extremely liquid today. The fact that everyone can relate to 

the real estate market, should make it possible to create a market for REF.  

5.2.1.4 Standardized Contracts 

Futures contracts are standardized to make it easily priced and traded. The fact that each real 

estate is unique makes it hard to create standardized contracts. The margin, based on each 

contract, will be depending on the asset and the number of contracts. To be able to reach out 

to a broader target group the margin should be lower, therefore the margin depends on the 

target group they want to focus selling the contracts to.  

Even though the margin in futures usually are higher than most other products, this is 

something that is controlled by the underlying asset and the liquidity on the market. In the 

beginning, the margin could be lower to introduce the product and the investor can choose 

how many contracts to invest and in that way, decide how much money to invest.  

5.2.2 The Possibility to Incorporate Real Estate in Futures with Swissquote 

Swissquote is the Swiss leader in online trading and are offering innovative solutions in 

products like futures that can enable the investor to diversify the portfolio and optimize the 

investments. Swissquote possesses a high level of expertise within technology, and are 

regularly looking for new ways to develop within the market. However, to create and present 

a new product like the REF requires high knowledge, but also resources, time, and policies 

that must be considered. 

It is also important to consider the demand from Swissquotes customers. Since futures are a 

more complexed than other products, Swissquote requires the customers to go through a test 

on their website that everyone must finish to be authorized to trade. Today, 80% of 

Swissquotes customers has trading accounts and the rest 20% are divided into savings account 

and eprivate banking. This makes most of Swissquotes customers possessing knowledge 

within the derivative market. However, one of the aims of the REF product is to allow people 

also without expertise and without a lot of money to participate on the real estate. Just about 

anyone who wants to either manage the risk of fluctuating prices or profit from those 

fluctuations should be able to invest in real estate futures.  

To make it possible for customers without time and knowledge to trade REF, the newly 

developed computer program “ePrivatebanking” could be used. The ePrivatebanking requires 

the investor to have basic knowledge about futures, but then the customer only need to fill in 

some objectives, and the rest is managed by the computer. This allows a larger target group, 

that might not have all knowledge or time to maintaining the investments, to participate.  

5.3 The Effect of Real Estate in Futures 

To incorporate real estate in futures could facilitate the process of buying/selling a property, 

and it might allow a broader target group to participate in the real estate market. The REF is 

supposed to work as an insurance product for those who want to hedge the risk on the market, 

or as a way to increase the profit through speculation on the market.  

5.3.1 Hedging in Real Estate Futures  

The research suggests that hedging is an effective way to reduce risk exposure. Investors 

could have a lot to gain from using futures contracts to hedge their input. More flexibility, 
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more financial leverage and less risk of counterparty default since the exchange guarantee the 

contracts. Futures can help to protect the goals even if prices move in the wrong direction. A 

position on paper and another (protected against price falls) will be a benefit. REF could be 

used to hedge the risk for an individual investor or by banks, real estate companies, or other 

companies that would like to hedge the investors’ risk. REF could therefore work as a 

professional risk management tool and protect the investors. The REF could “lock-in” future 

property prices and in that way, protect the value. Investing in the real estate market could 

also hedge the risk compared to the stock market since it would be more diversified and could 

mitigate the investor’s risks through diversified investments.  

It can be tricky to find a property in Switzerland to move into at the same time as moving out 

of your current property. Many need to obtain a bridging loan from the bank, which will 

enable the purchase of a new property before the current one is sold. The real estate market 

involves a long process with negotiations and agreements, which make it less liquid which 

increase the risks. If the market is on a downturn one would like to sell the property as fast as 

possible to mitigate the risk for a price fall. Say that, for some reasons, you cannot sell the 

property right away. But by shorting REF, meaning selling the property on “paper” at the 

direct moment, one could make a profit and sell the property for the market value and buy it 

back at a future date and price.  

5.3.1.1 Hedging Examples  

Say that the housing price index of a specific area shows that the MV of a fixed property is 

3M. You buy a physical apartment today, and in three years, as visualized in the image 12, the 

MV has increased to 5M. Since the market is estimated to go down, you would like to sell 

your apartment for the higher price. However, for some reasons, you cannot sell your property 

today. Instead, you can go short in REF for the MV 5M. In another 2 years, the estimation 

about the market decreasing was right and it changes to the MV of 2M. Now when you sell 

your physical property, you make a loss of 1M, as estimated, but, since you sold REF for 5M 

you can now buy them back for the current MV of 2M. This means that you by investing in 

REFs, “hedge” the risks by “locking in” the profit, and the overall total profit becomes 2M. 

