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1. wŜǎǇƻƴŘƛƴƎ ǘƻ ǘƘƛǎ /ƻƴǎǳƭǘŀǘƛƻƴ 

The ESAs welcome comments on the Regulatory Technical Standards on the presentation and 

content of the key information document (KID), including methodologies for the calculation and 

presentation of risks, rewards and costs within the document, under Article 8(5) of Regulation 

(EU) No 1286/2014; on the review, revision, and republication of KIDs, under Article 10 of 

Regulation (EU) No 1286/2014; and on the conditions for fulfilling the requirement to provide the 

KID in good time under Article 13 of Regulation (EU) No 1286/2014. 

 

The consultation package includes:  

ω The Consultation Paper  

¶ Template for comments 

 

The ESAs invite comments on any aspect of this paper. Comments are most helpful if they: 

ω contain a clear rationale; and 

ω describe any alternatives the ESAs should consider. 

 

The ESAs also invite specific comments on the questions set out in section 2.2 on the draft RTS,  

and any input on the draft impact assessment. 

Submission of responses 

The consultation paper is available on the websites of the three ESAs. Comments on this 

consultation paper can be sent using the response form, via the ESMA website under the heading 

Ψ̧ ƻǳǊ ƛƴǇǳǘκ/ƻƴǎǳƭǘŀǘƛƻƴǎΩ by 29 January 2016.  

Contributions not provided in the template for comments, or after the deadline will not be 

processed.   

Publication of responses 

All contributions received will be published following the close of the consultation, unless you 

request otherwise in the respective field in the template for comments. A standard confidentiality 

statement in an email message will not be treated as a request for non-disclosure. A confidential 

response may be requested from us in accordance with ESAs rules on public access to documents. 

We may consult you if we receive such a request. Any decision we make not to disclose the 

response is reviewable by ESAs Board of Appeal and the European Ombudsman. 

Data protection 

Information on protection of individuals with regard to the processing of personal data can be 

ŦƻǳƴŘ ǳƴŘŜǊ ǘƘŜ ƘŜŀŘƛƴƎ Ψ[ŜƎŀƭ ŦǊŀƳŜǿƻǊƪΩ ƻŦ ǘƘŜ 9Lht!Σ ŀƴŘ ǳƴŘŜǊ ǘƘŜ ƘŜŀŘƛƴƎ ȫ[ŜƎŀƭ ƴƻǘƛŎŜȫ ƻŦ 

the EBA and ESMA website (https://eiopa.europa.eu/About-EIOPA/Legal-framework, 

http://www.eba.europa.eu/legal-notice, http://www.esma.europa.eu/legal-notice). 

  

https://www.esma.europa.eu/sites/default/files/library/2015/11/jc_2015_073r_form_to_reply_cp_priips.docx
https://www.esma.europa.eu/press-news/consultations/consultation-paper-priips-key-information-documents#registration-form_consultation
https://eiopa.europa.eu/About-EIOPA/Legal-framework
http://www.eba.europa.eu/legal-notice
http://www.esma.europa.eu/legal-notice
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2. hǾŜǊǾƛŜǿΣ vǳŜǎǘƛƻƴǎ ŀƴŘ bŜȄǘ {ǘŜǇǎ 

2.1 Overview of Consultation Paper 

Purpose of Consultation Paper and process followed 

This Consultation Paper provides stakeholders with an opportunity to comment on the draft 

Regulatory Technical Standards (RTS) developed by the European Supervisory Authorities (ESAs: 

EBA, EIOPA and ESMA) pursuant to the Regulation (EU) No 1286/2014 on Key Information 

Documents for Packaged Retail and Insurance-based Investment Products (hereafter, PRIIPs 

Regulation). 

The draft RTS relate to three Articles under the PRIIPs Regulation: 

Á the presentation and content of the Key Information Document (KID), including 

methodologies for the calculation and presentation of risks, rewards and costs within the 

document, under Article 8 (5);  

Á the review, revision, and republication of KIDs, under Article 10 (2); and,  

Á the conditions for fulfilling the requirement to provide the KID in good time, under Article 13 

(5). 

