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rapportrubrik

Summary

FI limited the survey to 41 credit institutions investment firms and fund 
management companies and studied how these companies adapted to 
Finansinspektionen’s regulations and general guidelines (FFFS 2009:6) 
regarding remuneration policy in credit institutions, investment firms 
and fund management companies (the remuneration regulations). 

The results show that only about half of the surveyed companies have 
sufficiently adapted to the remuneration regulations. FI will conduct a 
separate follow-up investigation of the companies demonstrating mate-
rial deficiencies in their compliance with the remuneration rules, and the 
underlying provisions on risk management, as part of its supervision pro-
cess. FI will conduct more thorough reviews of more than half of the 
companies that were included in the survey since there is reason to 
believe that they are in violation of the requirement to possess sound risk 
management practices. These reviews can lead to an intervention by FI. 

Based on the areas that were the focus of the survey, FI identified the fol-
lowing deficiencies in compliance with the remuneration regulations:

Incorrect interpretation of the term “variable remuneration”. 

Incorrect or too narrow interpretation of the term “risk-taker”, resulting 
in incorrect application of the rules regarding deferred variable remune-
ration (bonuses). 

Insufficient risk analysis as a basis for the remuneration policy. 

In addition, some companies have not followed the general guidelines on 
the disclosure of more detailed information about remuneration. 

In summary it can be said that a number of companies included in the 
survey do not perceive variable remuneration to be a risk in their opera-
tions. In some cases the companies’ actions are probably due to an insuf-
ficient understanding of the rules. In others, the deficiencies are so 
remarkable that they leave FI with the impression that the company 
consciously decided to circumvent the rules.

As of 1 March 2011, new stricter rules governing the remuneration struc-
tures at credit institutions, investment firms and fund management com-
panies with authorisation to conduct discretionary portfolio manage-
ment go into effect. The current remuneration regulations allow 
companies considerable flexibility, which means that it is up to the com-
panies to apply the rules responsibly and appropriately. However, the 
survey shows that many companies have not fulfilled their responsibili-
ties and, as a result, the new remuneration rules contain stricter limita-
tions on both interpretation and application. As previously, however, it is 
still the companies themselves that will identify, measure, govern and 
control all of their risks, including risks associated primarily with vari-
able remuneration.

Summary
Finansinspektionen (Fi) received an assignment from the Government to report on 
the implementation of the eu recommendation on remuneration in the financial 
services sector, the measures taken to ensure compliance with the new rules and 
how affected companies have adapted to the recommendations. 
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bakGround

ImplementatIon oF the eu reCommendatIon  
on remuneratIon polICy
The regulations and general guidelines (FFFS 2009:6) regarding remune-
ration policies in credit institutions, investment firms and fund manage-
ment companies (the remuneration regulations) that were decided by FI 
have been in effect since 1 January 2010. FI also decided on general gui-
delines (FFFS 2009:7) regarding remuneration policies in insurance 
undertakings, exchanges, clearing organisations and institutions for the 
issuance of electronic money (the general guidelines regarding remunera-
tion policy). The remuneration regulations and the general guidelines 
regarding remuneration policy are based on EU Recommendation 
K(2009) 3159 with respect to remuneration policy in the financial servi-
ces sector. The purpose of the EU Recommendation was to introduce 
new, stricter principles for salaries and other remuneration and to sup-
port sustainable remuneration structures and social responsibility in all 
companies. 

Work on a regulatory framework has since then continued within the 
EU. On 11 October 2010 the Council adopted the so-called CRD 3 
Directive. This directive emphasizes that the basic provisions on risk 
management also include the risks associated with variable remunera-
tion, which means that a risk assessment of their remuneration structu-
res shall be included in the companies’ processes for internal capital ade-
quacy assessment practices (ICAAP). Based on this directive, FI has 
decided on new rules for the remuneration structures in credit institu-
tions, investment firms and fund management companies with authori-
sation to conduct discretionary portfolio management that enters into 
force on 1 March 2011. 

the remuneratIon regulatIonS
The remuneration regulations contain both regulations and general gui-
delines. In contrast to regulations, general guidelines are not binding but 
rather comprise general recommendations for how a regulation should 
be applied. Companies can use alternative solutions provided that they 
can demonstrate that the requirements in the underlying regulation have 
been fulfilled. Both the regulations and the general guidelines in the 
remuneration regulations are pursuant to the provisions governing com-
panies’ risk management laid down by laws regulating the operations of 
different types of companies1. In conjunction with its decision to adopt 
the regulations, FI published a decision memorandum outlining the con-
siderations made by the authority when preparing the remuneration 
regulations. FI also published questions and answers about the regula-
tion of remuneration structures in the finance sector based on the ques-
tions FI received from companies once the rules entered into force.  

