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Abstract 
 

Financial crisis of 2008 became critical period for Swedish economy and its real estate 

market. During this period Sweden has experienced sharp decrease in transaction volumes. 

However compare to other EU and global markets, Sweden managed to perform 

remarkably well and economic recovery has taken place since 2010. 

The purpose of this master thesis is to outline general trends in the development of 

Swedish Real Estate market for FDI in the period of 2008-2013 and provide better 

understanding of foreign investors behavior and the incentives attracted them to invest in 

Sweden. The deductive approach has been used based on the previous studies and theory.  

The quantitative data was obtained from scientific and media sources, while qualitative 

empirical data relies on survey filled in by real estate consultancy companies operating on 

Swedish market. Research focuses on the analysis of overall market situation and changes 

occurred during the 5-year period concerning micro/macro economical issues, behavioral 

factors, country characteristics, business environment, global trends, investors’ behavior 

and expectations. Theoretical basis for the research is an overview of previous FDI 

theories.  

The results reveal that by the end of 5 year period, the situation on the market became 

much more favorable with strong recovery as for the end of 2013. Compare to after crisis 

2009, when foreign transactions volumes were down to 45 bn sek versus 157 bn sek in 

2008, the full year transaction volume 2013 was SEK 99 bn which is in line with 15 year 

historic average.  In 2013 international investment share is amounted to 12%, the most 

active are institutional investors from Norway, Finland, UK, Germany and US. Overall 
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foreign investors are willing to operate on Swedish market in the future, searching for high 

yields at low risk levels within safe, transparent and liquid, highly developed business 

environment with good economical and politically stable regimes. However difficulties 

with accessing finance and lack of prime quality assets on the market became the main 

drawbacks for foreign investors on the Swedish market during last years.  
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1. Introduction 

1.1 Background 
 

Globalization, internationalization and world financial markets integration, which have 

grew massively in last decade, have lead to substantial developments of world national 

economies, political engagements towards more favorable investments conditions, better 

transparency and liquidity, growth of mobility of labor/capital.  Consequently Swedish 

property market has gone from being an opportunistic and inefficient market with low 

liquidity and transparency in the 1990s into an efficient market with generally low 

transaction costs and high liquidity and transparency as for 2013. There has been 

substantial growth in foreign property investments on Swedish real estate market starting 

from 2000.  Deregulations and structural changes made by Swedish government have 

strongly contributed to the improvement of overall investment attractiveness of Swedish 

property market. Financial crisis of 2008 severely diminished foreign presence and overall 

transactions volumes on Swedish investment scene, the drop in transactions was 56% in 

2009 due to the difficulties with obtaining financing and increased time of the sales 

process. However compare to other EU and global markets, Sweden managed to perform 

remarkably well. The economic recovery has taken place since 2010 with transactions 

volumes reaching 110BN sek in 2012, which was 14% higher than average volume over the 

last 14 years. This made Sweden one of the top-five markets in Europe by investment 

turnover. As for 2013 there has been positive shift of Swedish economy with stronger 

private consumption, which has offset lower exports and investments caused by soft 

demand from euro zone. Swedish economy forecasted to be strengthened in 2014, due to 

its sound macroeconomic policies and substantial structural reforms, including increased 

lending from banks, which will stimulate investments and households’ consumption 

(OECD, 2013). According to DTZ, the full year transaction volume 2013 was SEK 99 bn, 

which is in line with the 15-year historic average. Overall as for the end of 2013 Swedish 

market demonstrates increase in transactions volumes thanks to improved financing 

conditions and a widening range of assets targeted by investors (Savills, 2013). Swedish 

property market provides interesting opportunities for the investors due to its high 

transparency and liquidity, favorable business climate and developed consultancy services 

alongside with geographical diversification opportunities and high yielding assets at low 



9 
 

risk levels. However there is high domestic demand on the market and it is difficult for 

foreign investors to compete with local players, who has financial and local expertise 

benefits. In 2013 international investment share is amounted to 12%, however real share 

of international investors should be considered at 20% according to DTZ, due to the 

domicile financing often acquired in the transactions. For comparison, before the crisis in 

2007 international share was amounted for over 50%. As for today foreign investors have 

optimistic outlook for Swedish property market and willingness to invest in it in the future 

remain strong. Foreign capital mainly comes from international institutional investors and 

private property companies located in Norway, Finland, UK, Germany and US.  

 

1.2 Problem Analysis  

 

Sweden has been attractive destination for foreign real estate investors with high growth 

rates since mid of 90-s. The foreign presence began to take off properly after the Swedish 

banking and real estate crisis during 1990 - 1994. At that time large portfolios of properties 

were placed on the market and the possibilities of gaining high excessive returns of 20-

30% were considered fully achievable. During the period of 1994-2008 Swedish market 

was acknowledged as highly transparent and liquid with low degree of exit risk 

(Brattström/Heidkamp, 2008). The growth rate in the period of 2000-2007 was amounted 

for 600% as for FDI into Swedish property market (Falcon/Olsen, 2009). Earlier research 

on this topic within the period of 1994-1998 (Axelsson/Victorin, 1999) concluded that the 

main reason foreign investors entered Swedish market was the excess returns without 

regard to diversification. Later research within period of 2000-2008 also indicated that the 

main reason of entering Swedish market were high yields and diversification, however high 

transparency and liquidity, specific business opportunities in the form of high integrity, 

cultural awareness, relatively easy communication between different real estate 

professionals were second important factors for foreign investors (Falk/Olsen, 2009; 

Brattstrom/Heidkamp, 2008; Arntell/Olofsson, 2004). Global financial crisis of 2008 and 

start of global economic recession slowed down significantly transactions volumes in 

Swedish real estate with the drop in FDI of 47% in 2008, however it still was threefold 

increase compared to 2002 and due to strong Swedish economy didn’t experience major 
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problems compare to other European property markets. After the crisis and till now 

Swedish Real Estate market has been going through recovery, and with the global economic 

recovery forecasted in 2014, it is expected to pick up and cater foreign players with more 

interesting opportunities. Meanwhile there have been various changes on the Swedish real 

estate landscape in several years, including major shifts of transactions volumes, changes 

of investor types and investors’ strategies, changes of the market sentiment.  

 

1.3 Purpose  

The main research question of this thesis is: What are the main changes in Swedish 

property market after financial crisis 2008? 

This thesis aims to overlook historical development, current investment conditions on 

Swedish property market in post-crisis period of 2008-2013 and its future trends, specific 

issues of Sweden, the reasons why investors have been choosing Sweden for their cross-

border investments, analyze changes took place in Swedish real estate market during last 6 

years, evaluate what are the most attractive opportunities on Swedish real estate market. 

The goal of the thesis to provide better understanding of investment process into Swedish 

property market as up to date, outline difficulties for foreign actors and advance market 

knowledge. 

 

1.4 Limitations 

 

The thesis focuses only on foreign direct investments, not taking into consideration 

portfolio investments into listed or unlisted property funds. This thesis focuses on 

commercial and residential types of properties. The empirical part of the study is limited to 

the online survey only of real estate consultancy companies operating within Swedish 

property market with cross-border transactions.  The main reason for that is to get more 

objective and extensive response rate for the study. 
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1.5 Disposition 

 

In the first part of the study background information, problem statement, purpose, limitations, 

methodological approach to the study are presented. Second part of the paper overviews 

different investment and FDI theories based on the available literature and my personal 

understanding of the topic. Third part contains overview of Swedish economy, its real 

estate market and FDI into Swedish real estate market, legal features. In the fourth part 

results of empirical research carried out for this study are presented and analysis is 

conducted.  The last chapter represents conclusions and discussion for the study. 

 

1.6 Research Methodology 

 

In this study the empirical approach has been used in the same manner as in the studies of 

Olga Chernysheva (2011) and Brian O’Connor (2003).  The approach is based on deductive 

method, which assumes previous theories and research as the background.  Current study 

consists of three main parts: theoretical part, data part and analysis part.  

 

Results presented in theoretical part are based on information obtained from various 

academic articles, analytical reviews, previous academic studies carried out in the related 

field, numerous textbooks.  

 

The data part of the research is divided into quantitative data gathered and qualitative 

empirical data. Quantitative data consists of measurable, quantifiable, identifiable and 

numerical information, and for this study it was obtained from diverse media sources 

(newspapers, market analytics, market reports, magazines, organization websites). In 

current study we investigated and measured historical market dynamics and estimated 

market forecasts, transactions information and investors characteristics. Detailed 

quantitative data allows for definition of accurate trends on the market. Though the data 

obtained in current research didn’t provide an overview of all transactions completed on 

the market and all the participants active, this method was considered acceptable.  

Qualitative data is characterized by its descriptive nature to which a numerical variable can 

be given. This type of data is particularly valuable when needed to explain behavioral or 
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situational patterns as in our study concerning investors’ motives and their investment 

decisions’ determinants, the investors’ origin and the types of assets they are interested in.  

Qualitative empirical data for this study was received through sending online data survey 

to the real estate consultancy companies involved in FDI processes in Swedish property 

market. The purpose of using different sources was to achieve better representativeness of 

available data and most reliable objective up-to- dated information.  

 

In analysis part I compare and measure both quantitative and qualitative data collected. 

Which became possible to the well-structured design of the survey, where questions were 

divided into several sections and the whole answering process was limited to 10 minutes of 

respondent time.  The questionnaire was made on the website SurveyMonkey, which is 

specially designed for creating questionnaire and collecting answers. My questionnaire is 

made on the model of the one created by Olga Chernysheva (2011) of her earlier study 

about FDI in Sweden. 
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2. Literature Review of FDI 
 

2.1 Foreign direct Investments 

 

International capital flows typically consist of foreign direct investment (FDI), portfolio 

equity and debt investment, commercial lending and official flows (Razin, 1998a). FDI may 

be broadly defined as the establishment or acquisition of substantial ownership in a 

commercial enterprise in a foreign country, or an increase in the amount of an already 

existing investment abroad to achieve substantial ownership (Wallace, 1990). However 

concept of FDI is a long-term process and involves more than just ownership, as in the case 

of portfolio investments, which at contrary are considered more as short-term. FDI also 

includes direct involvement in the management of the enterprise (Buckley, 1997; IFC 

1997). FDI according to WTO (1996b) “occurs when an investor based in one country 

(home country) acquires an asset in another country (host country) with the intention to 

manage this asset”. Respectively definition of FDI by IMF is based on investor’s share of 

controlling interest within foreign firm, e.g. investor should hold 10% or more of the equity 

of an enterprise, so foreign investment would qualify as direct (IFC, 1997). As a rule of 

thumb this is usually enough to give an investor voting power in the management of the 

enterprise (Mooya, 2003). There are three major kinds of undertaking FDI – mergers and 

acquisitions, expansion investments and green-field investments (Axelsson/Victorin, 

1999). Cross-border acquisition may be a preferable when there’s is a limited time frame 

and financial risks (O’Connor, 2003). FDI theories outline that in order to compete 

successfully in a foreign market a firm must possess some ownership-specific assets in 

knowledge, technology, organization, management, or marketing skills (Chernysheva, 

2011). 

