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ABSTRACT 
 

As the stock market is volatile and often short-term, there is a high demand for safe 

investments outside the stock market and institutional investors like pension funds, insurance 

companies and asset managers are increasingly searching for low-risk investments that can 

deliver safe returns.  

 

Alternative investments, like real estate, are a popular way to invest institutional capital. 

However, debates whether pension savers should have the right to transfer their pension 

capital without restrictions and discussions about the suitability of institutional investors to 

own real estate directly has made liquidity a more important aspect when investing 

institutional capital. 

 

Forecasts and expectations suggest that a large part of Sweden’s public real estate portfolio, 

such as schools, hospitals and nursing homes, will be sold or produced privately as new builds 

in the future. Earlier studies have also shown that this type of real estate, with long leases and 

reliable tenants, is suitable for securitization, that is to say for issuing tradable securities such 

as bonds based on the cash flows from such assets. 

 

The high demand for institutional capital to find safe and liquid investments and the large 

future divestment of public properties create opportunities for financial innovation. 

 

This thesis aims to research if there are arbitrage opportunities to exploit due to differences 

between the real estate market and the capital market in the pricing of public real estate. The 

thesis will also examine the possibility of setting up a fund structure to profit in practice from 

these opportunities and study what the business model of such a firm would look like. 
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NOMENCLATURE 
 

The following Abbreviations are used in this Master thesis: 

 
 

Abbreviations 
 
ABS  Asset Backed Securities 
 

MBS  Mortgage Backed Securities  

 

SPV  Special Purpose Vehicle 
 

CVP  Customer Value Proposition 
 

CPI  Consumer Price Index 
 

NPV  Net Present Value 
 

CBD  Central Business District 
 

NOI  Net Operating Income 
 

VC  Venture Capital 

 

LP  Limited Partner 

 

GP  General Partner 
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1. INTRODUCTION 
The introduction of this thesis will present the topic researched. The background section will 

describe the background of the thesis and where the idea for it originated. The aims and 

objectives section will explain the purpose of the research and the limitations and disposition 

section will account for the limitations of the study and in which order the different sections of 

this thesis will be presented. 

 

1.1. Topic presentation  
 

This thesis concerns the area of financial innovation and entrepreneurship. Its main focus is to 

investigate whether the capital market has a higher pricing on real estate backed securities 

than the real estate market has on the actual real estate. If this pricing difference is big enough 

to motivate the purchase of public real estate and to resell it by securitization of the rent flows 

from these properties, this offers arbitrage
1
  opportunities that are well worth investigating.   

 

1.2. Background 
 

Increasing demand for secure investment products generating safe returns is a motivation for 

financial innovation. If such a product can be created by using an underlying asset on which 

the usual buyers demand a higher return on, there is a potential arbitrage opportunity. 

 

If institutional investors wish to make real estate investments in Sweden they can either buy 

shares in publicly traded real estate companies, in real estate funds or by making direct real 

estate investments, often by establishing real estate companies. All of these investment 

options have various disadvantages that institutional investors typically prefer to avoid. 

Almost all real estate companies on the Swedish stock market are too tightly controlled by 

private owners for institutional capital to make larger investments as they need more insight 

into decision making and a larger free float
2
  of stocks. Also, there is a risk that market 

conditions will affect the return more than the actual company assets.
3
 Real estate fund 

investments include a lock-in period of between three to ten years when the capital cannot be 

freed up
4
  while direct investments require expert knowledge and properties can take a long 

time to sell which is why both of these investment options are very illiquid.  

 

The thinking behind this thesis unknowingly emerged when the author worked as a 

transaction analyst at a real estate company, investing in residential and public properties, 

owned by two of Sweden’s largest institutional investors. The observation of the work 

involved and the costs of setting up a large organization and acquireing the right knowledge 

gave reasons to think about alternative options to make real estate investments. 

 

These thoughts, along with demographic research and interest, led to a study of how 

municipalities could use securitization as a way to finance their future need for properties for 

care and elderly housing, and as an investment product for institutional investors. 

                                                 
1
 Arbitrage is the purchase and sale of the same securities, commodities, or foreign exchange in different markets 

to profit from unequal prices 
2
 The free float of a company is the proportion of shares that are held by investors who are likely to be willing to 

trade 
3
 This is usually referred to as “market risk” 

4
 Drougge, R. 2007 



The recent debate and discussions about the suitability of institutional investors directly 

owning real estate and the right of pension savers to move their pension capital unrestrictedly 

have highlighted the need for institutional investors to hold liquid assets outside the stock 

market.
5
  

 

This background offers reasons to believe that there is a gap that can be filled by using 

innovative solutions to exploit different needs and market perspectives to create value, and 

this thesis is a reaction to that. 

 

This context begat the issue of how such financial innovation would manifest itself in practice 

and what structure it would benefit from.  

 

In investigating how an idea could change the business landscape in the area, this offers an 

interesting opportunity to use a theoretical framework to investigate how such a business 

model could be constructed in practice. 

 

1.3. Aims and objectives 
 

The research of this thesis tests the hypothesis that “the pricing of public real estate is higher 

on the capital market than on the real estate market and this creates arbitrage opportunities.” 

 

The objectives of the research study are to: 

 

1.  Test the hypothesis by using Fysikcentrum as a case study, currently the only case of 

securitization with a public property as an underlying asset in Sweden today. 

 

2. Investigate what the business model would look like for a firm seeking to benefit from 

these possible arbitrage opportunities.  

 

1.4. Limitations 
 

This study only concerns securitizations that have their collateral in the actual assets. This 

category of securitizations is called Asset Backed Securities (ABS) and differs from Mortgage 

Backed Securities (MBS) that have their collateral in the mortgage.
6
 

 

The real estate that this thesis addresses is public properties as earlier studies have shown that 

these properties fit the securitization structure.
7
 Public properties refer to properties that are 

specifically designed for publicly funded purposes such as healthcare, education, social 

services and the judiciary.
8
 

 

This thesis only addresses the Swedish market and the hypothesis is tested using a Swedish 

case study. However, the study should be of interest to anyone wishing to make real estate 

investments in Sweden, regardless of their nationality. 

 

                                                 
5
 SvD, 2013-03-20 

6
 Fabozzi, F.J. 2009 

7
 Gejler, J. 2012 

8
 SvD, 2013-02-21 



Apart from the limitations mentioned above, the framework of this study adopts a practical 

approach and will mainly use theories and concepts of securitization, innovation and business 

models. 