 

 
Image 12, Hedging in futures (Author) 
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Another example could be an investor that is specialized in renovating residential properties 

with the aim to add the value of the property and then sell it. If the investor believes the 

market will go down, he might not want to take on a new project since there might be a 

potential loss in value during the lengthy renovation. To mitigate the risk, the investor could 

sell the property on futures contracts, and if the market decreased buy it back and in that way, 

have eliminated the local market risk by locking in the value. 

5.3.2 Speculating in Real Estate Futures  

Futures can be used to effectively hedge other investment positions, but also be used for 

speculation on the market. Investors can instead of speculating on the real housing market just 

buy or sell at the “paper” which means less maintains costs and time.  

 

REF could make it possible to buy the property at the market price while the occupancy 

property could also be sold directly without having to wait for inspections and maintenance 

that must go through. In that way, a trader who predicts that the price will move in 

a direction can buy or sell it in the future at a price that might yield a profit. Doing so carries 

the potential for large rewards due to leverage also carries commensurately outsized risks.  

 

Most people’s goal is to buy a home in the future but at the moment not many afford. Instead, 

they could invest in REFs to get into the market. The investment people will do in REF will 

increase/decrease with the market which makes them participate in the real estate market. 

Suppose an investor want to gain exposure to the market in less time than it takes to acquire a 

property on the market and do not want to own a physical property. The investor might 

believe that the real estate market in Geneva will increase. To gain real estate exposure, the 

investor might buy a REF and after one year, the investor might sell REFs.  

 

During the last couple of years, the interest to speculate in the real estate market has increased 

a lot due to the large profits one can make. This has created a market where real estate not 

necessarily is bought as a home, but rather as a speculation with the main purpose to make a 

profit. The investors on the real estate market do not know how the future will look like and 

the illiquid real estate market makes it a risky market to invest in. However, the risks can also 

provide huge profits, which can be seen attractive in the last couple of years.  

 

Some are more interested in the transaction and just make a profit than to own the actual 

property. This could be possible by speculation within REF instead of in the actual market. 

REF could also decrease the speculation on the physical real estate market due to the 

increased speculation on REF. An investor without any additional knowledge in the area 

could speculate within real estate since it would be cheaper, easier, and faster than the actual 

real estate market. 

 

5.3.2.1 Speculating Examples 

Say that you invest in a physical property on the market for the currently MV of 3M. After 3 

years, the market has decreased to a MV of 2M and you think that you made a bad investment 

and should have observed the market and rent before buying. However, the REF makes it 

possible to undo the “mistake” by invest in the real estate market without the need of owning 

and maintaining another property.  
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So, you buy a REF for the MV of 2M, and then say the market start to increase, and in 2 years 

the market has increased to the MV 3M again. This means that you do not gain anything on 

the physical property, but when you sell your REF you receive an overall profit of 1M, see 

image 13.  

 

 
Image 13, Speculating in futures (Author)  
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6 Conclusions 

 

6.1 Incorporating Real Estate in Futures Contracts 

How could real estate be incorporated within futures contracts? 

 

The investigations on the Swiss real estate market concludes that there is a demand for an 

alternative real estate product to invest in. The findings declare that there might be problems 

to incorporate real estate within the derivative market due to particularly four reasons. First, 

there is no trustworthy underlying asset, second, there does not exist an official Swiss real 

estate index, third, there is no liquidity in the small Swiss market, and forth, there might be 

difficult to create standardized contracts for the real estate market due real estate being a 

unique asset with several characteristics that differs from each other. The lack of these 

requirements creates hurdles to create the REF product, which is one reason why it still is an 

underdeveloped area. 

 

To be able to trade REFs the investor must know the value of the underlying asset, which is 

regularly changing. The changes are usually visualized in an index that reflects the value of 

the underlying asset. It does not exist an official Swiss real estate index yet, but the FSO is 

developing a real estate index that is estimated to be finished within the year of 2018. 