 

2.2 Analytical Framework 

 

FDI brings with it solid owners, modern management, up-to-date technology, “deep 

pockets” which can finance modernization and expansion, export networks, as well as 

other desirables (www.theglobalist.com). 
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Foreign direct investment started centuries ago and it has grown substantially in the last 

forty years. Though many researchers have tried to explain phenomenon of FDI, there is no 

general theory accepted. A lot of FDI theories are constructed assuming partial-equilibrium 

model, making empirical analysis not rational. As Blonigen (2005) says the significance of 

FDI determinants should be considered regarding specific context. Dunning (1993) 

suggests that an all-inclusive theory of FDI is not achievable, due to the fact it must 

consolidate three particular theories- the theory of international capital, the theory of the 

multinational firm and the theory of international trade(also Buckley and Casson, 1985). 

Therefore the maximum can be done is to formulate paradigms to provide analytical 

frameworks for explaining various aspects and theories of FDI. Main research on FDI 

determinants has been conducted by J. Dunning, S. Hymer, R.Vernon, and the most 

authoritative theories are Eclectic theory and OLI Paradigm, competitive advantage theory, 

internalization theory, the product cycle model.  

 

From the perspectives of FDI theories there is little academic literature exists on FDI in real 

estate as for now, particularly for Swedish property market. At the same time we assume 

that from macroeconomic points of view different economic sectors have significantly 

similar determinants and effects concerning FDI. 

 

Little availability of research within the area of FDI in real estate could be explained by 

relatively young nature of cross-border property investments. In early years, local real 

estate markets were not enough developed to allow international actors for entrance. 

There was lack of transparency, higher entering/exit risks and costs, absence of effective 

consultancy services, language and cultural barriers, unfavorable economic/political 

conditions. Therefore property investors were mainly focused on particular geographical 

regions of local expertise and this area of research was not studied due to absence of 

international transactions. But the situation with international property investments has 

changed during last twenty years within developed countries. Swedish property market 

has gone from being an opportunistic and inefficient market with low liquidity and 

transparency in the 1990s into an efficient market with generally low transaction costs and 

high liquidity and transparency as for 2013. The main reason of increased global 
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investment activities is Globalization issue. Starting from 2000 global integration processes 

reached new levels, covering more than decade of massive developments in national 

economies, political engagement towards more favorable investment conditions, financial 

markets integration, growth in mobility of labor capital, availability of information.  

However the reasons for investments to be made are difficult to define and undoubtedly 

many factors influence the decision-making process.  

 

Previous academic research concerning international property investments in Sweden was 

mainly conducted by KTH academics in the form of research articles and by KTH scholars 

in the form of degree projects. Some scholars carried out their research from the viewpoint 

of classical Modern Portfolio Theory and Efficient Market Hypothesis, while limiting their 

studies only to direct investments (Falk/Olsen, 2009; Brattstrom/Heidkamp, 2008; 

Arntell/Olofsson, 2004). Some also used FDI theories as their theoretical basis (O’Connor, 

2004; Axelsson/ Victorin, 1999; Anop, 2007; Chernysheva, 2011).  High yields and risk 

reduction by geographical diversification were concluded to be the main reasons attracting 

foreign real estate investors in Sweden. Secondary motives included market specific 

conditions as high transparency and liquidity, small exit risks, political stability, favorable 

economic conditions, low interest rates, interesting deals on the market, demand from 

tenants, high level of consultancy services, business culture, legal issues, access to 

financing, tax shields.  

 

Below, the extensive overview of the main FDI theories will be presented. 

 

2.2.1 The differential rates of return hypothesis 

 

This hypothesis implies FDI flows from countries with low rates of returns to the countries 

with high rate of returns, assuming neutral risks and no barriers to capital movements, so 

the rate of return being the only determinant of the investment decision. Risk neutrality in 

this case assumes, that investor considers foreign country as a perfect substitute to 

investment in home country. It originates from the traditional investment theory, which 

assumes that the objective of a firm is to maximize profits by adopting marginalist 

approach of equating the expected marginal return with marginal cost of capital (Agarwal, 
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1980). This hypothesis gained popularity in the 1950-s, when American FDI increased very 

quickly, especially when operating in Europe. During empirical testing, this hypothesis fails 

because such assumptions cannot exist in reality and capital cannot move just in one 

direction, leaving countries with lower rates of returns without FDI inflows. It also doesn’t 

explain the benefit of FDI investment versus portfolio investment (Agarwal 1980, Moosa 

2002). 

 

2.2.2 The Portfolio Diversification Theory  

 

This theory implies risk, as another variable upon which the investment decision is made in 

addition to the rate of return and assumption of perfect markets, as in the previous 

hypothesis. Theoretical foundation of the theory is traced back to Markowitz (1952) mean-

variance portfolio theory, which implies measurement of risk through mathematical 

calculations of covariance or standard deviation of ex-post rates of return. Theory assumes 

that investor can reduce portfolio risk, by holding the assets within portfolio, which are not 

perfectly positively correlated, e.g. building diversified portfolio. This is so called optimal 

portfolio (efficient frontier). However higher returns require higher risks, and higher yields 

can be achieved only by allowing greater degree of covariance and vice versa. In another 

words portfolio theory implies principle of balanced diversification, where investor 

structures each assets’ portfolio in the way that the optimal risk-return ratio is achieved. 

From this perspective diversification of portfolio through investments in different 

countries will reduce the total risk involved. Portfolio diversification allows company to 

eliminate firm-specific risk, but not the market risk or risk related to outside market 

events. This theory is superior compare to the differential rates of return hypothesis, since 

it offers plausible explanation for cross-border investments between countries and 

industries (Agarwal, 1980) and takes risk into account - a very important element in FDI 

decisions (Moosa, 2002).   

 

In general risk distribution is a basic rule for asset investments. Diversification includes 

allocation of risks over various kinds of assets to avoid extreme exposure to a single origin 

of risk.  Appropriate diversification must take into consideration a minimum of three 

factors.  The primary factor is timing, because the selection of the investment kind mostly 
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depends on investment time-horizon. Other factors rely on the investor’s decision about 

how high the return they want and the extent of risk tolerance towards the investment 

(Axelsson/ Victorin, 1999). 

 

There is a lot of research on the benefits of international diversification through property 

assets. Whether it is better to diversify through geographical regions or through property 

types is discussed by Eichholtz (1996).  Portfolio theory is a major tool for investment 

decisions as one of the ways to decide in which area to diversify and how much to invest. 

 

2.2.3 The market size hypothesis 

 

Assuming perfect markets, this hypothesis draws relation between market size of the host 

country and its inward FDI volumes. Country market size is measured by country’s GDP or 

by amount of sales of MNCs in that country. Reasonably large market allows for the 

economy of scale, specialization of factors of production and cost minimization (Moosa, 

2002). Empirical studies support the hypothesis that higher levels of sales and the host’s 

country income related positively to FDI. However the problem of choosing the right proxy 

for empirical research has been highlighted, some scholars use real GDP as proxy in their 

testing (Moor, 1993; Wang and Swain, 1995) and some use GDP per capita (Love and Lage-

Hidalgo, 2000). Nevertheless the significance of the market size was proven in numerous 

empirical studies including survey of A.T. Kearney for “Economist” in 2000. In this survey 

135 executives of the world’s 1000 largest companies gave evaluation of probability of 

investing in different global economies. As a result top three countries of their choice were 

USA, China and Brazil, which proves the importance of market size as a determinant of FDI.  

 

2.2.4 Theory of competitive advantages (monopolistic advantage theory) 

 

According to Hymer (1976) MNCs exist only because they have unique sources of 

superiority compare with foreign firms in their own country. This theory explains 

international trade through the model of perfect market with perfect competition, free 

trade, no governmental intervention, perfect information, no uncertainty. While production 

factors cannot be transported, firms willing to invest in foreign country, only if they have 
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competitive advantages arising from their intangible assets, which overcome costs and 

disadvantages of investing abroad.  Under disadvantages we assume cross-cultural, 

behavior differences, which can cause significant managerial difficulties (Moosa, 2002). 

Intangible assets, which in case of FDI should be transferable, are technological knowledge, 

managerial and marketing skills, know-how, brand name, marketing of scale, political and 

bargaining power. So when company cannot sell or lease those kinds of assets, it is more 

profitable to establish FDI in foreign country rather than export products or services. 

Assuming that firm will have competitive advantage compare to other companies in that 

country, e.g. ability to outperform competitors in the same industry or market. 

This theory however doesn’t explain location preferences of FDI.  

 

2.2.5 Location Theory 

 

According to this theory FDI exist because of the immobility of labor and natural resources, 

which leads to location, related differences in the cost of factors of production (Moosa, 

2002).  Therefore developing countries with cheap work force (China, Taiwan, India) 

attract MNCs focusing on labor – intensive production. However cross-country labor 

productivity cannot fully explain FDI decision process as Petrochilos (1989) points out and 

shouldn’t been considered as only variable. Meanwhile Moore (1993) notes that rise of the 

wages will decrease FDI flows in host country. Company also might locate its factory in host 

country if there is rich mine of necessary resources required for the process. Such decision 

will reduce logistic and time costs. The other location determinant would be cheaper cost 

of capital in some countries, which will increase company’s return on investment (Love and 

Hidalgo, 2000). 

 

2.2.6 Production Cycle Theory of Vernon 

 

This theory has been developed by Vernon in 1966 and it suggests that FDI decisions of the 

firm are strongly correlated to the life cycle of its products. According to Vernon there are 

four production stages: innovation, growth, maturity and decline. It assumes a firm as an 

innovative oligopolist located in the developed country, and it exports globally. According 

to the assumption firm has advantage of new technologies, so there is no competition for 
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export of products and strong demand at the beginning. With the time, the competition 

becomes more intensified; the companies copying the original product arise in the 

exporting markets. So it becomes necessary and cost efficiently to establish FDI in those 

markets in order to keep market share (Denisia, 2010). The target markets are the ones 

who have similarities with home market, therefore most FDI take place in developed 

countries. But when the product cycle comes to decline, more MNCs would try to invest in 

developing countries to benefit from cheap labor force (O’Connor, 2003).  