    

1.5. Disposition 
 

The method and methodology section, which follows this section, presents the research 

approach and the methodology, and the reasons for using it. The theory part describes the 

concepts and theories of securitization, innovation and business models that the thesis relies 

on. The empirical study section examines the case study of Fysikcentrum and looks at the 

business models of real estate funds. The results are presented in a separate section followed 

by an analysis and a conclusion section. A final summary discusses the problems and critique 

of the study and suggests perspectives for further research.   
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



2. METHOD AND METHODOLOGY 
The method and methodology section will describe the research approach and the 

methodology, and why these were chosen. This part will also give a short presentation of the 

case study and discuss the method criticism in terms of reliability and validity and source-

critical problems. 

 

2.1. Research approach 
 

This thesis aims to investigate whether arbitrage opportunities may occur due to different 

ways of pricing public real estate when sold as properties or as securities and how to exploit 

these opportunities in practice. 

 

In view of the research objectives, the fact that there is only limited research in this area and 

because there is not yet any experience of how the thesis idea would be implemented in 

practice, the research is more of an interpretive and comprehensive study. 

 

The study intends to examine the conditions and opportunities to use financial innovation to 

exploit an opportunity rather than to find definite causal relationships, which is why a more 

interpretive research approach is suitable to use.
9
    

 

2.2. Research method 
 

2.2.1. Literature 
 

The main part of the sources of literature consists of academic articles, research papers, 

reports and academic textbooks. These sources of information cover securitization, public real 

estate, real estate funds, innovation, entrepreneurship and business modeling and are available 

in bookstores, libraries and on the Internet. 

 

2.2.2. Case study 
 

A large part of this thesis consists of a case study of Fysikcentrum. The case study will be 

used to test the hypothesis that “the pricing of public real estate is higher on the capital market 

than on the real estate market and this creates arbitrage opportunities”. The results of the 

tested hypothesis will, together with the theoretical framework within securitization, business 

modeling and innovation opportunities, lay the foundation for the analysis of the possible 

validity of the thesis idea in exploiting possible arbitrage opportunities in the public real estate 

market.   

 

2.2.3. Interviews 
 

Two interviews have been conducted to complement the study’s secondary data. The 

interview form used was semi-structured interviews
10

 and one of the interviews was 

conducted face-to-face and the other by telephone. 

 

                                                 
9
 Bryman, A. 2008 

10
 Semi-structured interviews are interviews where the questions are worded more generally than in a 

standardized interview with a strict set of questions, and where follow-up questions can be asked 



Both interviewees have expertise and experience in various fields of the study’s research area. 

One has represented two of Sweden’s largest institutional investors as CEO and vice-chair 

and the other has great insights in what the business models of various funds look like and has 

often advised many of the parties on the capital market. 

 

The two interviewees in this study were: 

 

Lars Otterbeck, former CEO of Alecta and vice-chair of The Third Swedish National Pension 

Fund (AP3). Interview conducted by telephone 2013-05-15. 

 

Jonas Ljungström, Head of M&A at Stockholm Corporate Finance and Founder and Former 

CEO of venture capital company Traktor. Interview conducted face-to-face 2013-05-13.     

 

Although not formally interviewed, Han-Suck Song, PhD at the Centre for Banking and 

Finance at KTH, has also provided valuable advice during the development of this thesis. 

 

2.4. Method criticism 
 

2.4.1. Reliability and validity 
 

The reliability of this thesis can be affected by the fact that the topic is discussed on a 

hypothetical basis and a certain theoretical framework and as such, some aspects outside of 

the framework can be hard to identify. As this is known to the reader, -and the framework is 

explicit, this problem should be considered minor. The reliability can also be affected in that 

some of the information is derived from interviews and that this information has been 

interpreted by the author alone. 

 

While drawing general conclusions based on a single case study can appear problematic, this 

is a theoretical study that uses this single case as support, not as definitive proof of conclusive 

validity. 

 

As this is a theoretical study, dialogs with the interviewees were kept as open as possible. 

 

2.4.2. Source-critical problems 
 

All sources of information have been critically examined in order to ensure their reliability 

and the academic articles, reports and textbooks have all been written and published by 

reliable and reputable authors and publishers. Possible subjective opinions and preferences of 

the interviewees have been taken into account to minimize the risk of reduced credibility.  

 

 

 

 

 

 

 

 

 

 



3. THEORY 
This section includes a conceptual discussion and presents the theoretical area and 

framework on which the theory is based. This framework is, together with the empirical 

findings, the foundation of the analytical discussion. The theory section will also describe the 

theoretical reasoning of the study. The first part will describe the theoretical framework for 

securitization and the advantages and disadvantages of the structure. This part will also 

present different reasons to invest in such a product. The next section will study business 

model theory and discuss how great business models should be formed. The concept of the 

business model canvas will also be presented to form a framework on which to base the 

analysis and conclusions of the empirical study, concerning how to shape a business model to 

create value and benefit from the possible arbitrage opportunities in the public real estate 

market. The final part of the theory section will study innovation theory to examine the forms 

financial innovation can, and should, take to achieve the study’s objectives.   

 

3.1. Description of securitization 
 

3.1.1. Introduction to securitization 
 

Securitization is a financing option designed to improve a company's cost of capital
11

 and its 

capital structure.
12

 The financing method comes from the United States and has been 

relatively unexploited in Sweden.
13

 

 

Securitization means that relatively homogeneous assets or receivables are transferred to a so-

called Special Purpose Vehicle (SPV). This special company has the sole purpose of owning 

these assets’ receivables. The financing of this acquisition is achieved by the SPV issuing 

securities, usually bonds, based on the cash flows from these assets. The securities are then 

sold on the secondary market, i.e. the capital market.
14

 Most assets that generate cash flows, 

like real estate, mortgages and credit card debts, can be securitized.
15

 Securitization as a 

funding method requires that the bonds that are being issued are considered credible by 

investors and that a thorough rating is done so a pricing of the securities is feasible.
16

   

 

3.1.2. The parties in the securitization process 
 

The conversion of receivables into securities, in this case bonds, and to issue them in the 

capital market includes a number of parties who are presented below:
17

 

 

Originator – The party who sells the cash flow generating assets. 

 

Special Purpose Vehicle – The company created to acquire the assets of the originator in 

order to own and finance them by issuing securities. 