However, the index is planned to be updated quarterly, which means that even if it would be 

possible to place products on it, the investor would only be able to buy/sell contracts every 

fourth month. This would limit the possibility to invest on the market and inhibit the liquidity. 

To create a liquid market there should be an index that is updated at least every month. This 

could be done by creating an own index over a fixed property through letting the ten best 

brokers in the specific city calculate the average price/ sqm on the property. In the beginning, 

this might be updated on the last Friday every month.   

 

When entering a REF, there must exist two parts in the process to be able to sell to a buyer 

and buy from a seller. The Swiss market is not estimated to be liquid enough to create a 

market for REFs. However, this is usually the case in the beginning of a new product, and 

after a while, it will be driven by the law of demand and supply. 

 

The typically short maturity on futures contracts does not match with the slow real estate 

market, where not much normally happen in short periods. The short contracts make futures 

not the most suitable product to place real estate in since the investor would have to update 

and pay a new margin for the contract each time. So even though this study investigates the 

possibilities to incorporate real estate within futures contracts, other products might be more 

suitable. However, the fact that futures usually are traded on short contracts does not mean 

that it cannot work on longer contracts. The longer maturities for the REF would probably be 

more attractive due to the slow real estate market.  

 

The margin required by the investors are usually higher in futures than in other products. 

However, the contracts for the REF should be created to allow a larger targets group where 

the investor can choose the amount to invest and the number of contracts. Therefore, at the 

beginning of the creation of the REF, it might be lower to increase the demand. After a while, 

if the liquidity increases, the contracts might change following the law of demand and supply.  

 

 

  



 
 

37 

6.2 Creating a Market Without an Underlying asset 

Is it possible to create a market where there is no trustworthy underlying asset? 

 

The creation of the REF could serve as an alternative way to invest in the real estate market or 

it could work as an insurance product for those who might already be invested in the real 

estate market. Futures contracts might increase the volatility in the markets, and in turn, lead 

to large risks but also larger profits, which makes it attractive for speculation. It is, however, 

the customer’s responsibility to understand the REF, how it is traded, and the pros and cons it 

might come with. 

 

The incorporations of real estate within futures contracts have been to create a new product 

for the real estate market, which could increase the possibilities to hedge and speculate on the 

real estate market. On the physical market when you invest in a property you preserve the real 

property. In the derivative market, you invest in the underlying asset that either rises or falls. 

However, the fact that the investor does not possess the asset but rather the value of the 

underlying asset, creates an uncertainty. The high impact from changing prices combined 

with the unpredictability of the real estate market embraces a huge risk for investors when 

getting into the market. The market changes consequently depending on the imperfect supply 

and demand.  

 

The long and often complicated process of buying or selling properties could be reduced by 

incorporating real estate within futures contracts since it would be possible to invest in a 

“fixed” property on paper instead of a real occupied property. This means that the investor 

will not acquire an actual property, but rather receive the real estate market movements, 

which is measured based on a property based index. It would facilitate the process since it 

will be shorter, cheaper and easier for people since they would only need to invest in a 

contract and follow the movements of the real estate market.  

 

REFs make it possible to hedge the risk since it is possible to sell a property “in reality” at the 

same time as selling it on paper. Hedging properties with futures contracts could offset the 

risk of the price changing. The fact that the REF is a product on the derivative market makes 

it more liquid. Futures could mitigate the risk of price movements by allowing parties to lock-

in the price, which may increase the possibility to gain and decrease the possibility of losing 

on the investment. Nevertheless, it might not satisfy the direct demand of a home, but it 

would facilitate a larger target group to get into the market and it would indirectly possess the 

investor with a property that might rise in value which increases the opportunities to in the 

future be able to buy an apartment. Instead of waiting around for better days it could be more 

successful to adopt more nuanced tools on the real estate market to hedge the risks and 

increase the opportunities. 