The draft RTS text and accompanying Annexes (which contain a  template for the KID, and the 

proposed methodologies underpinning the presentation of risks, rewards and costs) form the 

core of this Consultation Paper:  section 3. 

Some additional explanatory text relevant to understanding the methodology in the Annexes can 

be found in section 4. 

This Consultation Paper follows a general Discussion Paper (JC/DP/2014/02) published on 17 

November 2014, and a Technical Discussion Paper (JC/DP/2015/01) published on 23 June 2015. 

Provisional feedback on these two Discussion Papers is given in section 5. 

Preliminary analyses of the expected impacts of the proposed RTS are also included (in section 6), 

in order to gather stakeholder feedback on possible costs and benefits of the proposals and the 

relative scale of these costs and benefits for different stakeholders.  

The draft RTS have been developed in view of responses to the Discussion Papers, and the results 

from a Consumer Testing study conducted by the European Commission.1 In view of the technical 

difficulties in developing comparable and comprehensive risk, performance and cost disclosures, 

the ESAs have also drawn on technical input from a Consultative Expert Group.2 

                                                                                                               

1
 http://ec.europa.eu/finance/finservices-retail/investment_products/index_en.htm. 

2
 https://eiopa.europa.eu/Publications/Consultations/Consultative Expert Group on Key Information Document for 

PRIIPs.pdf  

http://ec.europa.eu/finance/finservices-retail/investment_products/index_en.htm
https://eiopa.europa.eu/Publications/Consultations/Consultative%20Expert%20Group%20on%20Key%20Information%20Document%20for%20PRIIPs.pdf
https://eiopa.europa.eu/Publications/Consultations/Consultative%20Expert%20Group%20on%20Key%20Information%20Document%20for%20PRIIPs.pdf
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Summary of the contents of the draft RTS 

Article 8 (5) 

The draft RTS under Article 8 (5) provides a specification of the presentation and content of the 

KID. It addresses measures for the different elements of the document set out in Article 8 (3), and 

the underlying methodologies necessary for obtaining the information for the KID. 

¶ It includes a mandatory template to be used for each KID, including mandatory texts to 

be used. The template includes details of the layout that must be followed.  Permitted 

adaptations to the template are set out in the draft RTS. 

¶ For the risk and reward section of the KID, the draft RTS requires a summary risk 

indicator that comprises seven classes, the format of which is to follow the template 

contained in the RTS.  

¶ The draft RTS also contains a methodology for the assignment of each PRIIP to one of the 

seven classes contained in the summary risk indicator, and for the inclusion of narrative 

explanations, and for certain PRIIPs, additional warnings.  

¶ The draft RTS includes requirements on performance scenarios and a format that must 

be followed for the presentation of these scenarios. These are to be presented in tables, 

showing possible performance for different time periods and at least three scenarios. 

There are also requirements on the selection of these scenarios by the PRIIP 

manufacturer.  

¶ The draft RTS also covers requirements on the presentation of costs, including the figures 

that must be calculated and the format to be used for these. Detailed methods are 

included for the measurements and calculations needed for completing the prescribed 

format for each PRIIP. The cost figures include a standardised summary breakdown of the 

different cost components, aggregated cost figures, and a presentation of the 

accumulation of the costs in monetary and percentage terms for standardised period(s). 

¶ Finally, the draft RTS sets out the specific layouts and contents for the KID for products 

offering multiple options that cannot be effectively covered in three pages, as foreseen 

under Article 6 (3) of Regulation (EU) No 1286/2014.  

KID for products offering multiple options 

For products offering multiple investment options (MOP), PRIIP manufacturers may follow either 

of two approaches, according to what would work best for the retail investor.  

In the first approach, the PRIIP manufacturer would produce separate KIDs for each option, 

containing information about the PRIIP in general and about the option in particular. 

In the second approach, the PRIIP manufacturer would separate the information that would 

normally be in a single KID. The PRIIP manufacturer would instead produce a generic KID for the 
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PRIIP in general, and then provide specific information about the options (including on their 

description, their risks and rewards, and their specific costs) within a separate document or 

documents. Since the level one Regulation only provides a derogation from including the KID 

information in a single document, the information provided in total under this second approach 

needs nonetheless to be consistent with Article 8 (3) of the PRIIPs Regulation. 