The companies covered by the remuneration regulations are required to 
identify, control and manage the risks inherent in their operations. The 
remuneration regulations aim to improve how financial companies’ 

1   See Chapter 6, section 2, first paragraph of the Banking and Financing Business 
Act (2004:297), Chapter 8, section 4, first paragraph of the Securities Market 
Act (2007:528) and Chapter 2, section 17 and Chapter 5, section 2 of the Invest-
ment Funds Act (2004:46).

background
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manage the risks in their remuneration structures. It is important that 
the risks in the financial sector’s remuneration structures be managed 
efficiently and, therefore, principles are needed to ensure that companies 
possess sound remuneration policies. The remuneration regulations state 
that the remuneration policy shall be adopted by the board of directors. 
The policy shall be based on an analysis of the risks associated with the 
policy and describe the remuneration structure and how the application 
and follow-up are conducted. 

The rules place considerable weight on a long-term perspective in the 
design of the companies’ remuneration policies. Remuneration should 
not counteract the companies’ long-term interests. When measuring the 
performance that serves as a basis for variable remuneration, remunera-
tion for a specific period should not jeopardize a company’s ability to 
report positive results over an entire business cycle. For an employee 
whose actions can have a material impact on the risk exposure of the 
firm, at least 60 per cent of the variable remuneration should be deferred 
for at least three years. In addition, the remuneration policy should be 
designed such that the company can decide to completely or partly nul-
lify deferred remuneration amounts. This applies to situations where, 
after the fact, it is shown that the performance criteria were not fulfilled 
or that the company’s position has significantly deteriorated. An inde-
pendent control function shall review as a minimum once a year the 
compliance of the company’s remuneration with the remuneration 
policy. In addition, companies shall disclose information about remune-
ration by providing relevant, clear and comprehensible information. The 
information shall be provided in such a manner as to prevent revealing 
the financial conditions of private individuals. 

Pursuant to the proportionality principle, application of the regulations 
shall take into account the firm’s size and the nature, scope and complex-
ity of its activities. The purpose of this principle is to ensure that the 
rules are appropriate for all types of companies. Smaller companies with 
uncomplicated activities are subsequently not expected to apply the pro-
visions in the same way as large companies or companies with complex 
operations. However, the principle of proportionality does not mean that 
a company can completely refrain from applying any or several of the 
provisions. 
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are companieS FollowinG the ruleS?

report to the government
This report serves as FI’s reporting as set out in the letter of appropria-
tion. FI has been tasked by the Government to “demonstrate how the 
European Commission Recommendation on remuneration policy in the 
financial services sector of 29 April 2009 has been implemented”. Accor-
ding to the assignment the basis for the report shall be an account of how 
Finansinspektionen, through regulations and/or general guidelines, 
regulated the issue of how financial companies manage their remunera-
tion structures. The report shall also state the measures taken to ensure 
that the new regulations are followed and how the affected companies 
have adapted to the recommendations.2  

In principle, the new regulation of remuneration systems affects all com-
panies under FI’s supervision. The remuneration regulations apply to 
approximately 150 credit institutions, 140 investment firms and 80 fund 
management companies, and in total around 400 insurance underta-
kings, exchanges and clearing organisations are covered by the general 
guidelines regarding remuneration policy. 

During the autumn, FI also mapped the variable remuneration paid by 
insurance companies and was able to determine that the insurance 
industry’s variable remuneration structures were limited in scope compa-
red to other companies in the financial sector. 

FI opted to limit the participants of the survey to credit institutions, 
investment firms and fund management companies since these are the 
companies in which variable remuneration is more common and there-
fore would provide more information. As a result, the companies covered 
by the general guidelines regarding remuneration policy are not included 
in the survey or in this report. 