 

2.2.7 Internalization Theory 

 

This theory suggests that MNCs establish FDI in order to avoid competition and gain 

specific advantages (Hymer 1976). Creation of FDI allows MNC for its own internal markets 

with reduced transaction and information costs, time lags and uncertainty, absence of 

intermediates, protected technological or marketing know-how. This is particularly 

important for corporations with high R&D expenditures, when technological and 

knowledge transfer to external sources is unsafe or complex, even though it is secured by 

patents. However MNCs will engage in FDI only if benefits of exploiting firm-specific 

advantages outweigh the relative costs of the operations abroad (Hymer, 1976). 

Internalization implies vertical integration, with development of new upstream or 

downstream activities of the production chain (Morgan, R./ Katsikeas, 1997).  

 

2.2.8 The Eclectic theory of Dunning and OLI paradigm 

 

Eclectic paradigm developed by Dunning (1977, 1978, 1988) creates extensive framework 

explaining why MNEs will enter foreign markets through FDIs rather than through 

alternatives modes as licensing, joint ventures, strategic alliances, management contracts 

and exporting. This theory assumes that firm must have some competitive advantage in its 

home country (O’Connor, 2003). This theory considered being the most authoritative 

treatment of FDI. Dunning states that MNCs will sick cross border activities only if they can 

obtain certain advantages not available to foreign country firm. Dunning recognizes 

impossibility of single theory to explain all complexity of FDI by MNEs. Therefore it brings 
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together three different theories of FDI under the context of OLI paradigm: ownership 

specific advantages, location-specific advantages and internalization advantages (Mooya, 

2003). The important element of the eclectic theory is that all three conditions should be 

met before FDI is made, otherwise the most profitable way of entering foreign market will 

be other method, such as licensing or export. 

 

“O” from ownership specific advantages (Hymer, 1960):  

This refers to intangible exclusive to the enterprise assets, transferable within 

international company at low costs, leading either to higher income or lower costs (Denisia, 

2010). These advantages may include ownership of natural limited resources, patents, 

trademarks, access to financial capital, technology, marketing, organizational and 

management skills, economies of scale. These specific benefits of the company would allow 

company to exceed its operating costs in foreign market and increase marginal profits 

compare to competitors (Dunning, 1973, 1980, 1988). 

 

“L” from location specific advantages (Vernon, 1966):  

Location preferences of MNCs include economic benefits such as production factors, costs 

of transport, market size, telecommunications, presence of raw materials, lower taxes, 

lower wages; political factors as common and specific governmental policies affecting FDI 

flows; social advantages as cultural diversity and attitude towards strangers (Denisia, 

2010).  

 

“I” from Internalization advantages (Buckley and Casson, 1976): 

Internalization advantage means that firm benefits from controlling whole production 

chain. Company has advantages from its own production and from keeping specific assets 

and skills inside the business, instead of signing licensing or establishing joint venture or 

outsourcing (Dunning, 1993). Internalization allows for reduced transaction costs, to avoid 

governmental interventions, to achieve synergistic economies, to control market outlets, to 

control supplies of input (Mooya, 2003). 

 

2.2.9 The oligopolistic reaction theory 
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Oligopoly theory assumes that competitor firms in oligopolistic industries copying each 

other as part of competition. This theory established by Knickerbocker (1973) extends this 

to FDI and holds that firms become multinational to match the other firms in oligopoly. The 

other way around it can be defined as follow-the – leader theory, or that the firm imitates 

the other in order to reduce risk of being different and keep their market share. 

Knickerbocker concludes that as higher competition of the market, as higher will be entry 

concentration of FDI. Second, that entry concentration is caused by the first entry leading 

company of the industry. Third that entry concentration will be higher for those industries, 

where marketing skills are the key factor of success. However this theory doesn’t explain 

the determinants of cross-border investing for the initiating firm (Lizondo, 1991). 

 

2.2.10 Behavioral theories of FDI 

 

Apart of rational economic factors maximizing profits, which are listed in the above 

theories, there are behavioral factors affecting FDI, which presume perceptions and other 

cognitive features of managers (Katona, 1975). Psychic distance is suggested as significant 

in determining location of FDI by behavioral approach. This includes differences in 

language, education, business practices, culture and industrial development (Johanson, 

Vahlne, 1977). Therefore, the behavioral approach considers how the extrinsic and 

intrinsic motives of managers, which are the source of their changing expectations, 

influence the decision-making process in the presence of uncertainty (Chernysheva, 2011). 

 

2.3 Determinants of FDI – Summary  

 

As you could see from the above FDI theories, there are major methodological problems 

when it comes to establishing determinants of FDI and their relative importance, since FDI 

is diverse subject, responding to broad number of different factors as location, motives, 

investment type, investor size, and economic conditions, temporal factors (Mooya, 2003). 

Most of empirical research on FDI has been conducted through surveys (ex-poste results) 

and econometrical studies (ex-ante findings). The major difficulty with econometric studies 

is finding good proxy and scarcity, unreliability of the economic data, especially in 
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developing countries. Notwithstanding empirical research, being conducted on FDI has 

provided valuable insights on the factors affecting FDI.  

 

Overall research findings can be summarized as following. Academic literature tends to 

explain FDI decision-making process by strong economic fundamentals in the host 

economies (Dunning, 1993, Globerman and Shapiro, 1999, 2001). Factors as economic 

distance, transport/costs, market size, fiscal incentives, business and investment climate 

and political and economic risks, the rate of GNP growth, economic stability, are 

determined by researchers as influential considering FDI decision process (Anop, 2010). 

The market size of the host country, with reference to the market-size hypothesis, is 

suggested as the dominant influence in inward FDI, based on various panel data studies 

including UNCTAD’s (1998) empirical analysis of 124 countries in periods 1980-1995, 

Sader’s (1993) cross country regression for 21 developing countries and other works by 

Swedenborg (1979), Dunning (1980), Papanastassiou and Pearce (1990), Billington (1999) 

and Holland (2000). However in recent years, thanks to globalization, FDI incentives in the 

form of financial subsidies, tax holidays, import duty exemptions and other fiscal measures, 

becoming significant determinants of FDI flows (Blomstrom and Kokko, 2003), (Easson, 

2001), (Taylor, 2000).  

 

Concerning studies about FDI in transition economies, Bevan and Estrin (2000) found that 

FDI inflows are significantly influenced by factors as risk, unit labor costs, host market size 

and gravity factors. Empirical study by Nunnenkamp and Spatz (2002) of 28 developing 

countries showed high correlation between FDI flows and GDP per capita, risk factors, 

foreign trade restrictions, complementary production factors, administrative bottlenecks 

and cost factors. While factors as population, GDP growth, firm entry restrictions, post-

entry restrictions and technology regulation didn’t contribute to FDI. Factors as the size 

and growth rate of GDP, the skilled labor, the receptivity of foreign capital, the country risk 

rating, stock market fluctuations, modern communication facilities, business environment 

significantly affect FDI decisions in developing countries, based on panel data studies by 

Nonnemberg and Cardoso de Medonco (2004) and Mottaleb (2007).   
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In general there is lack of academic research done on FDI in developed countries (Anop, 

2007), and even less regarding FDI in property sector. One of those few is by KTH academic 

Sviatlana Anop in 2010, which has conducted econometric study on FDI in developed 

countries by running linear regression based on panel data analysis for 15 OECD countries 

of European area for the 1996-2007. Among the main factors attracting FDIs into real 

estate in those countries were market size, the degree of the human capital and road 

infrastructure. 

 

2.4 Effects of FDI 

 

Vast amount of researchers (Ragazzi (1973), Rugman (1976), Agmon and Lessard (1977), 

Stulz (1981), Doukas and Travlos (1988) Pfaffermayr (1994), Rivoli and Salorio (1996)) 

analyzed the effects of FDI both from the viewpoints of parent companies and host 

countries. From the perspective of MNC, FDI is the way to access lower costs and 

productive efficiency (Lyroudi, 2004). Empirical evidence of FDI on economic growth is 

ambiguous, while in theory numerous economists underline the importance of FDI for host 

countries, as an element of economic development, especially in developing countries 

(Denisia, 2010), (Lyroudi, 2004).  Accordingly FDI have several positive effects on the 

economy of host country such as higher employment, productivity gains, improved market 

liquidity, competitiveness and technology spillovers, managerial skills, know-how, 

introduction of new processes (Caves, 1996), (Borensztein, 1998). FDI support 

competitiveness of local firms, provide higher exports, access to international markets and 

currencies, substituting bank loans as a source of financing, which is especially important 

for least developed countries (Blomstrom, 1994), (Smarzynska, 2002).  From the other 

side, researchers conclude negative effect of FDI on economic development of host country, 

since they may displace local companies or lower its growth rate (Hansons, 2001), 

(Lyroudi, 2004), (Greenwood, 2002). According to Hirschman (1958) FDI effects depend on 

the sector of economy. Sometimes researchers also outline the difference of FDI effects in 

developed and developing countries, observing that there are could be positive effects for 

export promoting countries but negative for import substituting ones (Chernysheva, 2011).  

From the investors perspectives FDI are associated with significant risk taking. The 
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following problems are common for the investors entering foreign markets (Worzala, Ball): 

lack of local expertise, taxation differences, management and operations after investment is 

made, information costs, misunderstandings due to cultural or language difficulties, 

increased transaction costs, uncertainty due to currency fluctuations, regulations, 

restrictions on foreign ownership, market efficiency and liquidity problems, inefficient 

pricing, risk of political and currency instability. 

 

Above theories confirm that FDI are affected by various changing over time factors.  

Moreover, there is no common theory, which is able to explain FDI decision making process 

and investors’ incentives behind it due to complexity of the topic and various factors - often 

non-measurable ones, involved, e.g. regional differences, historical and cultural issues. 

Therefore the next parts of the thesis will conclude empirical investigation of investors’ 

incentives and their relevance towards FDI theories. First we will look on Swedish 

economy, its real estate market, FDI scene drawing information from analytical reports 

available on internet, statistics and quantitative data obtained from one of the Swedish 

consultancy services. Then we will present analysis of results of qualitative study, which 

took place in the form of online survey of Swedish real estate consultants working with 

foreign investors in order to verify data available online and get better exposure to the 

market. 
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3. Swedish Real Estate Market 
 

Swedish Real Estate market became open for foreign since mid 90-s and gained its 

attractiveness rather quickly.  The reason of its appeal to international investors lies 

behind very developed, highly transparent property market, which is liquid, has good 

yields, low transaction costs and favorable tax regime. The Swedish market is the most 

liquid and one of the most transparent in Europe with turnover at about 9% of its invested 

stock (DTZ, 2013). Sweden also has strong well-diversified economy, stable legal system, 

political stability and well-developed consultancy and financial markets. Following chapter 

will investigate current state of Swedish economy and its real estate sector and its 

conditions in conjunctions with FDI based on analytics available at the moment. 