 

                                                 
11

 The cost of capital refers to the cost of a company’s funds, both debt and equity 
12

 The capital structure refers to the mix of various financing instruments in a company 
13

 Larsson, J. 2002 
14

 Gejler, J. 2012 
15

 Grundström, E. & Ekman, J. 2011 
16

 Gabrielsson, J. & Nyström, F. 2000  
17

 This section (3.1.2.) is based on the section “3.5.3 Värdepapperiseringsprocessens aktörer” in the study 

“Värdepapperisering av samhällsfastigheters hyresflöden – En attraktiv finansierings- och investeringsmöjlighet 

för att bygga vård- och äldreboenden till en åldrande befolkning?”, Gejler, J. 2012 



Service company/Asset administrator – The operator that manages the practical 

administration of the assets. This role is usually taken by the originator. 

 

Credit rating agency – The company that assigns credit ratings for issuers of securities. 

 

Investment bank – The party that structures the financing method and analyzes the expected 

cash flows. The investment bank sometimes takes the role of the so-called Underwriter. This 

means that the investment bank buys the debt from the SPV with the assets as collateral and 

then sells them with a premium on the capital market. 

 

Risk carrier – To obtain a high rating, it is sometimes necessary to insure investors’ money 

via credit guarantees to the SPV. A bank or an investment bank can act as risk carrier and use 

rate swaps
18

 and bank overdrafts
19

 to minimize the currency, rate and liquidity risks
20

 of the 

SPV. 

 

The securitization process also includes investors, usually institutional investors, lawyers and 

accountants to meet audit and legal requirements. 

  

3.1.3. Description of the securitization process 
 

The securitization process starts when the originator decides to securitize some asset or assets. 

These are then analyzed and valued by a credit rating agency. The assets are then sold to the 

SPV whose sole purpose is to buy the assets from the originator. The SPV is usually created 

by the originator but the originator does not own the SPV. The SPV is owned by a trust as the 

originator would otherwise have to include the assets in its balance sheet.
21

     

 

The SPV finances the acquisition of the assets by issuing securities such as bonds with the 

acquired assets as collateral.
22

 An investment bank later organizes the sale of the issued bonds 

and is therefore the actual issuer of the bonds.
23

  

 

A service company manages the administration of the assets e.g. rental administration and 

interest payments and before the bonds are issued they are rated by a credit rating agency.
24

 

 

The interest rate on the bond depends on the return that the investors require from the bonds. 

The investors’ required return largely depends on the rating of the bond since that is supposed 

to indicate how secure the investment is.
25

  

 

The cash flows from the assets finance the interest rate paid to the investors and if the cash 

flows exceed the interest payments, the surpluses often fall to the service company.
26

 

 

The figure below illustrates the securitization process and the roles of the various parties.
27

 

                                                 
18

 A rate swap is a financial derivative instrument that allows two parties to exchange interest rate cash flows. 
19

 A bank overdraft is a long term loan with a credit limit that does not need to be fully exploited. 
20

 Currency, rate and liquidity risks are risks due to changes in prices of different currencies, interest rate changes 

and the risks due to the time it takes to sell a certain security or asset.  
21

 Larsson, J. 2002 
22

 Gejler, J. 2012 
23

 Andersson, P-.U. & Månsson, F. 1995 
24

 Gejler, J. 2012 
25

 Grundström, E. & Ekman, J. 2011 
26

 Gejler, J. 2012 



 

 

 

 

 
 

Figure 1. The securitization process and its parties 

 

 

3.2. Securitization conditions 
 

Most cash flow generating assets can be securitized but there are certain conditions that 

should be met to make the assets suitable for securitization.
28

  

 

The assets that are securitized must generate cash flows to cover the interest payments to 

investors. It must also be possible to calculate the net present value (NPV)
29

 of the interest 

payments to make a valuation of the securities. It is therefore important that the cash flows 

occur at predetermined occasions.
30

 

 

If a portfolio of assets is being securitized the assets should be homogeneous as it is costly to 

value every asset individually and since the assets are the collateral in the event the cash flows 

do not cover the interest payments. The assets must be possible to liquidate therefore.
31

   

 

3.3. Reasons to invest in the product 
 

Asset backed securities like bonds, with public real estate as collateral, based on real estate 

rent flows should be considered safe investments as a municipality cannot default on its 

                                                                                                                                                         
27

 The figure is based on a similar figure by Grundström, E. & Ekman, J. 2011 
28

 Gejler, J. 2012 
29

 The NPV is the sum of the present value of all future cash flows. 
30

 Gejler, J. 2012 
31

 Fabozzi, F.J. 2009 



interest payments. This is probably one of the strongest reasons for the strong interest among 

institutional investors in making direct real estate investments in public properties.
32

 

 

Buying securities, like the ones described above, would be a good way for institutional 

investors to make indirect investments in real estate as the investor can buy bonds backed by 

several properties, as the bonds have more than one property as the underlying asset.
33

 These 

securities would also not have the disadvantages of too much private owner control as is the 

case with publicly traded Swedish real estate companies. 

 

This sort of investment does not require the same kind of responsibility as direct real estate 

investments and it does not require involvement in property management. When making 

direct real estate investments institutional investors usually establish real estate companies 

that require an organizational structure and real estate knowledge. 

 

As the real estate market is characterized by extended transfer processes and real estate fund 

investment usually includes a certain lock-in period, investing in bonds would be a way to 

make real estate investments more liquid. 

 

There is a high demand for secure investment products with low risk and opportunities for 

institutional investors to make such investments are largely lacking today.
34

    

 

3.4. Business model theory 
 

3.4.1. Definition of a business model 
 

A business model is sometimes defined as “a design of the operations of a business which 

focuses on how revenue will be generated”.
35

 Another, quite well-known and more 

descriptive, definition of a business model is the one that Alexander Osterwalder and Yves 

Pigneur made which states that “A business model describes the rationale of how an 

organization creates, delivers, and captures value”.
36

 

 

3.4.2. The elements of a successful business model 
 

Reinventing Your Business Model by Johnson, Christensen and Kagermann discusses how 

great business models, which describe the logic basis on how an organization creates, delivers 

and captures value, can “reshape industries and drive spectacular growth”.
37

 

 

According to the authors, a successful business model consists of four elements that together 

can create and deliver value. These four components are listed and described below:
38

 

 

Customer value proposition (CVP) – The CVP consists of the benefits that a customer 

receives from the company in return for the customer payment. A business model creates 

value for customers by helping them do a certain “job” or creates a solution to a problem that 

                                                 
32

 Marknaden för samhällsfastigheter – Analys Nr. 3, NAI Svefa. 2012 
33

 Otterbeck, L. Interview 2013-05-15 
34

 Ibid. 
35

 http://dictionary.reference.com/browse/business+model?s=t 
36

 Osterwalder, A. & Pigneur, Y. 2010 
37

 Johnson, M.W., Christensen, C.M. & Kagermann, H. 2008 
38

 Ibid. 

http://dictionary.reference.com/browse/business+model?s=t


alternative offerings do not. This “job” needs to be fully understood for an organization to 

successfully design their offer. Opportunities to create a CVP arise when alternative offerings 

have been designed without considering the “real job” or problem that the customers need to 

solve. 