In any case, the MOP KID and underlying information is the sole responsibility of the PRIIP 

manufacturer, and the PRIIP manufacturer cannot, partially or in total, transfer such 

responsibility. While the PRIIP manufacturer may use information from third parties (for instance 

the providers of investments used by the PRIIP manufacturer) in the preparation of the 

information for the retail investor, the information remains the responsibility of the PRIIP 

manufacturer. 

The investment options offered in a multi-option product may be standardised portfolios (for 

ƛƴǎǘŀƴŎŜΣ ŀƴ ΨŀŘǾŜƴǘǳǊƻǳǎΩ ƻǇǘƛƻƴΣ ƻǊ ŀ ΨƳƻŘŜǊŀǘŜΩ ƻǇǘƛƻƴΣ ƻǊ Ƴŀȅ ōŜ ƛƴŘƛǾƛŘǳŀƭ ƛƴǾŜǎǘƳŜƴǘ ŀǎǎŜǘǎ 

or products (for instance, a specific fund tracking a specific equity index), depending on the multi-

option product in question. The information provided would not address combinations of 

investment options, given that the KID is designed as a generic pre-contractual document. 

Article 10 

The draft RTS for Article 10 sets out requirements for the revision and republication of the KID at 

least each year, and an obligation to conduct ad hoc revisions, when necessary under the detailed 

methodologies for calculating the summary risk indicator, the performance scenarios and the 

costs, and when necessary for products offering multiple options. 

Article 13 

The draft RTS for Article 13 sets out requirements for the KID to be provided sufficiently early for  

a retail investor to be able to take its contents into account when making an investment decision. 

The timing of the delivery of the KID can vary depending on the PRIIP in question and the needs of 

the retail investor.  

2.2 Specific questions to stakeholders 

There are a number of measures within the draft RTS where the ESAs are seeking specific 

feedback from stakeholders.  

The following specific questions and accompanying explanatory text highlight these measures. All 

references are to the draft RTS within this Consultation Paper. 

Comprehension alert 

With regard to the comprehension alert (article 8(3)(b) of the PRIIPs Regulation), recital 18 of the 

PRIIPS Regulation includes criteria to be used for assessing whether to include the alert or not. 

The ESAs are not mandated to provide RTS on this specific topic. Article 33 of the PRIIPs 

Regulation requires that the Commission includes in the review due by 31/12/2018 a general 

survey on the operation of the comprehension alert, taking into account any guidance developed 

by competent authorities in this respect. However, there might be merit in the ESAs developing a 
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common approach on the use of the comprehension alert before the deadline for the Commission 

review. Indeed, in the absence of such an approach, there could be a risk of divergence in national 

practice, leading to a lack of comparability. 

The three elements set out in the PRIIPs Discussion Paper published 17 November 2014 

(JC/DP/2014/02, p74-76) could usefully form the basis for the development of more detailed 

criteria in this regard. Guidelines would seem to be the most appropriate regulatory tool to set up 

this common approach. 

Question 1 
Would you see merit in the ESAs clarifying further the criteria set out in Recital 18 mentioned 
above by way of guidelines? 

 

Standardised amounts used as a basis for calculations 

The calculation and presentation of figures both in the Risk and Reward and the Costs sections of 

the KID entails the use of standardised example investment amounts. In the Consultation Paper a 

standardised amount is prescribed for different types of PRIIPs (1000 euro for investment funds 

and PRIIPs other than insurance-based investment products, 15000 euro for single premium 

insurance-based investment products or 1000 euro yearly for regular premium insurance based 

investment products). This is set out in Annex IV paragraph 18. 

 

Question 2 
(i) Would you agree with the assumptions used for the proposed default amounts? Are you of 

the opinion that these prescribed amounts should be amended? If yes, how and why? 
(ii) Would you favour an approach in which the prescribed standardised amount is the default 

option, unless the PRIIP has a known required investment amount and price which can be 
used instead? 

Risk and Reward 

The Risk and Reward section of the RTS describe how the risks and the possible rewards of a PRIIP 

are to be determined, aggregated as appropriate and presented in the KID. The methodologies to 

underpin this are set out in the Annexes II to V to the RTS.  