 

3.1 Swedish Economy 

 

Swedish economy is positioned as one of the most developed and secure in the world. It is 

export-oriented and based on industries as motor vehicles, 

telecommunications, pharmaceuticals, industrial machines, precision equipment, chemical 

goods, home goods and appliances, forestry, iron and steel. It has been acknowledged for 

its mix of high-tech capitalism and extensive welfare benefits. 90% of the companies are 

privately owned and Sweden has the second highest total tax revenue in the world behind 

Denmark with 44.2% of GDP.  

 

The financial crisis considerably slowed down Swedish economy with GDP drop in 2009 to  

-5%, though Sweden has avoided the worst economic problems and performed remarkably 

well during post recession period with cumulative growth at 5,5%. The economic recovery 

has taken place since 2010, when real GDP annual rate became 6,3%, with further growth 

over 2011 of 3,7%. In 2012 Swedish economy entered slow down, alongside with most EU 

countries in the face of global economic crisis. However it’s GDP was 1,1 %, which is strong 

compare to other European countries. As for 2013 there has been positive shift of Swedish 

economy with stronger private consumption, which has offset lower exports and 

investments caused by soft demand from euro zone. Though at the beginning of 2013 

http://en.wikipedia.org/wiki/Motor_vehicles
http://en.wikipedia.org/wiki/Pharmaceuticals
http://en.wikipedia.org/wiki/IKEA
http://en.wikipedia.org/wiki/Forestry
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Swedish Economy grew very modestly, strong end of the year pushed country yearly GDP 

growth to 1,5%, which was over most forecasts. As for 2014 GDP growth is forecasted to be 

2,5 % (C&W, Savills 2013, 2014). Swedish economy is forecasted to be strengthened in 

2014, due to its sound macroeconomic policies and substantial structural reforms, 

including increased lending from banks, which will stimulate investments and households’ 

consumption (OECD, 2013). Domestic demand is considered to be the main driver of 

economic growth (C&W, 2013), where households are supported by low inflation, strong 

krona, falling prices of imported goods and improvements in employment. Unemployment 

rate in Sweden has been around 8% during the period of 2009 - 2013, which is on average 

lower than in other EU countries. However it will take time to recede in long term 

according to OECD. Exports have been weak in 2012 and forecasted to expand in 2014 due 

to increased demand from stronger economies as Norway and Germany, which have close 

trade links with Sweden (DTZ, 2013). Forecasts from Oxford Economics suggest that export 

volumes should rise by 3.3% in 2014 after falling 2.3% in 2013. Inflation forecasted to 

remain on its low level of 1% in 2013-2014 periods, while attending 2% level by 2015 due 

to improved economic situation.  Short term interest and repo rate reported to be low at 

1% as for the end of 2013 and it will not be changed until the end of 2014, to support 

market expectations and enable rise of inflation (Riksbanken, 2013). Low interest rates and 

improvements in macroeconomic indicators play a key role in attracting more foreign 

investor into the Swedish economy. Savills predicts that Sweden will outperform Europe in 

the short term. 

 

  

 

Figure 1: Historical GDP Growth and repo rates. Source: Statistics Sweden, Riksbanken 
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3.2 Swedish Real Estate Market 
 

Overall development of real estate market in Sweden reflects general economic cycles, so it 

has experience it’s downturns during crises of 2001-2003 and 2008-2009. The 

consequence of the financial crisis of 2008 was a massive decrease in global investment 

volumes into commercial real estate by 56% (DTZ, 2008). Reduced real estate transaction 

volumes due to the difficulties with obtaining financing and increased time of the sales 

process were yet another reflection of worsened economic conditions in Sweden during 

2008-2009 financial crisis period. However investment market in Sweden has been 

recovered to certain degree after financial crisis in 2008, with strong rebound in 

transactions volumes in 2010-2012. The transactions volume in 2012 in Swedish real 

estate was amounted to 110 BN sek, which is 4% higher than in 2010-2011 and 12% 

higher than average volume over the last 14 years (DTZ, 2013). It made it one of the top-

five markets in Europe by investment turnover (Savills, 2013). The beginning of 2013 was 

rather cautious, with low transactions volumes and fewer deals, the transaction volume 

amounted for SEK 16 billion and it was 40% down compare to the same period of 2012 

(Savills, 2013).  But the trend changed to a strong recovery before the half of the year 

ended, and 2013 ended with total increase in transactions of 9% compare to 2012 (CBRE, 

2013). According to DTZ, the full year transaction volume 2013 was SEK 99 bn, which is in 

line with the 15-year historic average. 

 

 

Figure 2: Historical transaction volumes. Source: DTZ 
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As Savills says ongoing drop in the number of transactions, which was present since 2011, 

finally got broken in Q2 of 2013 and the end of 2013 showed increase in transactions 

volumes thanks to improved financing conditions and a widening range of assets targeted 

by investors (Savills, 2013). At the moment all Swedish banks are good lenders, alongside 

with German and Danish banks. Though banks financial supply is limited to existing clients 

and portfolios of prime properties and portfolios with low perceived risks, such as 

residential and public assets. Important trend is that investors have started to look on good 

secondary assets, due to aggressive pricing of highly demanded prime assets in recent 

years.  So market became increasingly polarized with investors seeking either prime 

properties, either development projects, either good secondary high yielding assets. During 

2013 there was ongoing trend in diversification on Swedish real estate market in terms of 

interest for different types of properties with a focus on prime assets with mainly stable 

yields (CBRE, 2013). Financially strong companies with good credit access have made 

majority of transactions. Institutions and private real estate companies continue to 

dominate the market (Newsec, 2013). Cross-border activity was low in 2013, with the 

share of foreign investors only about 12% on the market, while in 2012 share of 

international investors was about 20%, and in 2010-2011 it was 10-15% (DTZ, Newsec, 

2013). The explanation is that quite a few funds have reached the end of their holding 

period and are entering a disposal phase (Savills, 2013). Stockholm has dominated among 

international investors with more than 70% of all executed transactions (CBRE, Colliers, 

2013). Even though there was a decline in share of foreign investors on Swedish property 

market in recent years, there is strong international interest for all assets classes in 

Sweden, which is perceived as safe and attractive market and analytics predict more new 

entrants into the Swedish market and a net buying trend 2014. The strong Swedish 

currency and high hedging costs contribute to holding back foreign investors in 

competition with national players (CBRE, 2013). In general there are positive forecasts for 

2014 with increase amount of transactions and more available alternative financing. The 

main trends for Swedish real estate market in 2014 are: market is seen as attractive for 

foreign investors, green building standards appear to be main criteria for real estate 

investments and more opportunistic/risk strategies are expected (JLL, 2014).  
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Geographically investors have strong though declining bias towards Stockholm area. If we 

look at the statistics over 2010-2013, average of 38,6% transactions were executed in 

Stockholm. However there are three main areas which are popular among investors in 

Sweden, together with Stockholm those include Gothenborg (Västra Götaland) and Malmo 

(Skane). Though mixed asset portfolios and assets, which are located outside three major 

cities also attract large share of investments volumes, which we can see from the statistics 

breakdown below. In 2013 Stockholm’s share of overall transactions has come down to 

27% and in Q4 the share was 29%.  In recent years, geographically mixed portfolios and 

properties located outside the three main Swedish markets became have attracted the 

growing share of total investment capital. In Q4 2013 these two categories represented 

more than half of the total transaction volume (DTZ, 2014).  

 

  

Figure 3: Transactions per region, %. Source: DTZ 

 

Looking at market segmentation in 2013, residential and office assets in Stockholm area 

and other growth cities prevail on the market accounting for 34% and 23% respectively Q4 

of 2013, followed by retail and industrial sectors (large purchase of Catena by Brinova in 

Q3 2013 boosted industrial sector) (DTZ, 2013-2014). Residential transactions in the first 

three quarters of 2013 amounted to approx. SEK 25bn or 36% of the total transaction 

volume in Sweden (Savills, 2013). Residential properties are in high demand in the current 

market, which reflects market interest in low-risk investments with benefit of obtaining 

relatively easy financing. Overall there has been increasing investors’ interest towards 

segments, which provide good yield at an acceptable risk.  Residential and office sector 
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remain most favorable over the period 2010-2013. Meanwhile strong demand, exceeding 

the supply, has been noticed for low-risk profile properties in the public sector, where 

long-term leases prevail (DTZ, 2013). Hotel is another sector that is increasingly sought for 

by investors as its risk premium has gradually come down (DTZ, 2014). Geographically 

Gothenburg and Malmo seem to be slightly more attractive for office real estate 

investments in 2014, than Stockholm and Uppsala. Stockholm and Malmo will be preferred 

targets for residential real estate investments. Stockholm and Gothenburg will be most 

favorable destinations for retails investments (EY, 2014). Historical breakdown of 

transactions by segment you can see in the figure below.  

 

 

Figure 4: Transactions per segment, %. Source: DTZ 

 

Rental markets across Sweden has been strong in the period of 2008-2013 despite the 

financial crisis, although some slow downs in rental trends have been observed. At the 

moment there's slow increase in rent levels across all markets in the Nordics - mainly in 

the newly built segments. Stockholm rent level has increased by 2,3% in 2013 and it is 

expected to remain stable in 2014 (JLL, 2013).  Vacancy levels in Stockholm are constantly 

decreasing since 2012. As for the end of 2013 the vacancy rates in Stockholm CBD were 

about 4%, which is the lowest recorded vacancy rate for Stockholm office market since 

2008 (Newsec, JLL, 2013).  There has been a trend in Stockholm for large enterprises to 
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reason for relocations (Newsec, 2013). Overall demand for prime office properties remains 

high as for 2013, especially with improved financing, where debt is available again together 

with alternative financing. There are more buyers than sellers whereas prime office 

properties are in short supply, which makes increasing prices typical for this property 

segment (DTZ, 2013). General demand for offices in Stockholm reached 392,000 sq. m in 

2012, which is second largest take-up in post-crisis period (JLL, 2013). However a new 

volume of office space is due for completion in 2014, with a total of 150,000 sq. m. 

scheduled. 2014 is likely to be characterized by continued high demand for investments 

considered safe such as inner city objects, residential and commercial properties in prime 

locations with secure cash flow (CBRE, 2013).  