 

Profit formula – The profit formula explains how the company creates value for itself while 

providing it for the customers. It works as a blueprint and includes descriptions of the revenue 

model and the cost structure. The profit formula is often confused with the business model but 

profit making is only one part of the business model. 

 

Key resources – The key resources are the assets needed to deliver the value proposition to 

the target customer. These assets, or resources, include people, products, technology and 

channels. It is important for a business model to “focus on the key elements that create value 

for the customer and the company, and the way those elements interact”.
39

    

 

Key processes – The key processes consists of the operational and managerial processes that 

make it possible for a company to deliver value successfully to make it possible to increase in 

scale. These processes involve tasks like development, budgeting, service and sales. 

 

Great business models are built by creating a CVP, designing a profit formula and by 

identifying the key resources and processes. These four elements of a business model can be 

viewed as building blocks to shape any business. The customer value proposition and the 

profit formula define the value created for customers and for the company, and the key 

resources and processes describe how that value will be delivered. 

 

Different circumstances might require a new or changed business model in an organization or 

in an industry. Opportunities to address needs of large groups who do not find existing 

solutions attractive or opportunities to “capitalize on new technology, or leverage existing 

technologies in new markets”
40

 usually need a new or a changed business model. Another 

opportunity that requires business model change is when bringing focus on performing unmet 

customer “jobs” better than others.   

 

The elements of a successful business model and their part of the business model are shown in 

Figure 2 below. 

                                                 
39

 Johnson, M.W., Christensen, C.M. & Kagermann, H. 2008 
40

 Ibid. 



 
 

Figure 2. The Elements of a Successful Business Model
41

 

 

3.4.3. Business model canvas 
 

In Business Model Generation, Osterwalder and Pigneur argue that business models can best 

be described via “nine building blocks that show how a company intends to make money”.
42

 

The building blocks cover the main areas of a business; customers, offer, infrastructure and 

financial viability and the business model is described as a blueprint for strategy. The nine 

building blocks are presented below:
43

  

 

1. Customer Segments – Every organization serves one or several customer segments and to 

satisfy them, a company can group them into different segments depending on their common 

attributes. Customer groups represent different segments if, for example, they require and 

justify a distinct offer or have different profitability profiles. 

 

There are different examples of customer segments. The “Mass market” segment means that 

business models do not separate customers into different segments, but view them as one 

large group. A “Niche market” segment is when business models target a specialized 

customer segment and tailor the value proposition and customer relationships to their specific 

requirements. Some business models use market segmentation to separate customers with 

similar but varying needs. An example of this can be when banks distinguish between 

customers depending on the value of the assets they possess. “Diversified” segmentation can 

                                                 
41

 Johnson, M.W., Christensen, C.M. & Kagermann, H. 2008 
42

 Osterwalder, A. & Pigneur, Y. 2010 
43

 Ibid. 



be used when organizations serve two unrelated customer segments, with different needs, 

with a different value proposition. “Multi-sided platforms” mean segmenting customers in 

organizations that serve several interdependent customer segments. An example of this can be 

free newspapers that need to attract a large reader base to attract advertisers. 

 

2. Value Proposition – The reason why customers choose one company or product over 

another is the company’s value proposition. The value proposition consists of a bundle of 

products and services that satisfy the needs of a certain customer segment. The value 

proposition describes the benefits that a company offers its customers. 

 

There are several elements that can create customer value and form a company’s value 

proposition. The “Newness” of a product or a service can satisfy new customer needs that the 

customers did not perceive earlier because there was no similar offering. A common way to 

create value is also by improving the “Performance” of a product or a service. 

“Customization” by creating products and services for the specific needs of a certain customer 

segment can create value. A “Getting the job done” focus might create customer value since 

that makes the customer able to focus on other things. Rolls Royce, for example, enable their 

jet engine customers to focus entirely on running their airlines as they take care of all the jet 

engine service for their customers. Other value creating elements can be a product “Design” 

or the status of a “Brand”. A common way to create customer value is by offering similar 

products or services at a lower “Price” or by helping customers to “Reduce costs”. “Risk 

reduction” by offering service or a less risky product can also be part of the value proposition. 

Making products “Accessible” to new customers is also an element to base the value creation 

part of the business model on. This can result from business model innovation or new 

technologies, or a combination of both when making products or services available to a new 

customer segment.     

 

3. Channels – The communication, distribution and sales channels describe how a company 

reaches and communicates with its customer segments to deliver their value proposition. 

Channels can also raise awareness about the company among customers and help them 

evaluate the value proposition. 

 

Channels can be direct or indirect and be owned or partner channels. The channels have five 

different phases. The “Awareness” phase concerns how to raise awareness about the company 

and the “Evaluation” phase concerns the question of how an organization can help their 

customers to evaluate their value proposition. The “Purchase” phase is about enabling 

customers to purchase certain products and the “Delivery” concerns the delivering of the 

value proposition. The last phase, “After purchase”, asks questions about how to provide post-

purchase customer support. 

 

4. Customer Relationships – This building block of the business model canvas describes the 

relationships an organization establishes with different customer segments. Customer 

relationships can range from personal to automated and can be motivated by the acquisition or 

retention of customers or to increase sales.  

 

There are several types of customer relationships that companies can establish with their 

customer segments. A “Personal assistance” relationship is when customers can communicate 

with a customer representative to make a purchase. This includes face-to-face communication, 

as well as communication by telephone or e-mail. “Dedicated personal assistance” is the most 

intimate type of customer relationship and “involves dedicating a customer representative 



specifically to an individual client”.
44

 A “Self-service” customer relationship is when a 

company provides customers with tools to help themselves, and has no direct customer 

relationship. The “Automated services” relationship is a mix of self service and automated 

processes and a common example of this relationship is personal online profiles to give 

customers access to customized service. “Communities” of users represent another type of 

customer relationship that can help companies better understand their customers while “Co-

creation” relationships are relationships where companies invite their customers to create 

content and value for them.  

 

5. Revenue Streams – Revenue streams “represent the cash a company generates from each 

customer segment”
45

 and this building block challenges organizations to ask what value each 

customer segment is willing to pay for. 