 

Application of methodology 

In the current drafting a distinction is made for some categories of products, which should apply a 

Cornish Fisher methodology, and for some other categories of products, which should apply a 

bootstrapping approach, with the aim that no category of products benefits from any better 

treatment as a consequence. For those products for which the Cornish Fisher methodology is 

applied, it would also be possible to apply a bootstrapping approach, so that the same basic 

method is used for all PRIIPs for which a VaR equivalent volatility needs to be calculated. This 

would provide similar results as the Cornish Fisher approach under the SRI, but would imply 

higher implementation and on-going costs. 
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Question 3 
For PRIIPs that fall into category II and for which the Cornish Fisher expansion is used as a 
methodology to compute the VaR equivalent Volatility do you think a bootstrapping approach 
should be used instead? Please explain the reasons for your opinion?  

 

Confidence level 

The VaR is calculated at a 2.5% confidence interval in the Consultation Paper. However, every 

specific confidence interval will have certain advantages and disadvantages.  

 

Question 4 
Would you favour a different confidence interval to compute the VaR? If so, please explain which 
confidence interval you would use and state your reasons why.  

 

Guarantee schemes 

The current Credit Risk Measure (CRM) does not take into account any schemes at national level 

which compensate investors for possible losses on their PRIIPs as a result of default by an obligor. 

The main reason was to separate the risk of the PRIIP from the external compensation facilities 

that are present. Furthermore, guarantee schemes often limit the amount repayable per person, 

so it would not be clear whether a guarantee scheme would fully cover the loss in case of default. 

Finally, ǘƘŜ ǎŜŎǘƛƻƴ ΨWhat happens if [the name of the PRIIP manufacturer] is unable to pay 

ƻǳǘΚΩ is dedicated to the situation of default, so information about compensation schemes is 

already part of the KID. However, it may be that due to these guarantee schemes the actual risk 

of loss to a consumer is less since compensations will be granted. 

 

Question 5 
Are you of the view that the existence of a compensation or guarantee scheme should be taken 
into account in the credit risk assessment of a PRIIP? And if you agree, how would you propose to 
do so? 

 

Summary Risk Indicator (SRI) risk class 

The current approach does not allow manufacturers to assign a higher risk class to their PRIIP 

than would be a result from the methodology. 

 

Question 6 
Would you favour PRIIP manufacturers having the option to voluntarily increase the disclosed SRI? 
In which circumstances? Would such an approach entail unintended consequences? 

 

Aggregated scale of the SRI 

The scale of risk classes of the Market Risk Measure (MRM) is aligned with the UCITS scale, in 

terms of assignments of products based on annualised volatility ranges. The SRI differs though 

from the UCITS scale as it is a combination of credit and market risk.  
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Products issued or guaranteed or in relation to which a credit risk applies could eventually be 

discriminated further, with an adjustment of the credit risk to take into account the applicable 

tenor (the longer the tenor, the higher the credit risk). 

 

Question 7 
Do you agree with an adjustment of the credit risk for the tenor, and how would you propose to 
make such an adjustment? 

 
Another question with respect to the scale of the SRI is the weighting of credit risk and the 
aggregation of the MRM and CRM into the SRI.  
 

Question 8 
Do you agree with the scales of the classes MRM, CRM and SRI? If not, please specify your 
alternative proposal and include your reasoning.  

 
 
An example of an alternative scale is depicted below: 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

 

Capital protection and tenor 

The current methodology for the MRM allows a qualitative assessment for PRIIPs with capital 

protection as long as their tenor is up to 5 years. The main reason is that due to inflation products 

with a longer tenor could indeed, if they have capital protection, return the initial investment, but 

with respect to purchasing power this could represent a loss. Another reason for this limitation is 

that certain other PRIIPs (those in category II and III) are compared against the risk free rate. 