One of the purposes of the survey is to determine FI’s future supervisory 
focus. FI has also implemented a number of measures to ensure that 
companies comply with the new regulations. For example, FI published 
FAQs on its website, compiled information from companies that as of 31 
August 2010 had outstanding remuneration commitments that did not 
comply with the remuneration regulations and in general strove to raise 
the awareness of companies about the significant of remuneration risks.

the Survey
FI took a sample of the companies covered by the remuneration regula-
tions that represented the largest or most complex companies in each 
category. In total, 41 companies are included in the survey. The sample 
consists of the 4 major banks and their (4) fund management companies, 
9 savings banks, 13 investment banks and larger investment firms, 5 
other banks and credit institutions and 6 other fund management com-
panies. 

Because the regulations were only in force for barely one year before the 
survey was conducted, FI chose to limit the survey to the most basic mea-
sures that the companies should have taken to adapt to the framework 

2   See the Letter of Appropriation for the 2011 Budget Year for Finansinspektio-
nen, II 13 2010-12-22 Fi2010/4920, Fi2010/5063, Fi2010/5322, etc.

are companies following the rules?
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and the risks for variable remuneration, for example if the companies’ 
remuneration policies were based on a sufficient analysis of the risks 
associated with remuneration, if all forms of variable remuneration were 
taken into consideration when applying the regulations and which 
employees the companies had defined as risk-takers and whose variable 
remuneration would be partly deferred. The term “risk-taker” in this 
report is used synonymously with the term “employee whose actions can 
have a material impact on the risk exposure of the firm” as set out in 
Chapter 1, section 3 of the remuneration regulations. The survey also 
looked more closely at the extent to which the companies disclosed infor-
mation about remuneration. FI has decided that the survey will not focus 
on the companies’ methods for assessing performance, adjustments to 
deferred remuneration amounts and issues related to the control and 
review of the companies’ remuneration policies and structures. A review 
of how the companies apply the rules in respect of these areas may be 
conducted when data spanning a longer period of time is available in 
order to make a more accurate and fair assessment.

Survey reSultS
FI’s survey shows that less than half of the companies evaluated in the 
survey sufficiently comply with the requirements and recommendations 
set out in the remuneration regulations. 

The deficiencies in the application of the remuneration regulations iden-
tified by FI in the non-compliant companies, which constitute more than 
half of the companies participating in the survey, refer primarily to four 
areas.

1. InCorreCt InterpretatIon oF the term “varIaBle 
remuneratIon”
A company’s remuneration policy shall take into account all forms of 
remuneration. Due to the fact that risks requiring special management 
primarily arise with respect to variable remuneration, FI has issued spe-
cial provisions on how to adjust variable remuneration for risk. Accor-
dingly, it is crucial that all forms of variable remuneration be taken into 
account when applying the regulations. The regulations only allow for 
the possibility to exclude “commission-based salary not linked to future 
risk assumptions that may alter the firm’s profit and loss statement or 
balance sheet”. 

Despite this, companies are taking the position that they are not paying 
variable remuneration since the remuneration is based on the previous 
year’s finalised results. Because the results have already been confirmed, 
the risk level of the company should not be affected. Some companies 
also believe that bonuses distributed equally among all employees do not 
constitute variable remuneration. Since these companies do not believe 
they are paying variable remuneration, they do not believe that they need 
to apply the most important provisions of the regulatory framework.

In addition to this type of variable remuneration, which in everyday ter-
minology is usually called a bonus, there are a number of different remu-
neration programs directed at employees. It is the terms and conditions 
of these programs, regardless of how they are designed, that decide if the 
program should be considered variable remuneration. 

Since all forms of variable remuneration shall be taken into account 
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when applying the regulations, the company is required to conduct an 
analysis of the remuneration programs it offers its employees. The survey 
shows that several companies have not conducted any analysis of their 
remuneration programs, which means it is possible they are paying vari-
able remuneration without applying the provisions regarding risk adjust-
ment of variable remuneration. 