 

There are several different ways to generate revenue streams and the most common is by 

“Asset sale”, when the revenue streams occur when selling the ownership right to a physical 

product. A “Usage fee” can generate revenue streams by the use of a particular service and 

“Subscription fees” generate revenue streams by selling access to a service. 

“Lending/Renting/Leasing” creates revenue streams by letting customers use a particular asset 

for a certain time period. Permitting customers to use protected intellectual property by 

“Licensing” generates revenue streams for the rights holder of the intellectual property. 

“Brokerage fees” generate revenue streams based on services rendered on behalf of another 

party and “Advertising” generates revenue streams from fees for advertising a product or 

service. 

 

6. Key Resources – The key resources are the most important assets to make a business 

model work and have been defined as “difficult-to-trade knowledge assets and assets 

complementary to them”.
46

 These resources give organizations the opportunity to create a 

value proposition and maintain customer relationships with different customer segments. 

 

Key resources can be divided into different categories. “Physical resources” include physical 

assets like systems and distribution networks and are often capital-intensive. “Intellectual 

resources” are important elements of a strong business model and can be proprietary 

knowledge, patents and partnerships. These assets can offer substantial value but are difficult 

to develop. The importance of “Human resources” varies in different business models and 

branches. Creative and knowledge-intensive industries require more focus on human 

resources than other industries. “Financial resources” like cash and lines of credits are crucial 

to some business models. Some business companies that provide vendor financing and 

financial resources are therefore very important for those companies’ business models. 

 

7. Key Activities – Key activities are the most important things an organization must do to 

make its business model work and are required for a company to be able to offer its value 

proposition. 

 

Key activities vary depending on industry and type of business model and can be categorized 

into three groups. “Production activities” dominate among manufacturing firms and these 

include designing and producing a product. “Problem solving activities” mean solving 

individual customer problems and are the dominating key activities in many service 

                                                 
44

 Osterwalder, A. & Pigneur, Y. 2010 
45

 Ibid. 
46

 Teece, D.J., Pisano, G. & Shuen, A. 2000 



organizations. “Platform/Network activities” dominate in organizations designed with a 

platform as a key resource, such as Microsoft or eBay. 

 

8. Key Partnerships – This building block of the business model canvas describes the 

network of suppliers and partners included in the business model. Organizations often form 

alliances and partnerships to share resources or reduce risks. 

 

There are four main types of partnerships: 

 

1. Strategic alliances between non-competitors 

2. Coopetition: strategic partnerships between competitors 

3. Joint ventures to develop new businesses 

4. Buyer-supplier relationships to assure reliable supplies 

 

It is possible to distinguish between three motives for creating partnerships and alliances. The 

most basic partnership between buyers and suppliers is designed to optimize the allocation of 

resources to reduce costs. Partnerships are often created to reduce risks in uncertain 

competitive environments. These partnerships are often shaped to share the risks and costs of 

product development. As few companies perform all the activities described by their business 

models, many partnerships can be motivated by the need to acquire different knowledge or 

licenses.     

 

9. Cost Structure – The cost structure part of the business model canvas describes the costs 

that arise when operating a business model. These costs can be calculated after defining the 

key resources, activities and partnerships. 

 

Two broad categories of business model cost structures are “Cost-driven” and “Value-driven” 

business models. Cost-driven business models focus on minimizing costs everywhere to be 

able to offer a low price value proposition. Value-driven cost structures in business models 

focus more on the value creation by offering premium value propositions. 

 

Cost structures can have the characteristics of “Fixed costs”, where costs remain the same 

irrespective of the volume produced, and “Variable costs” where costs vary in proportion to 

the volume produced. Cost structures can also use “Economies of scale”, when expansion 

creates costs advantages, and “Economies of scope” when a larger scope of operations creates 

costs advantages.    

 

The nine business model building blocks studied above forms the business model canvas. The 

business model canvas is illustrated in Figure 3. 

 



 
 

Figure 3. The Business Model Canvas
47

 

 

3.5. Innovation theory 
 

3.5.1. Definition of innovation 
 

Innovation was defined in 1934 by Joseph Schumpeter as new combinations of knowledge 

and resources
48

 and many definitions have been formulated since then. Other formulations 

have been made, after reviewing “some definitions within the framework of innovation 

management”
49

 such as “Innovation is creating something new and implementing it 

successfully at a market”.
50

 There are also definitions of innovation that focus more on 

experimentation and product development: “In an essential sense, innovation concerns the 

search for, and the discovery, experimentation, development, imitation, and adoption of new 

products, new production processes and new organizational set-ups”.
51

 Most definitions seem 

to agree that innovation means change by using new or existing knowledge to create 

something that has not been done in the exact same form before. 

 

3.5.2. Types of innovation 
 

Innovation can take many forms, but one way to discuss innovation is to divide innovation 

into four broad categories called the 4Ps of innovation.
52

  

 

Product innovation is innovation when changing products or services like a new design of a 

product.  
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Process innovation means innovation in the manufacturing methods used to produce a 

product or by a new way of developing a product or a service.  

 

Position innovation takes place when a product is repositioned to fit and attract new 

customers than before. 

 

Paradigm innovation is “changes in mental models”
53

 when industries or parts of them shifts 

due to new customer needs or behavior, like the shift to low-cost airlines. 

 

Another dimension to change and innovation is “the degree of novelty involved”
54

 which can 

be described by other concepts of innovation:
55

 

 

Incremental innovations are innovations that make smaller changes in an existing product or 

service. These innovations often improve a product or a service by using knowledge 

accumulated around the core competencies. New designs and updates of products or services 

are examples of incremental innovation. 

 

Radical/Discontinuous innovation describes innovations that redefine a market when new 

products or services are presented. These new innovations are not everyday events and 

challenge competition to reframe their work. These innovations are usually technologically 

advanced. 

 

The dimensions of innovation concerning incremental and radical innovations are illustrated 

below. 

 

 
 

Figure 4. Dimensions of innovation
56
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Modular innovations are innovations that create significant product changes in one element, 

often at component level, but the overall structure of the product remains unchanged. 

 

Architectural innovation occurs when existing innovations are managed in new ways. An 

example of this type of innovation can be no frills airlines. 

 

These four dimensions of innovation are illustrated in different zones to easier map the 

innovation landscape. 

 

 
 

Figure 5. Component and architectural innovation
57

 

 

3.5.3. Innovation space 
 

Each of the 4Ps of innovation (product, process, position and paradigm innovation) may be 

placed along “an axis running from incremental through radical change”.
58

 A potential 

innovation space is the space in which an organization can operate to explore its innovation 

opportunities based on the degree of novelty within each of these four innovation categories. 