 

The prime office yields remained stable but rather low in 2013 with average 4,5% in 

Stockholm, 5% in Gothenborg and 5,5% in Malmo. Analytics forecast prime yields remain 

at the same level in 2014 due to the high demand on the market and continuing interest 

rates. Yields became firmer for the best secondary assets within the office segment in the 

major cities (DTZ, CBRE, Savills 2013). Market is shifting towards higher yielding segments, 

such as inner city and prime suburban locations in the major cities and secondary locations 

in the major cities and secondary locations in growth-cities (Newsec, CBRE 2013). Analysts 

predict gradual narrowing of the yield gap between the prime and secondary segments.  

Please see historical breakdown of prime office yields on the figure below.  

 

 

 Figure 5: Prime Office yields, %. Source: DTZ 
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The largest deals closed by Swedish players in 2013-2014 are: 

 

 The Carlyle Group’s SEK 3.8 bn divestment of Globen City and Startboxen 3, south of 

Stockholm city, to the Swedish listed property company Klövern. Total lettable area 

amounts to around 140,000 sq. m. mainly of office space.  Source: CBRE – 2014 

 AREIM’s acquisition of the office and development property Brädstapeln 15, “Sthlm 

Crown”, in inner city Stockholm from RSA Insurance Group estimated at a price of SEK 

2.3-2.4 bn. Source: CBRE – 2014 

 Söderport Fastigheter’s acquisition of a portfolio from AB Volvo. Total volume ended up 

well above SEK 2.2 bn. The portfolio comprises of 322,000 sq. m mainly of industrial, 

storage and office use. The majority is located in Torslanda in Gothenburg but also in 

other parts of Sweden, Finland and Denmark. Source: CBRE – 2014 

 GE Real Estate  s divestment of an 8  asset, mostly office, portfolio to listed Swedish 

property company Kungsleden for SEK 5.5 billion. Source: CBRE – 2013 

 Allianz sold its’ SEK 1.6 billion property Jericho 3  to Swedish institution AMF - only 

major office transaction in Stockholm CBD in 2013.  Source: CBRE - 2013 

 Vasakronan  s SEK 1.2 billion sale of the PostNord H  in Solna Stockholm to Delarka 

Holding. Delarka was established by Pareto and is owned by Nordic institutions and 

private capital, predominately Swedish. Source: CBRE - 2013 

 Provinsfastigheter sold portfolio of mixed-used properties to Swedish property 

company Hemfosa & Crown Nordic Management for SEK 1,285 billion. Source: CBRE - 

2013 

 Fastighets Ab Tornet sold portfolio of residential property to Swedish listed property 

company Victoria Park for SEK 1 billion. Source: CBRE - 2013 

 In  2 2013 Heimstaden’s sold 70% of the shares in a residential portfolio (1 8 

properties) to a consortium of institutional investors lead by Alecta for circa SEK 2.9 

billion. Source: CBRE - 2013  

 Stena Property buys an office property in Gothenburg from Skanska. It is 17,000 sq. m. 

property, completed in 2010 and certified according to environmental classification 

system LEED platinum level, the Nordic region's first building with this certification. The 

transaction volume was SEK 617 million (€ _72 m). Source: Fastighetsvärlden – 24. June 

2013  
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 Hotel Amaranten in central Stockholm has been acquired by Home Capital from Host’s 

for approximately SEK 1 billion (€ _117 million). The property comprises 16, 00 sq. m 

and is one of the capital's largest hotels. Source: Fastighetsvärlden – 20. June 2013  

 Wihlborgs acquires portfolio of Ideon in Lund from Ikano Fastigheter. The acquisition 

comprises ten properties with a lettable area of 63,000 sq. m to the price of SEK 1,500 

million net (€ _175 million). Source: Wihlborgs release – 18. June 2013 

 

3.3 FDI into Swedish Real Estate 

 

FDI inflows in the Swedish economy historically have been significant contributors to the 

country’s GDP, with average annual of 5-10% of GDP. However there has been decrease in 

inward FDI starting from 2008. If in 2008 inward FDI was amounted for 8,5% of Swedish 

GDP, then it started to decline and reached its minimum of 0,4% in 2010 with average 

annual rate of 2,5 % during the period of 2008-2013 (World Bank, 2013). These low 

investments volumes into Swedish economy are the consequences of overall low global 

investment activity caused by global economic crisis, where international investors have 

been underinvesting for decades due to bad financial and economic conditions. As global 

economies are stabilizing with higher growth rates and improving financial conditions and 

investors gaining confidence, there are positive forecasts for FDIs for 2014-2015. 

Structural factors are changing with real interest rates being on the rise in long term, 

according to Newsec. Therefore investments will be the way to improve international 

competiveness for global economies.  

Swedish real estate market in past few years has been dominated by Swedish investors, 

which concluded on average 88% of all executed acquisitions in 2008-2013 (DTZ, 2013). 

Though international investors still perceive Nordic real estate market as “safe haven”, 

investment market was marked by “wait and see” mood up till 2013. Investors were keen 

to see whether the global crisis is dissolved or if the signs of recovery only are temporary.  

(Colliers, 2013). In 2013 international investment share is amounted to 12%, however real 

share of international investors should be considered at 20% according to DTZ, due to the 

domicile financing often acquired in the transactions. Some analytics predict this share 

remain on the same level in upcoming 2014 (DTZ, 2013). Some anticipate new entrants 
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during 2014 and a net buying trend for the non-Swedish investors, considering positive 

sentiment in the market and global economies (CBRE, 2013). In Q4 2013 foreign investors 

completed only five transactions. However, two of these deals were substantial and 

therefore the international share got as high as 19% as for the end of 2013 (DTZ, 2014).  

The international share is unlikely to increase dramatically in the near term. However, 

provided that high quality, sizeable (SEK 1Bn or more) portfolios or single properties come 

up for sale; the international share could possibly rise faster than expected (DTZ, 2014). 

 

In general situation with transaction on Swedish property market got better in 2013. Total 

transaction volumes in 2013 were 9% up compare to 2012.  After first quarter with its low 

activity market picked up strongly as it was predicted. Reported transactions volume has 

been SEK 24 billion in second quarter, which was 38% up compare to the same quarter in 

2012. In 4th quarter of 2013 transactions volume was amounted for SEK 30 billion versus 

SEK 27 billion in 2012. Absence of available prime objects continued to hold back generic 

transactions’ volume, but there is positive sentiment on the market including better 

financing availability (CBRE, 2013).  In 2013 there have been few transactions in the prime 

segments, instead the segments with the most activities have been offices in inner-city and 

prime suburban locations, as well as residential properties in the suburbs and regional 

cities. This trend is going to pick up and strengthen during 2014-2015, making secondary 

segments having strongest returns on the North European property market (Newsec, 

2013). Q1 of 2014 brought an increase of 90% with total volume of 25 SEK bn in 

transactions volumes compare to the same period of 2013. The share of international 

investors is estimated at 9% as for Q1 2014 (CBRE, 2014).  

 

International investors have been mainly concentrated on Stockholm region with share of 

more than 70% of all executed transaction.  Largest cross-border transactions, which took 

place in 2013 include: 

 

 Starwood Capital’s (American private investment firm) acquisition of 7 retail assets for 

SEK 3.9 bn from KF (the Swedish Co-operative Society) 

 Rockspring’s (UK property fund) acquisition of Lidingö Centrum from Vasakronan for 

SEK 771 million.  
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 In July 2013 Corpus Sireo, a German property fund, invested about SEK 500 million in 

two office properties in Malmö CBD (Newsec, 2013).  

At presence the largest foreign investors on the Swedish market are: Starwood Capital 

Group, Rockspring, Corpus Siero, Carlyle Group, Citycon, Canada Pension Plan Investment 

Board, Aberdeen property investors, GE Real Estate, Acta, Boultbee,  Hemistaden, ING Real 

Estate, Klepierre, London and Regional, Nordisk renting, SveaReal, Vital, Rodamco, Northen 

European Properties etc. 

 

Swedish market is considered to be attractive by international investors, though there have 

been some international property divestments in 2012 -2013 (JLL, 2013).  According to 

CBRE the interest in the Swedish property market from international capital is 

continuously strong, as Sweden is perceived as a safe and attractive market. However the 

strong Swedish Krona and high hedging costs hamper foreign investors on Swedish 

property market (Newsec, CBRE, 2013).  Many cross border investors are reliant on 

borrowing, except for institutional and sovereign wealth money. These investors find it 

harder to compete in Sweden where a mix of local institutions, quoted and private property 

companies are already very active (DTZ, 2013).  

During the period 2008-2013 the most active international buyers on Swedish property 

market were investors from Norway. While other active players included investors from 

US, UK, Germany and other locations, please see the figure below (DTZ, 2013). Norwegian, 

American, German and European (multi-country) investors were active in Q4 2013 (DTZ, 

2014). 
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Figure 6: Investors per country, %. Source: DTZ 

Looking at international investors’ categories over the period of 2008-2013, Swedish 

market was dominated by institutional investors (28% average) and private property 

companies (26,4%), followed by quoted property companies (18,2%), see the figure below 

(DTZ, 2013). While in Q4 2013 quoted and private property companies accounted for an 

equal share of 26-27% of the investment volume followed by institutions (21%). On the sell 

side private property companies dominated with more than 50% of the sales volume, 

followed by institutions and quoted property companies (14-15% each). The largest net 

buyers in Q4 2013 were private property vehicles followed by quoted property companies 

(DTZ, 2014). 

  

Figure 7: Investors per category, %. Source: DTZ 
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Summing up situation for foreign investors in 2013 on Swedish real estate market, there is 

strong interest from their side for prime properties with high domestic demand.  However 

such assets’ availability is restricted by lack of supply. Though there is improvement in 

availability of financing, strong Swedish Krona and high hedging costs weaken positions of 

international investors compare to the national actors. International investors simply 

cannot compete for the most attractive prime office and residential assets on the market. 

However international investors have been successful in acquiring prime shopping centers, 

retail parks and logistics during 2012 (Savills, 2013). Market liquidity is getting better, 

though the difficulty in acquiring securing of financing for secondary assets is likely to 

prevail in upcoming future (Savills, 2013). Though long-term interest rates have been 

rising for the first two quarters in 2013, together with upward rent levels, there is 

favorable stable high gap between yields and interest rates, especially for secondary assets. 