2. InCorreCt or too narrow InterpretatIon oF the 
term “rISk-taker”
In order to achieve an appropriate and effective risk management, it is of 
particular importance for employees whose actions can have an impact 
on the risk exposure of the firm (risk-takers) to defer a portion of their 
variable remuneration. Deferred remuneration is a prerequisite for being 
able to maintain a risk profile that is manageable in the long run. It is 
therefore fundamental that companies identify which employees are risk-
takers in order to accurately apply – and achieve the purpose of – the 
rules. Pursuant to the remuneration regulations, the remuneration policy 
shall specify a company’s definition of risk-taker.

A risk-taker is an employee who can exercise not insignificant influence 
on the company’s risk profile. The regulations state that senior executi-
ves, strategic management positions, traders on the capital market, 
employees responsible for granting credit and employees responsible for 
internal governance and control are normally considered risk-takers. 
There is no separation between employees who can have a direct impact 
on the risk profile and those whose impact is more indirect. This means 
that employees involved in strategic decision-making can, for example, 
impact the company’s risk profile indirectly, while employees who take 
positions on behalf of the company introduce risk in a more direct man-
ner.

The survey shows that there is considerable variation in how companies 
define risk-taker. Some variation is expected since the size and type of 
activities of each company are different. However, FI is under the impres-
sion that the surveyed companies in general defined too few of their 
employees as risk-takers in relation to the scope of the business and the 
size of the variable remuneration. This does not necessarily mean that 
companies do not comply with the regulations, but it can be a sign that 
the definition of risk-taker is too narrow, which in turn can raise ques-
tions about whether some companies are remiss in their approach to the 
risks associated with variable remuneration.

The survey shows that in total one-fifth of all employees belonging to 
Group and senior management are not considered to be risk-takers (see 
diagram 1). Given that these employees either themselves have a mandate 
to make strategic or operational decisions that can directly or indirectly 
impact the firm’s risk profile or are involved in contexts in which these 
types of decisions are made, the question can be raised if the assessments 
behind the definitions are accurate.
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The survey also shows that traders are in many cases not considered to 
be risk-takers even though they represent the personnel category that has 
the highest variable remuneration in relation to fixed salary and take the 
largest risks on behalf of the company. Traders take trading risks, i.e. 
positions on the capital market on behalf of the company. Because tra-
ders normally have such a high share of variable remuneration, this can 
contribute to excessive risk-taking. It is therefore particularly important 
that traders be categorised as risk-takers and that companies apply the 
regulations regarding deferred payment of variable remuneration to 
them. 

The survey also shows that variable remuneration paid to traders is often 
based on performance over a short period of time (one year). This ten-
dency, combined with the fact that this type of remuneration is seldom 
subject to deferred payment, can in turn counteract the companies’ long-
term interests.

Some companies in the survey have excluded traders subject to limits, i.e. 
traders who may only take positions on behalf of the company up to a 
certain limit, from the risk-taker group. Whether or not an employee has 
a limit is not the deciding factor for whether he or she is considered a 
risk-taker, but it is a sign that the employee should be considered a risk-
taker. 

The presence of limits does not mean that there are no risks. Insufficient 
management of trading risks was a deciding factor in FI’s intervention 
against Carnegie Bank AB and HQ Bank AB. There were limits in both 
of these cases, but the difficulty in valuing positions and measuring per-
formance and risk, combined with large variable remuneration, creates 
strong incentives for individual employees to manipulate valuations or 
take positions that improve the reported result in the short run, but that 
in the long run can lead to significant losses for the company.

Pursuant to the general guidelines in the remuneration regulations, at 
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least 60 per cent of the variable remuneration paid to risk-takers should 
be deferred for up to at least three years. The purpose of this provision is 
to promote long-term, sustainable risk-taking – if the employee knows in 
advance that the remuneration will be based on performance measured 
over a number of years, the temptation to take excessive risk to improve 
the short-term performance decreases. If the company’s performance 
deteriorates during the years the payment is in deferral, the company has 
the possibility of extending the deferral or in full or in part nullifying 
payment of the remuneration. 