 

The mapping of innovation space is illustrated below. 
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Figure 6. Innovation space 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



4. EMPIRICAL STUDY 
This part begins by presenting the limited scientific experiences from the only securitization of 

public property rental flows that have been conducted in Sweden. These experiences are 

shown in a case study of Fysikcentrum. A short outlook of the market for Swedish public real 

estate will also be presented. The last section of the empirical study describes real estate fund 

structures and what their business models can look like. 

 

4.1. Fysikcentrum case study 
 

4.1.1. Presentation of Fysikcentrum 
 

Fysikcentrum was built in 2001 as a research center for Physics, Astronomy and 

Biotechnology and is located in Albano in Stockholm, between Stockholm University and the 

Royal Institute of Technology. Today, the building is called AlbaNova Universitetscentrum.
59

 

(Herafter ‘Fysikcentrum’ in this study) 

 

Project development and construction company Skanska was commissioned by the Swedish 

government to build and property manage Fysikcentrum. The lettable area amounts to 45 000 

square meters and was let to Stockholm University and the Royal Institute of Technology on a 

25 year lease.
60

 

 

4.1.2. The securitization structure of Fysikcentrum 
 

The construction cost of the property was 1 200 MSEK and the investment was financed by 

issuing bonds. The property is owned by Fysikhuset Stockholm KB, which is a Special 

Purpose Vehicle established to own and lease the property.
61

 

 

The securitization meant that the property's rental stream was converted to index-linked 

bonds
62

 that were bought by institutional investors. The issuing of the bonds was structured 

and placed by Öhman Fondkommission.
63

 

 

The interest rate on the bond is index-linked to inflation and the investors are protected 

against deflation as interest payments cannot be reduced even if the Consumer Price Index 

(CPI) were to go down. The government has first option to purchase the property when the 

lease expires. If the state chooses not to exercise its option, Skanska has a secondary option to 

acquire Fysikcentrum. 

 

4.1.3. Market study and comparisons 
 

The bonds issued to finance Fysikcentrum received the highest credit rating (AAA rating) and 

the institutional investors priced coupon rate
64

 was 4.29 percent.
65

 The bonds attracted 

tremendous interest among institutional investors and the bonds were oversubscribed.
66
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The coupon rate of 4,29 percent represents the yield
67

 that the investors receive on their 

investment. This means that the property was sold on a yield of 4,29 percent plus the costs of 

the securitization structure. The costs of creating the securitization structure of Fysikcentrum 

have been estimated at about one percent of the total value of the issued bonds, i.e. the price 

of the property. That would mean that the property was sold on a yield of 5,29 percent. 

 

Datscha is Sweden’s largest provider of information and analysis of commercial real estate 

and records historical data on real estate transactions. Datscha has therefore been used as a 

tool to compare property prices when Fysikcentrum was sold by securitization.
68

  

 

The yield of properties similar to Fysikcentrum, i.e. educational facilities with s imilar 

geographic location, ranged from 7,0 percent to 7,5 percent in 2001. This yield is much higher 

than the yield that the investors received for financing Fysikcentrum. It is also possible to 

make a comparison between the yield of Fysikhuset and the prime yield
69

 of office buildings 

in Stockholm Central Business District (CBD)
70

. The yields of office buildings in the CBD 

are usually lower than on the other real estate in the city.
71

 The prime yield in Stockholm 

CBD in 2001 was around 6,4 percent.
72

 

 

The yields from the securitization of the rent flows from Fysikcentrum and the yields from 

similar properties sold at the same time makes it possible to calculate the price difference if 

Fysikhuset had been sold through a normal real estate transaction. This shows the pricing 

differences between the capital market and the real estate market. The price of real estate is 

calculated by dividing the Net Operating Income (NOI)
73

 by the required yield. Backwards, 

the NOI is calculated by dividing the price of the property by the yield. This is illustrated in 

the calculation example in the next section. 
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4.1.4. Calculation example 
 

 
 

 
 

The calculations above shows that the capital market’s pricing of Fysikcentrum was 32 

percent higher than the real estate market’s pricing, including the costs for the securitization 

process and using the lower yield of the real estate market. 

 

 

 

4.2. Outlook of the market for Swedish public real estate 
 

Public properties offer stable, long-term cash flows with low risk and have therefore become 

more popular to invest in.
74

  

 

Public information about the space and the rent of public properties is currently lacking due to 

tax exemptions for special purposes real estate, but figures indicate that the total Swedish 

stock of public properties could be estimated at about 200 million square meters, with a 

market value of about one trillion Swedish kronor.
75

 About 30 percent of these properties are 

owned by parties other than municipalities.
76
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NOI/Yield=Price

Price/NOI=Yield

Fysikcentrum:

NOI/0,0429=1 200 MSEK

NOI=1 200 MSEK/0,0429

NOI=51,5 MSEK

Selling price of Fysikcentrum on the capital market (including costs for the securitization structure):

51,5 MSEK/(0,0429+0,01)=973,2 MSEK

Selling price of Fysikcentrum on the real estate market (using the lower yield):

51,5 MSEK/0,07=735,4 MSEK

Difference:

973,2 MSEK/735,4 MSEK=1,3233=32,33%



An increasing number of municipalities have begun to sell their public properties in recent 

years and this has greatly increased the supply of this type of properties on the market.
77

 The 

reasons for selling public properties include to:
78

 

 

- Focus on core operations 

- Increase flexibility 

- Free up capital for other needs 

 

The demand for public properties has also increased but the supply is probably going to 

increase as many municipalities have announced upcoming sales of their public properties. A 

review of municipal finances also suggests that many of them are in need of capital to make 

investments for various social purposes.
79

  

 

There will probably be an increased demand to build new public properties due to the 

demographic development in Sweden.
80

 Also, many public properties were built in the 1960s 

and 1970s when energy costs were low and energy efficiency rarely prioritized.
81

 This means 

that many of them now need to be replaced. 

 

About 60 to 90 percent of municipal assets are normally represented by real estate which 

means that many municipalities have a very large proportion of their capital tied up in real 

estate.
82

 

 

4.3. The business model of real estate funds 
 

Managers of property funds are effectively venture capitalists with an interest in real estate. 