The shortages of prime assets will likely lead investors into secondary riskier assets 

investments, which will affect secondary market in positive way (Savills, 2013).  Overall 

market is in the middle of a market shift towards secondary located assets and the key 

market trends can be summarized as following: increased activity in higher yields 

segments, continuous high interest in residential properties (Newsec, 2013). According to 

Earnst and Young survey 2013 Eurozone is unlikely to be seen as an investment driver into 

Swedish real estate. 

 

3.3 Legal Features for FDI into Swedish Real Estate  
 

Swedish tax structure is transparent and efficient, and designed to meet the needs of 

international investors. Companies can benefit from advantageous tax rules, favorable 

structures for holding companies and a tax relief for key holding employers (Business 

Sweden, 2014).  

After the  “Law of Foreign Acquisition of Swedish Firms” was canceled and the “Law of 

Foreign Acquisition of Real Property” was amended in 1993, foreign investors can freely 

invest in Swedish real estate without any restrictions on foreign ownership on very similar 

conditions as domestic investors. Additional simplifications occurred in 2010, when laws 

like “Pre-emption Act” and “Act on Acquisition of Rental Property” were canceled which led 
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to considerable simplifications of formalities in transfers of ownership in real properties 

and resulted in larger mobility on the real property market (Bergh & Co Advokatbyrå AB, 

2011).  

Please see below the most important legal aspects for FDI in Sweden (Business Sweden, 

2104, Deloitte, 2013, Chernysheva, 2011): 

 

 The regulation of property  

Swedish land is divided into individually identified property units (by name and code). 

Swedish Land Code (Jordabalken) regulates all the key points of private real estate law in 

Sweden, including property fixtures, mortgages, formal requirements, usufructs (the right 

to use and derive profit from a property), leases, easements, registration of property rights.  

All information about property and its ownership is registered in the Real Property 

Register (FastighetsRegistret) incl. the location of the property unit, the title of the holder, 

plans and regulations, mortgages, easements, tax-assessment value and the purchase price 

for the last transfer.  

 

 Sales process and Due diligence  

There is no restriction on foreign ownership of property in Sweden. Most sales occur 

through professional sales consultants, though direct sales or controlled auction still take 

place.  In Sweden consultants (legal, tax and financial, technical and environmental) or 

investors itself coordinate due diligence process. Due diligence process is critical for the 

buyers, because liabilities of the sellers are limited to the warranties given in the transfer 

agreement.  Most of the property transactions in Sweden are done through legal entities, 

because sale of a company doesn’t include stamp duty and there is normally no capital 

gains tax on sale of share of Limited Liability Company. 

 

 Mechanisms  

Swedish legislation has created beneficial tax climate for investors that can set up a 

subsidiary, a holding company or a branch in Sweden. There is tax exemption on capital 

gains and intra-group dividends, no thin-capitalization rules, and no or low withholding tax 

on dividends. There is no double taxation in Sweden and income tax relief for key foreign 
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employees. Together with other advantageous legislation, this has made Sweden one of 

Europe’s most attractive corporate tax regimes.  

 

 Corporate taxes  

There is low corporate income tax rate in Sweden is 22% compare to other OECD 

countries, it is solely based on a company’s annual profit; no license tax or local corporate 

tax is payable.  The effective tax rate can be even lower, as the companies have the right of 

deductible annual appropriations to a tax allocation reserve of up to 25 percent of their 

profit. Interest expenses on externally borrowed funds, and property-related expenses are 

tax-deductible for both residents and non-residents.  

 

 Property tax  

Annual real property tax in Sweden is ranging between 0,2 – 2,8 % on the tax assessment 

value, depending on the building’s classification. The tax is deductible in computing 

corporate tax liability. Tax agency sets tax assessed value and it equals 75% of the fair 

market property value.  

 

 Tax depreciation  

Buildings may be depreciated on the straight - line basis over their expected life. In general  

Commercial buildings may be depreciated at 1.5%-5% annually, factory buildings at 4% 

and office buildings at 2%. A 3%-5% rate may be used in industries where building 

deterioration occurs more rapidly (e.g. chemicals). Land depreciation is not allowed.  

 

 Group relief  

Within a group every company is considered as a separate taxable entity, while the group 

itself is not taxable. Meanwhile taxation of jointed income can be achieved effectively 

through the rules allowing the profits transfer between group companies (“group 

contributions”).  
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4. Empirical data analysis 
 

This part includes questionnaire designed specially for the consultancy companies in 

Sweden. The choice to work with consultancy companies is motivated by the desire to get 

better objective exposure to the overall investment situation in Swedish real estate and 

particularly towards foreign direct investments in the period of 2008-2013. Majority of 

companies interviewed have been active on real estate market more than 10 years and 

therefore can give independent extensive overview of current situation and future trends 

on Swedish real estate scene. Survey was sent out to 21 consultancy companies to 161 

professional working there.  The response rate for the survey is 33% on average with 53 

consultants replied out of 161.  However some respondents didn’t reply to all questions, so 

the numbers of answers obtained vary from question to question.  Survey was divided into 

several sections, capturing background information, general and sectorial investment 

conditions, company’s specific issues, perspectives on FDI in Swedish market.  uestions in 

the survey were of multiple choices, some of which were structured.  We have chosen this 

structure of survey instead of open-ended questions, in order to facilitate statistical 

assessment and possibility to compare responses of the participants.  

 

4.1 Background Information 

 

In this part of the questionnaire we investigate issues like the period of company activity 

on the market, the period of employment in the company of the person answering, what 

kind of investors working with the company, what are the dynamics of FDI investors into 

the Swedish property market overtime, how is the Swedish market correlated with 

alternative property markets.  
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Q1. From this question we can see that majority of consultancy firms came to Sweden in 

early 2000, when rapid development of Swedish real estate market took place.  Adding to 

that consultancy market in Sweden is very extensive and has both domestic and 

international firms. Companies differ in services they provide, clients they work with, their 

strategies and goals, however some of them provide full property services.  
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Q2. Most of the respondents have been employed in the company more than 5 years, which 

is the sign of high level of expertise within the industry over the whole 6 years period. This 

fact is likely to be an evidence of high level of authenticity of data obtained in this survey.  

 

Q3.  In this question we wanted to find out what types of investors are the most 

represented on Swedish real estate market. Private property companies and Real Estate 

funds are the main investors on the market, followed by public property companies and 

financial institutions. Many consultants work with all types of investors listed in the 

question; therefore they have chosen “others” as a response. However respondents’ 

comment that property funds and property companies prevail among the other investors’ 

types.  Information from the survey is compatible with analytical data provided by DTZ, 

where property companies are stated as main investors type during 2010-2013 period.  
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Q4.  This question illustrates the important historical trend on the investments’ volumes 

before and after the crisis. As we can see majority of respondents admit that before 

financial crisis there was overall increase in FDI in Sweden, while after 2008 the 

investment volumes decreased. This information reflects overall global situation on real 

estate markets, and Sweden particularly, as in analytical reports.  
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Q5.   According to our survey, as for today the most correlated markets are Finland and UK, 

followed by Norway and Germany.  Which is a slight change compare to the same survey 

conducted in 2011 in her master thesis by Olga Chernysheva, where Germany was the 

second biggest player on Swedish property market after Sweden.  This empirical data is 

slightly different from analytical data, obtained from DTZ too, where Norwegian investors 

stated to be the most active during the period of 2010-2013, with the boost of activity in 

2010. And UK investors took second leading role, with increase in their presence starting 

from 2011. Overall it has been acknowledged that there is high correlation between 

Swedish and UK property markets, however with some time lag, where Swedish is lagging 

behind. This is especially evident comparing dynamics of commercial markets of Stockholm 

and London. 

4.2 General Investment Conditions 

 

In this section we investigate general investment conditions in Swedish Real Estate market 

during the period of 2008-2013 based on respondents’ general opinion about changes on 

the market. We analyze micro and macro economical conditions political stability, 

geographical diversification and business climate/cultural issues. 

 



45 
 

Q6.   There is mixed opinion about changes in micro economical conditions on Swedish 

Real Estate market. Most of the respondents agree that taxation regime has improved, 

however operating expenses and transactions costs have increased on their opinion.  

 

Q7.   Regarding macro economical conditions, most of the respondents agree that interest 

rate levels and country GDP have improved. While Exchange rates and inflation has 

worsened compare to before crisis period. Overall survey results indicate opinion similar 

to market data about the improvements in the economy within period 2008-2013. Which 

reflects worsening of economic situation in Sweden during 2012 and its recent slow 

recovery starting form 2013.  However there is positive sentiment on the market and 

regarding analytics and forecasts macroeconomic indicators are improving in Sweden and 

Swedish Economy will continue to recuperate in 2014 & 2015 with anticipated GDP growth 

of 2.7% and 2.8%, respectively (C&W, 2014). 
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Q8.   Majority of the respondents have indicated improvements in the cultural issues on FDI 

Market in Sweden.  This indicates development within Swedish Real Estate consultancy 

services and its business environment, traditionally regarded as favorable in terms of   

language access, cultural awareness, business climate, accessibility to local services, 

information efficiency, high transparency.  
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Q9-Q10.   Geographical and political diversification became more important for foreign 

investors, as we can see from the respondents’ answers. “Environmental factors” are 

becoming more and more important for the investors, such as green buildings trend, which 

gained importance in 2013. These tendencies can be seen as non-economical rationales for 

investors through the behavioral theories of FDI. Overall based on analytics we can see that 

in 2013-1014 Western Europe including Nordics is the most desirable investment region. 

There is continued buying interest from the investors in Nordics in order to diversify their 

portfolios and counter-weight their holdings in Europe mainland and southern Europe. 

(C&W, 2014).  

 

4.3 Sectorial Investment Conditions 

 

In this section we analyze how Swedish real estate FDI market has changed during 2008-

2013 regarding specific characteristics and opportunities. The respondents were asked 

their opinion about yields, risk level, diversification opportunities, business opportunities, 
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currency capitalization, liquidity, transparency, information efficiency, access to financing 

and local networks, business climate, and consultancy service level.  We also look at the 

time span of FDI investors. 

 

Q11. Most of the respondents indicate positive changes in level of consultancy services, 

currency capitalization opportunities and improved business climate during the period of 

2008-2013.  However the yield levels, business opportunities decreased in the after crisis 

period. Factors as risk level, diversification opportunities, transparency, information 

efficiency and access to local networks remained stable on the opinion of respondents. 

Regarding liquidity on the market, the opinions of respondents have divided in three 

groups, and it is impossible to indicate whether liquidity has improved, remained stable or 

decreased. Similar results were obtained for business climate condition and access to 

financing, where half of the respondents indicate the improvements and half consider it 

remain stable.  However access to financing has improved in 2013, based on the market 

data. 
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Q12.  Regarding time horizon of foreign direct investments on Swedish property market, 

there is trend of shorter investments decision (51%). Only 41% of consultants consider 

foreign investors became more long-term oriented in recent years. 