 

Question 9 

credit quality steps credit risk class 

0 1 

1 1 

2 1 

3 2 

4 3 

5 4 

6 5 

 MRM class 

CRM class MR1 MR2 MR3 MR4 MR5 MR6 MR7 

CR1 1 2 3 4 5 6 7 

CR2 1 2 3 4 5 6 7 

CR3 3 3 3 4 5 6 7 

CR4 5 5 5 5 5 6 7 

CR5 6 6 6 6 6 6 7 
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Are you of the opinion that for PRIIPs that offer a capital protection during their whole lifespan 
and can be redeemed against their initial investment at any time over the life of the PRIIP a 
qualitatively assessment and automatic allocation to MRM class 1 should be permitted?  
Are you of the opinion that the criteria of the 5 year tenor is relevant, irrespective of the 
redemption characteristics? 

 

Credit risk mitigating circumstances 

In the current methodology, the credit risk assessment is mitigated under the circumstances 
described in Annex II, paragraph 65a. There may be other situations in which it could be argued 
that credit risk of the PRIIP, the manufacturer or the obligor could be considered sufficiently 
mitigated.  
 

Question 10 
Are you aware of other circumstances in which the credit risk assessment should be assumed to be 
mitigated? If so, please explain why and to what degree it should be assumed to be mitigated?  

 
Examples of mitigating factors for credit risk include: 

- a credit risk exposure where the investor benefits from arrangements of an insurance 
undertaking as defined in Article 13 (1) in compliance with Article 275 of the Solvency II 
Directive and/or equivalent national arrangements, which could warrant allocation to 
credit risk class 1; 

- a credit risk exposure where the investor benefits from priority ranking in case of 
insolvency as defined in Article 108 of  the Bank Recovery and Resolution Directive 
(2014/59/EU), which could also warrant allocation to credit risk class 1.  

 

Credit risk look through approach 

The current methodology assesses credit risk on a look through basis, as set out in Annex II, 
paragraph 55. 
 

Question 11 
Do you think that the look through approach to the assessment of credit risk for a PRIIP packaged 
into another PRIIP is appropriate?  

 

Currency Risk  

The SRI does not take into account currency risk where this is not intrinsic to the PRIIP itself, such 

risk being taken on by the investor in conjunction with buying a PRIIP in a currency different than 

his own, where the investor must first enter into a foreign exchange transaction. 

 

Question 12 
Do you think the risk indicator should take into account currency risk when there is a difference 
between the currency of the PRIIP and the national currency of the investor targeted by the PRIIP 
manufacturer, even though this risk is not intrinsic to the PRIIP itself, but relates to the typical 
situation of the targeted investor? 
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Products with higher risk during the life of the product than at maturity 

The SRI in the current methodology shows the risk of the product assuming the investor keep it 

until maturity. The risk of market prices fluctuating during the life of the product and exposing 

investor to losses if he exits before maturity, is not reflected in the indicator. This is recognized as 

a limitation of the indicator and explained in a warning just below it. 

According to this methodology, for example, a 100% bond guaranteed only at maturity with a 

term of 30 years could be classified in class 1 or 2 of risk (low risk); however, if the interest rates 

go up in ensuing years, the value of the bond in the market will fall, and the investor would face 

losses (even significant losses) if he needed to exit before maturity. 

 

Question 13 
Are you of the opinion that the current Consultation Paper sufficiently addresses this issue? Do you 
it is made sufficiently clear that the value of a PRIIP could be significantly less compared to the 
guaranteed value during the life of the PRIIP? Several alternatives are analysed in the Impact 
Assessment under policy option 5: do you see any additional analysis for these assessment?  

 

Performance fees in the performance scenarios 

The performance scenarios are shown net of all costs, so should take performance fees into 

account. The methodology proposes an approach to be taken to this.  

 

Question 14 
Do you agree to use the performance fee, as prescribed in the cost section, as a basis for the 
calculations in the performance section (i.e. calculate the return of the benchmark for the 
moderate scenario in such a way that the return generates the performance fee as prescribed in 
the cost section)?  Do you agree the same benchmark return should be used for calculating 
performance fees for the unfavourable and favourable scenarios, or would you propose another 
approach, for instance automatically setting the performance fees to zero for the unfavourable 
scenario? Please justify your proposal. 
 

Presentation of performance scenarios 

The proposed presentation uses tables for the information on performance scenarios. 