They work in the same way with a similar business model; they bring in capital from 

investors and then have a few years to place the capital.
83

 

 

One of the most important milestones in the industry of asset management of fund structures, 

such as real estate funds, came when limited partnerships (LPs) were established. This 

arrangement means the limited partner (LP) raises capital “with a few percentage points of the 

capital paid every year for as a management fee for the fund.
84

 The remaining capital is then 

invested by the general partner (GP) and when the investments are exited and the life of the 

partnership has expired, the profits are split 80-20. This means that the owners of the fund, 

after returning the original investment to the limited partners, retain 20 percent of the profit.
85

 

This profit sharing is known as carried interest and can make these sorts of business models 

very profitable.
86

  

 

The real estate funds “hunt” for institutional capital and every fund only has a small number 

of investors. The structure is based on a few large institutional investors acting as the limited 

partner and investing in the real estate fund during a “lock-in period” of usually two to eight 
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years. During this period the LP pays a management fee to the GP to cover the management 

of payroll and rent etc.
87

 

 

The business model of real estate funds looks very similar to other venture capital (VC) firms 

and these can be illustrated as below. 

 

 
 

Figure 7. Business model of a VC fund
88

 

 

As real estate investments are usually capital intensive, LP:s are often a small number of large 

institutional investors. These investors are viewed as the customers and it is quite easy to 

service and provide information to such customers even if they can be demanding.
89

 None, or 

very little, communication with the market is needed as the funds focus on their 

investors/customers.
90

 

 

Investor capital is critical for real estate funds and therefore the relationship between the two 

is crucial in raising capital for new funds in the future.
91

  

 

All VCs creates value for customers by performing different value added activities when 

investing, monitoring and exiting the investments.
92

  

 

Many real estate funds can create value for their customers by reputation alone as other 

buyers of real estate might be aware that the real estate fund will add long term value on the 

properties.
93
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The tenants of the properties that real estate funds invest in can also be viewed as customers 

since the real estate funds offer them a service when letting space.
94
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5.  FINDINGS 
This section will present the findings of the empirical study. It is divided into the three parts 

studied and will describe the findings of the case of Fysikcentrum, the market for public real 

estate and the real estate funds’ business model. 

 

5.1. Fysikcentrum case study 
 

The case study of Fysikcentrum has been used as it is the only case of securitization of rent 

flows from a public property in Sweden today. 

 

The construction cost of 1 200 MSEK was financed by issuing index-linked bonds and these 

bonds received the highest possible credit rating. 

 

The bond issue attracted large institutional investors and was oversubscribed. 

 

The coupon rate on the bonds was set at 4,29 percent and the costs of the structure were 

estimated at 1,0 percent of the total value of the issued bonds. 

 

Yields on properties similar to Fysikcentrum at the time of the securitization (2001) ranged 

from 7,0 to 7,5 percent and the prime yield of office buildings in Stockholm CBD was around 

6,4 percent. 

 

The calculation in 4.1.4. shows that the capital market’s pricing of Fysikcentrum was 32 

percent higher than the real estate market’s pricing, including the costs for creating the 

securitization structure and using the lower end of the yield range at that time (7,0%). 

 

The case study of Fysikcentrum can be used to prove the hypothesis that “the pricing of 

public real estate is higher on the capital market than on the real estate market and this creates 

arbitrage opportunities”. 

 

5.2. The market for public real estate 
 

Public properties have become more popular among investors as they offer stable, long term 

cash flows with low risk. 

  

An increasing number of Swedish municipalities have sold and announced upcoming sales of 

their public properties as they wish to focus on their core operations, increase flexibility and 

free up capital. 

 

Demand to build new public properties will probably increase due to the demographic 

development and the need to replace many inefficient public properties dating from the 1960s 

and 1970s. 

 

5.3. The business model of real estate funds 
 

Managers of real estate funds work in the same way as venture capitalists and share a similar 

business model. 

 



Most real estate funds are structured as limited partnerships. Investors pay an annual fee for 

the management of the fund and when the partnerships expire the profits are usually shared 

with an 80-20 split. 

 

The real estate fund business model is based on a few large institutional investors acting as 

LPs and customers. Virtually no market communication is needed, but the customer/investor 

relationship is important to be able to raise capital for future funds. 

 

Real estate funds perform different value added activities when investing and exiting 

investments and their reputation is important as this can create value. 

 

The tenants of properties in which the real estate funds invest are also customers as they need 

to be offered a value proposition. 

  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



6. ANALYSIS 
The analysis section will analyze whether the hypothesis can be considered tested and discuss 

the findings of the case study. The next section will use the business model framework to 

suggest a business model canvas to exploit the opportunities that this thesis has presented. 

The analysis section will conclude by analyzing the opportunities of financial innovation and 

what type of innovation this thesis represents. 

 

6.1. The hypothesis and case study 
 

This thesis tested the hypothesis that ”the pricing of public real estate is higher on the capital 

market than on the real estate market and this creates arbitrage opportunities”. 

 

The case study of Fysikcentrum shows that the securitization structure can form a financial 

product that receives the highest credit rating and attracts large institutional investors. The 

case study calculations also demonstrate that the securitization of Fysikcentrum created a 

structure that would enable the property to be sold at a price 32 percent higher than the price 

that would have been achieved if Fysikhuset, or a similar property, would have been sold as a 

normal real estate transaction. 

 

This example shows that there can be arbitrage opportunities to exploit due to pricing 

differences between the capital market and the real estate market. However, with the proviso 

that this is based on one single case study. 

 

Every real estate transaction is unique and Fysikhuset was sold via the securitization of the 

rental flows rather than by a regular real estate transaction. However, the big difference in 

pricing of the example indicates that arbitrage opportunities would exist when selling this type 

of real estate.   

 

6.2. Suggested business model canvas of the fund 
 

A business model canvas has been created to show what the building blocks of a business 

model seeking to exploit the arbitrage opportunities described could look like. Bellow the 

canvas follows an explanation and identification of why each building block’s components 

have been chosen. 



 

1. Customer Segments - The customers of a real estate fund set up to buy public properties 

on the real estate market, securitize them, and sell them on the capital market would serve at 

least two customer segments. 

 

The investors in the fund would be one obvious customer segment, just as in regular real 

estate and venture capital funds. However, buyers of the bonds would also be customers of 

such a firm. As the business model is partly based on buying real estate and selling this at a 

higher price on a different market by structuring a financial product, fund investors would be 

making a smaller investment than the buyers of the product. Also, acquisitions at the real 

estate market would probably be leveraged which makes the difference between the invested 

capital larger. This could motivate smaller capital sums being invested in the fund by each 

investor or fewer investors. It is also possible that investors in the fund would want to buy the 

product if they seek secure investments but also want to profit from the product created. This 

motivates approaching a “Niche market” customer segment of large institutional investors and 

also a “Multi-sided platform” segmentation as the fund would serve two interdependent 

segments; fund investors and bond buyers. 