 

4.4 Company Specific Issues 
 

In this section we asked respondents their opinion about impacts of Swedish FDI market 

changes on their own businesses during the period of 2008-2013. We were interested to 

see FDI trends within different sectors, geographical regions, types of transactions, if there 

were any deals back outs. We also were interested in the information regarding what types 

of problems companies have experience doing business in Sweden during after crisis 

period, what were the effects of the financial crisis for the companies operating on the 

market.  The results are exhibited below: 
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Q13. As we can see from the survey there has been a trend of increasing interested towards 

Office and Retail sector during 2008-2013. This data is partially in line with market 

analytics presented in the earlier chapter. According to market analytics, Office and 

Residential sectors have been the most attractive for investors during last 7 years, together 

with retail sector. However market information reflects general investment situation, not 

taking into account only FDI. Therefore Survey results give us more specific situation about 

FDI trends. Overall there has been increasing investors’ interest towards segments, which 
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provide good yield at an acceptable risk.  Residential and office sector remain most 

favorable over the period 2008-2013.  

 

Q14. Geographically Stockholm has been the most favorable location for FDI, which exactly 

reflects overall market situation presented in the earlier chapter.  

 



53 
 

Q15. Most of the respondents agree that foreign investors have been involved mainly in 

single property transactions in last 6 years. Taking into consideration market analytics 

data, where it says about general investors interest in high quality sizable portfolios or 

single assets and general situation with transactions on the market, where most of them 

were for single assets. We can say that existing situation arose due to lack of supply on the 

market of large high quality portfolios within most popular sectors. Of course financial 

restraints and in general types of the foreign investors play the role in the choosing of the 

deals. 

 

 

Q16. Most of the respondents indicate that there were back-outs of planned investments 

during the after crisis period. Considering not the most favorable economic and financial 

conditions and generally dull situation on the market in last 6 years, these situations are 

easily predictable.  
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Lack of local expertise about Swedish property market

Difficulties due to tax regime

Informational inefficiency problems

Lack of exit opportunities

Difficulties with access to finance

Cultural difficulties

Q17. Many companies who were investing directly into the 
Swedish property market during 2008 - 2013 have experienced 
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Q17-18. Respondents indicated the following problems as the most relevant for the 

investors during 2008-2013: access to finance, lack of exit opportunities, hedging costs and 

identification of properties for acquisition. Difficulties with available financing and deficit 

of quality objects on the market are perceived as the main after crisis drawbacks, which 

reduced business opportunities for FDI Investing.  However economic situation in Sweden 

has improved in 2013 and now there is more alternative financing available on the market. 

Though the problem of absence of attractive assets on the market remains, as indicate 

market analytics. 

4.5 Perspectives of FDI in Sweden 
 

This section investigates companies’ general opinion on the perspectives of property FDI in 

Sweden. It also addresses questions regarding possible improvements on the market in 

order to attract more foreign investors. 
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Q19-20. Overall consultancy companies responding to these questions demonstrated 

positive opinion about future of FDI in Swedish Real Estate market. 91% of respondents 

indicate that their clients are willing to invest in Sweden in the future and 63% of the 

respondents believe the amount of foreign investors will increase. This positive outlook 

resonates with positive market forecast for FDIs for 2014-2015, as Swedish Economy is 

stabilizing with higher growth rates and improving financial conditions and investors 

gaining confidence (Newsec, 2014).  Though the international share is unlikely to increase 

dramatically in the near term, unless high quality, sizeable (SEK 1Bn or more) portfolios or 

single properties come up for sale (DTZ, 2014). According to Newsec Property outlook 

Spring 2014 due to the fundamentally strong Swedish economy a number of large foreign 

investors are currently looking into Swedish properties. However, the strong currency and 

internationally low yields are factors that are hampering foreign investments on the 

property market. The foreign share of the market will most likely remain at previous years’ 

low levels also in 2014 (Newsec, 2014). 
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Q21-22. The most significant changes on the Swedish property market that would draw 

more FDI are better access to financing (42% of respondents), increase in transparency 

and liquidity (29% of respondents), and changes to taxation regime (13% of respondents).  

 

4.6 Summary of the results 
 

The main findings obtained from the empirical analysis of the changes in the Swedish FDI 

real estate market during 2008-2013 periods can be summarized as follows: 

 Overall Swedish Real Estate market dynamics of FDI property transactions and market 

activities have been gradually improving after the crisis of 2008. If in 2008-2009 there 

has been major downturn on the market and massive decrease in global investment 

volumes, in 2010 - 2012 strong rebound in investment volumes took place. The yearly 

transaction growth in 2012 was amounted for 4% compared to 2011 and in 2013 the 

growth was estimated 9% versus previous year. Overall transactions volumes in 2013 

were in line with the 15-year historic average and there is positive sentiment on the 

market (DTZ, 2014). Forecasts for 2014 predict increase amount of transactions and 

more available alternative financing (CBRE, 2014). 

 Swedish Real Estate Consultancy Services are well represented and mostly being 

present on the market more than 10 years 

 Private Property Companies and Real Estate funds are the main types of FDI investors 

on the market 

 The most correlated markets with Sweden are Finland and UK, which is the change 

compare to 2011, where Germany was the second player after Sweden on the market. 

However survey results differ from the analytical data, where Norway is stated as the 

most active player on the Swedish property market during the period of 2010-2013 

 There has been positive change of taxation regime, but increase of operating expenses 

and transaction costs on the market according to the survey during 2008-2013 

 Macro economical conditions as GDP growth and interest levels became more 

favorable, while exchange rates and inflation didn’t improve 

 Respondents indicate overall improvement of cultural issues for FDI in Sweden, incl. 
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language access, cultural awareness, business climate, accessibility to local services, 

information efficiency, and high transparency 

 Geographical and political diversification became more important for foreign investors 

- behavioral issues gain more weight for FDI decisions 

 Legal system for FDI in Sweden has improved due to abolishment of few restrictions 

for non-residents  

 Most of the respondents indicate positive changes in level of consultancy services, 

currency capitalization opportunities and improved business climate during the period 

of 2008-2013   

 Yield levels, business opportunities decreased in after crisis period.   

 Factors as risk level, diversification opportunities, transparency, information efficiency 

and access to local networks remained stable on the opinion of respondents 

 Access to financing has become worse due to the problems caused by 2008 crisis, but it 

has improved during 2013 

 Foreign investors became more short-term oriented on Swedish property market, 

according to the survey 

 The quantity of portfolio transactions has decreased due t the lack of portfolio deals 

on the market 

 During the period of 2008-2013 the scope of the interest for foreign investors became 

Office and Retail sector providing good yields at the acceptable risk levels 

 Stockholm has been most favorable location for foreign investors during last 6 years 

 Problems with available financing and absence of quality objects on the market are 

perceived as the main after crisis drawbacks, which reduced business opportunities for 

FDI in Sweden  

 Consultancy companies participated in the survey indicated positive outlook on the 

future of FDI in Sweden, considering their foreign clients to continue invest in Sweden 

in the future and increase their investment volumes in Sweden 

 Following changes will improve attractiveness of FDI in Swedish property market on 

the opinion of the respondents: better access to financing, increase in transparency and 

liquidity, and changes to taxation regime 

Based on the obtained data we could say that participants agreed on worsening of situation 
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on Swedish property market for FDI after the crisis, however they have agreed on market 

recovery during the latest period and there is positive outlook for the future. The 

attractiveness of Swedish property market for foreign investors remained the same, and 

amount of overseas transactions is mostly dependent on availability of the deals on the 

market and access to financing.  
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5. Conclusion 
 

The objective of current study was to provide an insight about FDI in Swedish Real Estate 

market since the beginning of the 2008 crisis till current period and analyze overall market 

dynamics and changes with scope on the foreign direct investments into the Swedish 

property market. The research investigates foreign investors’ behavior in Swedish real 

estate market and tries to summarize the evolution of their investments since the 

beginning of the crisis six years ago alongside with overall market tendencies and factors 

motivating foreign players. 

This research continues development of the topic of foreign investments into Swedish 

property market and emerges from the previous studies in the field conducted by KTH 

students - Axelsson and Victrorin (1999), O’Connor (2003), Arntell and Olofsson (200 ), 

Blomkvist (2005), Anop and Kharlamova (2007), Falk and Olsén (2009), Chernysheva 

(2011). Earlier studies of foreign real estate investments on Swedish property market were 

more general in terms of types of investments overlooked (Anop, Kharlamova (2007)), and 

were not limited only to FDI. They were mainly focused on transactions within current 

period (Blomkvist (2005)) either were looking at the changes of the efficiency of Swedish 

property market from the perspective of portfolio theory (Arntell and Olofsson (2004), 

Falk & Olsen (2009). Only Chernysheva (2011) and O’Connor (2003) studied changes in 

foreign investments on Swedish property market both from the perspective of FDI 

concepts and economical rationale.  

The main difference and contribution of this study is that it tries to investigate and evaluate 

changes on Swedish property market in the post-crisis period till up-to-date e.g. 2008-2014 

taking into consideration rather long time span and both economical and behavioral factors 

from the perspectives of FDI concepts, available market analytics and empirical survey of 

the consultancy services operating on the Swedish property market.  

Overall current research has revealed that in the past 5 years there have been positive 

changes in the foreign investors situation in the Swedish property market compare to the 

after crisis period of 2009. Up till 2013 investment market was marked by “wait and see” 

mood and investors were keen to see whether the global crisis is dissolved or if the signs of 
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recovery only are temporary. Lately there is general positive outlook on the investment 

market, due to recovery of global economies and more favorable financial conditions. 

Though the level of inward cross-border transactions in last five years persists at low levels 

in Sweden and the forecasts for its increase in upcoming periods are rather moderate, 

because of lack of high quality, sizeable portfolios or single properties on the market. 