 

Even though the focus will be on the Swiss real estate market, the REF is supposed to be 

applicable in any other country as well. This could make the REF improve flexibility for 

customers and get more customer from abroad since it makes it possible for investors from 

other countries to invest in another country’s real estate market. It might improve 

collaboration between customer, cities, investors, and developers. It is also estimated to lead 

to a time reduction since the investor can buy/sell on paper direct and do not have to go 

through the whole process with negotiations and agreements as in the physical real estate 

market. 
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6.3 Incorporate Real Estate in Futures in Swissquote 

The growing trend of technology on the market offers a great deal of opportunities for online 

business to reach out to customers to a wider market. This could be an opportunity for 

Swissquote to incorporate real estate within futures contracts and reach out to a new customer 

group since the REF could make it possible for a larger target group to participate and creates 

the possibility to invest on the real estate market in other countries as well.  

 

The mentioned difficulties to create a real estate index, a liquid market, and standardized 

contracts makes it hard to create the product real estate in futures. Due to Swissquotes 

expertise within technology, they have an advantage in the modern market and could create 

and present the index and contracts on their own financial platform “Swiss DOTS”, without 

the need of someone else. Swissquotes professional customer service could introduce and 

suggest the REFs to customers, which would be a good introduction of the product.  

 

However, futures are complicated products and not everyone has the time or knowledge that 

is required to trade the REF. With one of the latest creations at Swissquote, the 

“ePrivateBanking”, the customers only need to fill in some objectives and the rest is handled 

by the computer for the period. This could facilitate the process and increase the target group 

since more could investigate on the market.  

 

To combine real estate and online trading an agreement between players could drive the real 

estate investments on the market. This could be used by the most active investors that possess 

an expertise in real estate, while individuals perhaps without much knowledge of the real 

estate just want to participate on the market, or it could also be used by real estate companies 

or banks that might want to hedge others risks. The REF is attractive since it might lead to a 

time reduction since the investor can buy/sell on paper directly and do not have to own a 

property or go through the whole process with negotiations and agreements as in the physical 

real estate market. It could also be possible to invest in other countries, which increases the 

flexibilities and creates new opportunities and collaborations on the market.  

Swissquote is the Swiss leader in online trading and aims to develop and offer innovative 

solutions to their customers. The growth is fueled by technology, strong balance sheet and 

transparent business model. These factors contribute Swissquote with the advantage to 

provide REF since they could create and present the product on their own financial platform. 

Even though there are some challenges with creating REFs, Swissquote would, according to 

this study, be a suitable place to incorporate REF.  

 

 
Figure 2, The incorporations of real estate within futures in Swissquote (Author) 
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6.4 Summary 

The Swiss real estate market is limited due to the high housing prices. In addition to the 

stricter mortgage requirement, fewer people can participate in the Swiss real estate market. 

Those who acquires the possibility to invest, or already are in the market, are exposed due to 

the large risks that the real estate market contains. Some investors wish to hedge that risk, 

while others like to absorb it through speculation to gain an exposure to the market. The 

growing demand within technology shows that it would be appropriate to incorporate real 

estate within the derivate market as an alternative way to invest in the real estate market.  

To create a product for real estate within the derivative market, more specific within futures 

contracts, it must replicate the value of the underlying asset. This is usually visualized 

through an index, where the investor can measure and profit from the fluctuations on the 

market. The investor can buy or sell contracts depending on which direction the market is 

estimated to go. For a transaction to be possible on the market, there must be two parts taking 

opposite directions, one buying and the other one selling, like the common law of demand and 

supply. The more transactions on the market the more volatile and the more liquid. Larger 

markets, like the US, often has more transactions and in turn larger liquidity. The small Swiss 

real estate market does not acquire a lot of liquidity. Nevertheless, it is possible to create a 

liquid market with help of the demand and supply.  

The physical Swiss real estate market has a lot of demand, however a low supply. This 

mismatch pushes the housing prices up and limits the market since not everyone can 

participate. By creating a market for Real Estate in Futures, investors could invest in the real 

estate market on “paper”, which could be cheaper, faster and easier than on the physical 

market. This would allow a larger target group since more people would be able to invest in 

real estate futures contracts. However, this might probably, be an illiquid market in the 

beginning due to the difficulties finding both a buyer and a seller to make a transaction. 

Nevertheless, when people start to trust the underlying asset, there might be an increase in the 

transactions, making the market more liquid.  

The FSO are developing a real estate index on the Swiss market today, which will be 

published in the year of 2018. This index could be used as a platform to place real estate on. 