 

Question 15 
Given the number of tables displayed in the KID and the to a degree mixed consumer testing 
results on whether presentation of performance scenarios as a table or a graph would be most 
effective, do you think a presentation of the performance scenarios in the form of a graph should 
be preferred, or both a table and a graph?  

 
Here is an example of a presentation of performance scenarios as graphs: 
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Costs 

The Cost section of the KID aims to aid consumers in understanding what the costs of a PRIIP will 

or could be and what effect they may have on the possible return. As with Risks and Rewards, the 

methodologies on the handling and presentation of Costs are set out in Annexes to the RTS. The 

Annexes for the cost methodology are VI and VII. 

Transaction costs 

The following questions relate to the calculation of transaction costs, as referred to in the 

paragraphs у ǘƻ ну ƻŦ !ƴƴŜȄ ±L άaŜǘƘƻŘƻƭƻƎȅ ŦƻǊ ǘƘŜ ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ ŎƻǎǘǎέΦ aƻǊŜ ŜǎǇŜŎƛŀƭƭȅΣ ǘƘŜǎŜ 

questions relate to the table included in paragraph 25 of Annex VI, which shows standardised 

percentage fees for different asset classes. 

Question 16 
Do you agree with the scope of the assets mentioned in paragraph 25 of Annex VI on transaction 
costs for which this methodology is prescribed? If not, what alternative scope would you 
recommend? 

 

Question 17 
Do you agree with the values of the figures included in this table? If not, which values would you 
suggest? (please note that this table could as well be included in guidelines, to allow for more 
flexibility in the revision of the figures) 

 

Monetary amounts 

The following question relate to the first table on the presentation of costs in the KID shown in 

ǘƘŜ !ƴƴŜȄ ±LL άFormat of Presentation of CostsέΦ aƻǊŜ ŜǎǇŜŎƛŀƭƭȅΣ ǘƘƛǎ ǉǳŜǎǘƛƻƴ ǊŜƭŀǘŜ ǘƘŜ 

meaning of the figures on costs shown for different time horizons. 

Question 18 
Do you agree that the monetary values indicated in the first table are a sum of costs over the 
respective holding periods? Or should the values reflect annualized amounts? If you prefer 
annualized amounts, which method for annualisation should be used (e.g. arithmetic average or 
methods that consider discounting effects)? 
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Biometric risk premiums 

The following questions relate to the calculation of the cost part of biometric risk premiums, as 

referred to in the paragraphs рр ƻŦ !ƴƴŜȄ ±L άaŜǘƘƻŘƻƭƻƎȅ ŦƻǊ ǘƘŜ ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ ŎƻǎǘǎέΦ aƻǊŜ 

especially, these questions relate to the calculation of the fair value of biometric risk premiums 

and the correct understanding of the investor on the corresponding amounts shown in the cost 

section of the KID. 

Question 19 
Do you think that estimating the fair value of biometric risk premiums as stated in paragraph 
55(b) of Annex VI would raise any technical or practical difficulties? 

 

Question 20 
Knowing that the cost element of the biometric risk premium is included in the total costs 
calculation, how do you think the investor might be most efficiently informed about the other part 
of the biometric risk premium (i.e. the fair value), and/or the size of biometric risk premium 
overall? Do you consider it useful to include the fair value in a separate line in the first table, 
potentially below the RIY? Or should information on the fair value be disclosed in another part of 
the KID (for instance, the ά²Ƙŀǘ ƛǎ ǘƘƛǎ ǇǊƻŘǳŎǘΚέ ǎŜŎǘƛƻƴ, where the draft RTS currently disclose 
biometric risk premiums in total, and/or in the performance section)? What accompanying 
narrative text do you think is needed, and where should this be placed, including specifically 
narrative text in the cost section?  

 

Amounts to show in table 2 (breakdown of costs) 

The following question relates to the second table on the presentation of costs in the KID shown 

ƛƴ ǘƘŜ !ƴƴŜȄ ±LL άFormat of Presentation of Costsέ. More especially, this question relate to the 

meaning of the figures on costs shown in this table. 