 

The tenants of the properties would not need as much focus as customers as in the business 

model of real estate funds as the value creation element does not lie in attracting new tenants. 

 

2. Value Proposition – A real estate fund creating a financial product suited to certain 

customers offer several benefits to its customers. 

 

The value proposition of the described type of firm is largely based on “Customization” as it 

creates a product to fill the need for institutional investors to make liquid real estate 

investments outside the stock market, or to make real estate fund investments with a shorter 
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lock-in period. The value proposition would also include a “Getting the job done” focus as it 

would handle the creation of a financial structure and partly take the role of an investment 

bank. The product would also have “Accessibility” as part of the value proposition as it makes 

these sorts of real estate investments accessible to a certain type of customer.   

 

3. Channels – The channels of a real estate fund delivering financial innovation would be 

direct but could be both owned or partner channels. The firm would communicate directly 

with its customers, both investors in the fund and investors buying bonds. However, at the 

early stage, when the firm would be relatively unknown, it could help to use partner channels 

like investment banks to reach foreign institutional investors for example. 

 

4. Customer Relationships – If the customer relationships are motivated by the acquisition 

and retention of customers to increase sales, it would in this case mean raising more capital 

for future funds and to issue more bonds at lower coupon rates. This demands “Dedicated 

personal assistance” which is the most intimate type of customer relationship that involves 

dedicating a customer representative specifically to the client. 

 

5. Revenue Streams – The firm described would generate revenue streams from the fund 

investors via a “Usage fee” in the form of a management fee and by “Asset sale” when issuing 

bonds. The profit from these asset sales would then be shared with the fund investors as a sort 

of “Brokerage fee” when taking a percent of the profit. 

  

6. Key Resources – The most important assets to make the business model of the fund work 

are the resources that make it possible to create and deliver the value proposition. These key 

resources would be “Intellectual resources” like proprietary knowledge of how to create a 

securitization structure that works. This requires the right “Human resources”. These are also 

crucial to acquire and maintain customer relationships. “Financial resources” are obviously 

also extremely important to be able to acquire real estate suitable for securitization. 

 

7. Key activities – The most important activities the firm must perform to offer its value 

proposition are “Problem solving activities” such as shaping lease agreements to fit a 

securitization structure. 

  

8. Key Partnerships – The network of partners included in the business model in this case 

includes the partnerships with investment banks to work as sales agents. These partnerships 

can be viewed as partnerships between non-competitors as investment banks would be paid to 

perform sales as a service. However, these partnerships can also be said to be partnerships 

between competitors as the fund would partly take the role of the investment bank in the 

securitization process. 

 

9. Cost Structure – The costs that arise when operating the fund would have the structure of 

a “Value-driven” business model as it focuses on value creation by offering premium value 

propositions by “Customization” and by “Getting the job done”.  

 

6.3. Opportunities for financial innovation 
 

The opportunities for financial innovation to try to exploit the arbitrage opportunities in the 

public real estate market by securitizing real estate rent flows from public properties in a fund 

structure is very much in line with the Schumpetrian definition of innovation as new 



combinations of new or existing resources and knowledge and relates to the discovery, 

experimentation, development and adaption of new organizational set-ups as defined by Dosi.   

 

It is difficult to view the concept of setting up a fund to buy public real estate on the real 

estate market, securitize the rent flows from these properties, and then sell them on the capital 

market in a new format or structure as a change in mental models shifting whole industries 

like Paradigm innovations. Having said that, the innovation is more than a normal Product 

innovation as there are no changes in the types of bonds that already exist. The innovation 

rather lies within Process innovation as it is innovative concerning the development of a 

product to create value by meeting a need for secure and liquid real estate investments. It can 

also be viewed as a Paradigm innovation in this sense as it is repositioned to fit certain 

customers. 

 

Making smaller changes in an existing product or service by using knowledge to improve it 

describes Incremental innovations and can be applied to this thesis as it describes innovation 

at component level rather than a Radical innovation redefining a market, even though it is 

quite technologically advanced to create a securitization structure. 

 

Exploiting arbitrage opportunities in the public real estate market using a fund structure to 

create value for two customer segments can probably be an example of both Modular 

innovation and Architectural innovation as it creates a change in one element of the “product” 

but leave the overall product structure unchanged and then seeks to manage existing 

innovations (like securitization) in new ways.      

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



7. CONCLUSIONS 
This section concludes and summarizes the empirical study and the analysis of it. 

 

This thesis test the hypothesis that “the pricing of public real estate is higher on the capital 

market than on the real estate market and this creates arbitrage opportunities” using a case 

study of Fysikcentrum - the only securitization with a public property as the underlying asset 

in Sweden today. 

 

The case study shows that securitization of real estate rent flows from public properties can 

create attractive investment products. The case study of Fysikhuset also shows that the capital 

market had a much higher pricing than the real estate market. This shows that there are 

arbitrage opportunities to exploit in the public property market even though it can be argued 

that the thesis is not fully proved as it is based on the only existing example. 

 

A business model canvas has been created to show how the business model of a fund, 

working to create value by buying public properties on the real estate market and selling them 

on the capital market, could look at least theoretically. Each of the nine building blocks of the 

canvas has been identified. 

 

The thesis concept can be related to process and paradigm innovation as it develops a product 

to create value for two customer segments. The thesis concept can also be an example of 

modular and architectural innovation because it tries to manage existing innovations in a new 

way and only changes elements of a product and not the overall structure. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



8.  FINAL DISCUSSION 
This section discusses the problems of the study and the research critique and presents 

suggestions for further research within the field.  

 

8.1. Problems and research critique 
 

As there has only ever been one securitization with a public property as the underlying asset 

in Sweden the empirical evidence is definitely limited in the field studied. Testing the 

hypothesis is based on this sole example. Securitizations outside Sweden are not directly 

comparable as Sweden has a certain real estate financing market where bank lending is as 

extremely dominating, although this is starting to change.
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It should also be noted that the interviewees cannot be considered to represent general opinion 

in all cases and this can affect the ultimate findings of the study. 

 

8.2. Suggestions for further research 
 

This thesis has studied the arbitrage opportunities due to pricing differences between the 

capital and the real estate markets. The costs of the securitization process are important to 

study to further investigate such arbitrage opportunities. It would therefore be of interest to 

see further research on the costs of creating securitization structures to examine what the 

minimal and optimal amounts are when issuing asset backed securities based on real estate 

rent flows. 
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