However, it will only be updated quarterly and would therefore hard to create a liquid market 

since people could not invest every day. There should be an index that is updated daily. This 

could be created by letting the ten best brokers in a specific city calculate the value of a fixed 

property. In the beginning, this might not be possible to do every day but at least be updated 

at the end of every month and when the market starts to be liquid it would follow the demand 

and supply and be updated regularly. This index could be created in all big cities with a lot of 

volatility. So even though, this thesis investigates the possibilities to incorporate the REF on 

the Swiss real estate market, the product could be applicable in almost any other country as 

well. 
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6.5 Further Studies 

This thesis has worked as a market analysis of the Swiss real estate market with the aim to 

investigate if there is a demand for the product Real Estate in Futures (REF) on the market. 

The findings confirm that there is a demand of the product REF, which make me want to 

continue developing the area after the thesis is completed to see if it could be possible to 

create this product on the actual market. The main factor to create the product is to have a 

housing price index that replicates the market value. To create the index is a complex process 

and would require an investigation by itself. The creation of the index was therefore not 

further investigated and is suggested for further studies instead.  

Even though the REF is presumed to facilitate the process of buying/selling a property and 

allow a larger target group to participate in the real estate market, it also creates possible 

risks. For example, the creation of the index might involve manipulation and it would be hard 

to get an exact value due to the bad transparency on the Swiss market. The risks that might 

appear on such a product could, therefore, should be investigated further. A suggestion on 

further studies could, therefore, be to see the actual effect of the Real Estate in Futures on the 

market.   
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Appendix 1 – Interview questions Swissquote 

 

The company development: Paolo Buzzi – CTO Swissquote – 22.05.2017 

 

1. How did the idea about Swissquote emerge? 

2. What was/is Swissquotes business idea? 

3. How does Swissquote differ from other banks? 

4. How did Swissquote become the Swiss leading online trading bank? 

5. What values does Swissquote stand for? 

6. How has Swissquote evolved since the creation? 

7. How does Swissquote plan to develop in the ten coming years? 

8. What clients are Swissquote striving for? 

9. Which countries would Swissquote be interested in emerging in? 

10. How does Swissquote plan to develop within the technology trend?  

Due to the technology development on the market, I would say Swissquote is right in time. 

The increased interest to invest in real estate has made more companies incorporating real 

estate within the business.  

11. Would Swissquote like to incorporate real estate within online trading?  

12. What do you think about Swissquote managing technology, finance, and real estate?  

13. Would you say that with Swissquotes technology knowledge, it might have an 

advantage to incorporate real estate in the derivative market?  

14. Would Swissquote be willing to invest in the product “Real Estate in Futures”? 

 

Real Estate in Futures Contracts: Thanh-Thuy Tran Le – Head Equities & Derivatives 

Trading -12.04.2017 

 

Futures in Swissquote 

 

1. How does Swissquote manage futures contracts on today’s market? 

a. What is the difference on Futures and Mini Futures? 

2. How long has Swissquote traded futures contracts? 

3. How many Futures Contracts are traded each year? 

4. Which clients are trading Futures Contracts in Swissquote? 

5. In which countries does Swissquote trade Futures? 

6. What is the arrangement/layup for Futures Contracts? 

a. How does Swissquote make money on it?  

7. How is the margin in the Futures decided? 

8. How does Swissquote protect themselves?  

9. How are customers protected?  

10. How to attract and retain customers?  

11. What is the Swiss DOTS? 
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Real Estate in Futures 

 

1. Where would be the best product to place real estate in? 

2. How could real estate be incorporated in futures contracts in Swissquote? 

a. How to do this online?  

b. How would the contracts look?  

c. What will the time on the contracts depend on?  

d. How will the prices be set?  

e. Which Exchange should Swissquote be in collaboration with?  

3. How would the incorporation of real estate within futures contracts in Swissquote 

affect the rest of the products? 

4. How could real estate in futures affect the actual market?  

The Swiss real estate market: Anonymous – Trader Fixed Income & Money Market – 

19.04.2017 

 

Swiss Real Estate Market 

1. Why are housing prices so high in Switzerland compared to rest of Europe? 

2. In what way are the high housing prices affecting the country?  

3. Which target group are most affected by the high housing prices? Why? 

4. How big is the demand for more real estate in Switzerland compared to the supply? 

5. Approximately how much new construction is planned in Switzerland over coming 

years? 