Because some companies have not made a proper assessment about 
which employees can affect the company’s risk profile, they have also not 
followed the general guidelines regarding deferred payment of variable 
remuneration to these employees. However, in many cases neither have 
companies deferred the variable remuneration paid to employees identi-
fied as risk-takers. For example, among group management members, 
senior management members and other management positions assessed 
to be risk-takers, less than half of the variable remuneration was deferred 
(see diagram 2). There can be acceptable reasons for this, e.g. if the cont-
racts were binding or if the amounts were small. Some companies, howe-
ver, have also paid relatively large amounts despite the absence of a bin-
ding contract. Other companies reported that they can apply the 
proportionality principle and therefore do not need to defer the payment 
of variable remuneration since they are not systemically important. 
However, this principle does not open the door for companies to comple-
tely circumvent the provisions in the regulations. 

diagram 2. Share of deferred variable remuneration to risk-takers

3. the remuneratIon polICy haS not Been BaSed on a 
rISk analySIS
A number of companies that insufficiently adapted to the remuneration 
regulations appear not to have based their remuneration policies on ade-
quate risk analysis. Furthermore, several companies did not document 
their risk analysis.

Pursuant to Chapter 2, section 1 of the remuneration regulations, the 
company’s remuneration policy shall be in line with and promote effec-
tive risk management. An adaptation to the regulation requires that the 
company has conducted a thorough analysis of the risks that can arise in 
its operations. The identified risks shall then be analysed based on the 
possibility that the remuneration structure can encourage excessive risk-
taking, see also Chapter 3, section 1 of the remuneration regulations. 
When the company’s board of directors decides on the remuneration 
policy, it should assess how the company’s risk profile can be affected in 
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both the short and long term. Even if it is not expressly stated in the regu-
lations that the risk analysis shall be documented, it is naturally a prere-
quisite that both the company and FI, as a part of its supervision, shall be 
able to assess the remuneration policy. The type of documentation can, 
of course, vary to suit the company. 

In several of the cases where there was no documented risk analysis, the 
companies state that their boards of directors received a verbal presenta-
tion of the risks or that the risks were taken into account when preparing 
the remuneration policy. 

4. InSuFFICIent dISCloSure oF remuneratIon
Pursuant to Chapter 5, section 1 of the remuneration regulations, com-
panies shall submit information about remuneration in conjunction with 
the adoption of the annual report. The general guideline states which 
information should be disclosed, for example the performance criteria 
forming the basis for variable remuneration, the risk analysis that serves 
as a basis for the remuneration policy and the principles for the deferral 
of the payment of variable remuneration. The company should also dis-
close the total cost for fixed salaries and variable remuneration, broken 
down by number of persons and business line or unit. The purpose of the 
disclosure is to enable not only the supervisory authority but also share-
holders, creditors and the general public to analyse the company’s risk 
profile. The disclosed information must therefore be sufficiently detailed 
and clear. 

The survey shows that several companies have not followed the general 
guidelines in the remuneration regulations regarding the disclosure of 
more detailed information about remuneration.
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concluSionS and SuperviSion tarGetS

FI’s survey has identified deficiencies in how a strikingly large number of 
companies design and apply their remuneration policies.

A number of companies in the survey appear not to perceive variable 
remuneration to be a risk in their operations. In a number of cases the 
companies’ actions are probably due to an insufficient understanding of 
the regulatory framework. In others the deficiencies are so remarkable 
that they leave FI with the impression that the company consciously deci-
ded to circumvent the regulations.

FI will investigate more closely compliance with the remuneration regu-
lations in the cases where there were deficiencies. These investigations 
could result in intervention by FI. FI takes it very seriously that there are 
financial companies that do not place enough weight on the risks asso-
ciated with remuneration. Remuneration risks shall, like all other risks 
in a company’s operations, be identified, controlled and managed. Any 
other approach is unacceptable. To the extent that, following further 
investigation, there is evidence that a company has intentionally not app-
lied the regulations, FI’s intervention will reflect how serious such an 
attitude is. 

new remuneratIon regulatIonS In marCh 2011
On 1 March 2011, the new regulations for the remuneration structures in 
credit institutions, investment firms and management companies with 
authorisation to conduct discretionary portfolio management will enter 
into force. These regulations are based on an EU Directive. The new 
rules contain only binding regulations, i.e. there are no general guideli-
nes, which means that the rules have been tightened. A stricter regula-
tory framework is one step along the path to sounder remuneration poli-
cies. A second, and equally important, step is that financial companies 
seriously view variable remuneration as a risk that requires management. 
The problem areas that are identified, where appropriate, have been 
taken into account when preparing the new regulations regarding remu-
neration structures.

conclusions and supervision targets
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