Different changes took place on the market during 2008-2013, including major shifts of 

transactions volumes, changes of investor types and investors’ strategies, changes of the 

market sentiment. During research it was somehow difficult to identify true reasons of 

international investments in the Swedish property market due low profile of most 

international investors and overall to more general approach of the empirical survey and 

overall situation where subject of investment strategies is specific for every investor and 

deal. However we inclined to consider high returns at low risks and diversification as main 

motives to invest in Sweden, which resonates with previous research findings. Secondary 

motives attracting international investors can be summarized as follows:  

- High transparency, where information is easily accessible and available 

- Favorable taxation regime, business climate and good legal structure 

- Stabile & secured political and economic situation  

- Property market is of a good size and is well liquid 

- Good access to local networks 

- High level of consultancy services 

- Swedish property market is a “Save haven” for foreign investors 

- Favorable stable high gap between yields and interest rates 

From the perspectives of FDI theories, which were analyzed in this research and were 

taken into consideration while evaluating the results of empirical study, we can outline 

following factors influencing decision-making process of international investors: 

- Maximization of returns at lower risks levels (Markowitz Portfolio Diversification 

Theory) 

- The advantages of host country market size (the Market size hypothesis) 
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- Competitive advantage for the investors in host country - managerial and marketing 

skills, know-how, brand name, marketing of scale, political and bargaining power, 

financial advantages (Theory of competitive advantages) 

- Profits due to production life-cycle advantages – making direct investments in the target 

markets incl. Sweden, which have similar characteristics as the home market, allowing 

investors to get competitive advantage at cost-effective ways, avoiding maturity stage in 

the home country (Production Cycle Theory of Vernon) 

- Advantages of location, owner-specificity and internalization, political stability and 

taxation regime in Sweden (The Eclectic theory of Dunning and OLI paradigm) 

- Following market trends (The oligopolistic reaction theory) 

- Behavioral advantages of the host country – factors as culture, language, legal system, 

institutional environments and market transparency explain why international 

investors as Finnish, Norwegian, German, UK and US are attracted by Swedish property 

market (Behavioral Theories of FDI) 

 

Based on empirical findings and market analytics the main holding back factors for foreign 

investors during the period of 2008-2014 can be summarized as follows: 

- Availability of financing - problems with financing became sharp for foreign investors 

in the post crisis period. However in past quarter since Swedish and Global economical 

situation getting better and banking sector is recovering, more alternative financing 

becoming available. Though banks financial supply is limited to existing clients and 

portfolios of prime properties and portfolios with low perceived risks, such as 

residential and public assets. 

- Lack of supply of quality prime assets on the market at the good price level in prime 

location – Important trend is that investors have started to look on good secondary 

assets, due to aggressive pricing of highly demanded prime assets in recent years.  So 

market became increasingly polarized with investors seeking either prime properties, 

either development projects, either good secondary high yielding assets. 

- The strong Swedish currency and high hedging costs holding back foreign investors in 

competition with national players 

- Increased transactions costs and operating expenses 
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- Lack of exit opportunities 

Other trends on the Swedish real estate investment market in 2008-2014 include: 

- Positive macroeconomic changes (GDP, interest rates), e.g. The shortages of prime assets 

will likely lead investors into secondary riskier assets investments, which will affect 

secondary market in positive way 

- Improvements in Taxation regime 

- Development within Swedish Real Estate consultancy services and its business 

environment 

- Geographical and political diversification became more important for foreign investors 

- Trend of shorter investments decision 

 Both empirical results and market data indicates positive outlook for the future of 

FDI in Sweden, where foreign investors are willing to invest in Swedish property sector. 

Accordingly better access to financing, improvements in transparency and liquidity, 

taxation regime, environmental issues and due diligence process will stimulate 

attractiveness of Swedish market for foreign investors.   

Further research on this subject can be done in the way of more detailed investigation of 

the investment strategies focusing on particular categories of investors, geographical 

regions and behavioral issues. This will allow highlighting for more specific investors’ 

motives. Conducting direct interviews with companies is also recommended versus online 

questionnaire in order to obtain more comprehensive results.  
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Appendix 
 

The  purpose  of  this  questionnaire  is  to  get  feedback  for  analysing  changes  that  have  taken  place  in  the  Swedish  

property  market  for  foreign  direct  investments  (FDI)  after  2008.  The  aim  is  to  collect  data  for  a  Masters  thesis  being  

conducted  by  Yauheniya  Birukova,  an  MSc  student  at  The  Royal  Institute  of  Technology  in  Sweden.  This  research  

focuses  on  current  investment  conditions  for  foreign  market  participants  and  its  dynamics  within  the  indicated  period.    

  

The  questionnaire  is  estimated  to  take  about  5  minutes  of  your  time  to  answer  and  we  are  grateful  for  your  

participation.  

  

All  the  answers  will  be  treated  confidentially  and  no  single  answer  will  be  possible  to  identify  in  the  published  thesis.  

1. How long has your company been active on the Swedish property market?

2. How long have you been employed in the company?

3. Which category best describes your clients' main businesses?  

4. On average how was the share of your client/partner companies' FDI into Sweden 

changing during the folowing time periods?

5. Which of the following property markets in your opinion are the most correlated with 

the Swedish property FDI market? (several answers are possible)

  

Introduction

  

Background information

Increasing Remained  stable Decreasing

2000-2007

2008-2013

  

0-1  year
  

1-5  years
  

6-10  years
  

>  10  years
  

0-1  year
  

1-5  years
  

>  5  years
  

Insurance  company
  

Real  estate  fund
  

Financial  institution
  

Real  estate  development  company
  

Pension  fund
  

Private  Property  Company
  

Asset  Management  Company
  

Public  Property  Company
  

Other
  

If  Other  (please  specify)  

Finland
  

Denmark
  

Norway
  

UK
  

Germany
  

Baltics
  

France
  

Italy
  

US
  

Other

If  Other  (please  specify)  
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Below  is  a  number  of  statements  on  the  changes  in  FDI  in  the  Swedish  property  market  during  the  period  2008  -  

2013.  To  what  extent  do  you  agree  with  the  statements?    

The  answers  in  this  section  will  be  used  for  analysing  general  investment  conditions  and  their  dynamics.    

6. Following micro economical conditions in Sweden have improved 

7. Following macro economical conditions in Sweden have became more favorable 

8. Cultural issues (business environment, language etc.) for foreign investors in 

Sweden have improved 

9. Issues of geographical diversification (region, climate etc.) have become more 

important for FDI decision in Sweden 

10. Political factors (stability, regime) have gained more influence on FDI investors' 

decision 

Questions  in  this  section  help  to  analyze  general  sectoral  investment  conditions  for  FDI  real  estate  investors  and  their  

change  during  the  2008-  2013  period.    

General investment conditions

I  agree I  disagree No  opinion

Taxation  Regime

Operating  Expenses

Transaction  Costs

I  agree I  disagree No  opinion

Interest  rate  levels

Exchange  rates

Inflation

GDP

  

Sectoral investment conditions

I  agree
  

I  disagree
  

No  opinion
  

I  agree
  

I  disagree
  

No  opinion
  

I  agree
  

I  disagree
  

No  opinion
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11. How in your opinion have the following characteristics and opportunities of the 

Swedish property market for FDI changed during the period 2008 - 2013

12. Investors in the Swedish property market for FDI have become more long-term 

oriented in recent years

Questions  in  this  section  help  to  analyze  the  point  of  view  of  particular  companies  on  investment  conditions  for  FDI  

real  estate  investors  and  their  change  during  the  2008  -  2013  period.    

  

13. In average how have the FDI into the following sectors changed among your 

client/partner companies during 2008 - 2013? 

Increased Remained  stable Decreased No  opinion

Yield  level

Risk  level

Diversification  

opportunities

Business  opportunities

Capitalisation  on  currency  

fluctuations

Liquidity

Transparency

Information  efficiency

Access  to  financing

Accessibility  to  local  

networks

Level  of  consultancy  

service

Business  climate

  

Company specific issues

Increased Remained  stable Decreased

Office

Retail

Residential

Industrial

Hotel

Other

I  agree
  

I  disagree
  

No  opinion
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14. Where do you client/partner companies invest in Sweden?

15. Companies undertaking FDI in the Swedish property market have become more 

involved in portfolio transactions than in single property transactions

16. FDI investors who were the clients/partners of your company have backed out of 

some planned investments in the Swedish property market during the following 

periods

17. Many companies who were investing directly into the Swedish property market 

during 2008 - 2013 have experienced the following problems

A  lot Little Not  at  all

Stockholm  CBD

Stockholm  suburbs

Gothenburg

Malmo

Other

I  agree I  disagree No  opinion

2008-2010

2010-2013

No  investments  were  

backed  out

I  agree I  disagree No  opinion

Problems  during  

transaction  process

Difficulties  with  identifying  

available  properties  for  

acquisition

Management  and  

operational  difficulties

High  costs  of  hedging  

against  currency  risks

Lack  o

f

  lo cal   ex

p

er t ise  

about  Swedish  property  

market

Difficulties  due  to  tax  

regime

Informational  inefficiency  

problems

Lack  of  exit  opportunities

Difficulties  with  access  to  

finance

Cultural  difficulties

If  Other  (please  specify)  

I  agree
  

I  disagree
  

No  opinion
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18. The global financial crisis has changed the opportunities for FDI investing 

companies in Sweden due to:

Questions  in  this  section  aim  to  define  investors'  general  expectations  about  the  perspectives  of  FDI  into  Swedish  

property  and  plans  regarding  their  own  possible  future  activities  in  the  market.  

19. In your opinion how will FDI investments into Sweden change in the future?

20. Do you think many of the companies who undertake FDI now will also invest into 

the Swedish property market in the future?

21. Changes in the following factors could improve the attractiveness of FDI into the 

Swedish property market: (several factors are possible)

I  agree I  disagree No  opinion

Increased  difficulties  with  

financing

Increased  difficulty  in  

finding  suitable  

investment  properties

FDI  is  no  longer  the  best  

investment  alternative

  

Perspectives of FDI in Sweden

I  agree I  disagree No  opinion

Increasing  transparency  

and  liquidity

Changes  to  taxation  

regime

Better  acess  to  financing

Simplifying  transaction  

process

Enhancements  in  the  

translation  of  legislation

Other  (please  specify)  

Decrease
  

Remain  stable
  

Increase
  

No  opinion
  

Yes
  

No
  

It  depends  on  (please  specify)  

Other  (please  specify)  



75 
 

 

22. If you could change one of the following factors in order to improve attractiveness 

of FDI, which one would it be? 

Thank  you  very  much  for  your  cooperation  and  participation  in  this  survey!  

  

Please,  feel  free  to  contact  me  any  time  if  you  have  any  questions/comments.  

  

Yauheniya  Birukova  

birukova@kth.se  

+46  707  274536  

  

23. In case you are interested in the results of this survey please write your e-mail 

adress here 

 

  

  

Closing word

Increasing  transparency  and  liquidity
  

Changes  to  taxation  regime
  

Better  access  to  financing
  

Simplifying  t

r

ansaction  process
  

Enhancements  in  the  translation  of  legislation
  

Other
  

If  Other  (please  specify)  