6. Is it better to buy or rent in Switzerland? 

7. How come the rental market exceeds the owner-occupied housing market in 

Switzerland? 

8. How does young people manage to get into the real estate market in Switzerland? 

9. How does the real estate market look over the coming ten years in Switzerland?  

10. How has FINMAs changing requirements in mortgage lending affected the real estate 

market? 

11. What could happen to people if there were a price fall on the real estate market? 

a. Are the people on the real estate market insured for a price fall? 

Real Estate in Futures 

1. How could “Real Estate in Futures Contracts” affect the real estate market? 

2. Which target group could be interested in the product “Real Estate in Futures 

Contracts”? 

3. Could the product “Real Estate in Futures Contracts” work as an insurance for price 

falls in the real estate market by hedging the risk? 

4. Could the incorporation of “Real Estate in Futures Contracts” work as an alternative 

market to speculate in instead of the physical real estate market? 
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Appendix 2 – Interview questions Valueguard 

 

Lars-Erik Eriksson – Managing Director at Valueguard – 09.05.2017 

 

1. How did the idea about Valueguard emerge? 

2. What was/is Valueguards business idea? 

3. How does Valueguard differ from other real estate companies? 

4. What values does Valueguard stand for? 

5. How does Valueguard plan to develop in the ten coming years? 

6. Which more countries would Valueguard be interested to emerge in? 

7. What is Valueguards experience in the real estate market after the first years within 

the market? 

8. What can Valueguards experience in the real estate market say about the possibilities 

to create a market for real estate within the derivative market (Futures Contracts)? 

9. How could the incorporation of real estate within the derivative market (Futures 

Contracts) affect the real estate market? 

10. Could the creation of the product “Real Estate in Futures Contracts” work as an 

insurance product for price falls on the real estate market? 

11. Is the Swedish real estate market liquid? 

 

How to create an index for the real estate market 

Mats Wilhelmsson – Professor at the Royal Institute of Technology & creator of the HOX 

equation - 25.04.2017 

1. How is the HOX index created/calculated? 

2. What does the HOX index represent? 

3. How well does the HOX index replicate the real estate market? 

4. How often is the HOX index updated? 

5. Could the HOX index be applicable in any other countries? (Switzerland)? 

6. How to create a market without an underlying asset? 

7. Could the index be used at the derivative market? 

8. Could the HOX index be used by other companies (Banks, Exchanges)? 

9. How to create an index for the real estate in futures contracts? 

10. Could the HOX index work as an underlying asset for real estate in futures contract?   
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Appendix 3 – Interview questions FSO & ZKB 

 

David Fischbach – Economist, project manager at Swiss Federal Statistical Office -

03.05.2017 & Martin Hüsler – Senior Equity Analyst bei ZKB – 02.05.2017 

1. How is it possible to create a market without an underlying asset? 

2. Does it exist a real estate index on the Swiss market that reflects the real estate 

market?  

3. Is there a need of an official real estate index on the Swiss market? 

4. Could it be possible to create an index for the whole European real estate market?   

a. Would this increase the liquidity? 

5. Could the liquidity increase so much so the index stop reflecting the actual real estate 

market and only following the law of demand and supply?  

a. If yes, would that be a problem?  

6. How could you get the product liquid if there is a low amount of transactions such as 

on the Swiss market? 

7. Have you planned to place products on the FSO index?  

8. Or is the aim with the FSO index to use it mainly for the purpose to provide 

information?  

9. If you would like to place products on it, have you considered which exchange you 

would like to collaborate with to present the index? Or are you (FSO) authorized to do 

it yourself? 
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Appendix 4 - Explanation of Key words 

 

CBOT - The Chicago Board of Trade 

CCyB - Countercyclical Capital Buffer  

CME - Chicago Mercantile Exchange  

CRM – Customer Relationship Management 

FINMA - Swiss Financial Market Supervisory Authority 

FSO – Swiss Federal Statistical Office 

HOX Index – Nasdaq OMX Valueguard-KTH Housing Index 

REF –Real Estate in Futures 

SNB – Swiss National Bank 

ZKB - Zûrcher Kanonalbank 
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