Question 21 
Given evidence as to the difficulties consumers may have using percentage figures, would you 
prefer an alternative presentation of the second table, solely using monetary values instead? As 
with the first table, please also explain what difficulties you think might arise from calculating 
monetary values, and whether this should be on an annualized basis, and if so, how? 

 
Alternative  presentation of  cost breakdown 

The following questions relate to the tables on the presentation of costs in the KID shown in the 

!ƴƴŜȄ ±LL άFormat of Presentation of CostsέΦ aƻǊŜ ŜǎǇŜŎƛŀƭƭȅΣ ǘƘŜǎŜ ǉǳŜǎǘƛƻƴǎ ǊŜƭŀǘŜ ǘƻ the 

understanding of investors on the format of presentation suggested in this Annex VII, and the 

format of presentation of performance fees. 

Question 22 
Given the number of tables shown in the KID, do you think a more graphic presentation of the 
breakout table should be preferred? 

 
Here is an example of a more graphical breakdown presentation: 
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Further graphics of a similar form could be added, for instance to show a more detailed 
breakdown, or to include the amount invested and the biometric risk premium level to aid retail 
investors in seeing the full picture. Other graphic techniques can also be envisaged. 
 

Question 23 
The example presented above includes a possible way of showing the variability of performance 
fees, by showing the level for all three performance scenarios in the KID, highlighting the 
ΨƳƻŘŜǊŀǘŜΨ ǎŎŜƴŀǊƛƻΣ ǿƘƛŎƘ ǿƻǳƭŘ ōŜ ǳǎŜŘ Ŧƻr the calculation of the total costs. Do you believe 
that this additional information should be included in the KID? 

 

Question 24 
To reduce the volume of information, should the first and the second table of Annex VII be 
combined in one table? Should this be supplemented with a breakdown of costs as suggested in 
the graphic above?  

 

Reduction in Yield (RIY) 

The following question relates to the calculation of the reduction in yield cost indicator, as 

referred to in the paragraphs су ŀύ ƻŦ !ƴƴŜȄ ±L άaŜǘƘƻŘƻƭƻƎȅ ŦƻǊ ǘƘŜ ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ ŎƻǎǘǎέΦ aƻǊŜ 

especially, this question relate to the calculation of this indicator in the case of structured 

products. 

Question 25 
In relation to paragraph 68 a) of Annex VI: Shall the RTS specify that for structured products 
calculations for the cost free scenario have always to be based on an adjustment of the payments 
by the investor? 

 

Presentation format 

The following questions relate to the tables on the presentation of costs in the KID shown in the 

!ƴƴŜȄ ±LL άFormat of Presentation of Costsέ. More especially, these questions relate to the 

understanding of the investor on the meaning of the figures shown. 

Question 26 
Regarding the first table of the cost section presented in Annex VII, would you favour a detailed 
presentation of the different types of costs, as suggested in the Annex, including a split between 
one-off, recurring and incidental costs? Alternatively, would you favour a shorter presentation of 
costs showing only the total costs and the RIY? 
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Question 27 
Regarding the second table of the cost section presented in Annex VII, would you favour a 
presentation of the different types of costs showing RIY figures, as suggested in the Annex, or 
would you favour a presentation of costs under which each type of costs line would be expressed 
differently, and not as a RIY figure -expressed as a percentage of the initial invested amount, NAV, 
etc.? 

Impact assessment 

Included in this Consultation Paper are preliminary Impact Assessments for the three separate 

empowerments in the PRIIPs Regulation. With the questions below the ESAs are specifically 

seeking for feedback from stakeholders. 

Question 28 
Do you have any comments on the problem definition provided in the Impact Assessment? 
 
Are the policy issues that have been highlighted, in your view, the correct ones? If not, what issues 
would you highlight? 
 
Do you have any views on the identified benefits and costs associated with each policy option? 
 
Is there data or evidence on the highlighted impacts that you believe needs to be taken into 
account? 
 
Do you have any views on the possible impacts for providers of underlying investments for multi-
option products, and in particular indirect impacts for manufacturers of underlying investments 
used by these products, including where these manufacturers benefit from the arrangements 
foreseen until the end of 2019 under Article 32 of the PRIIPs Regulation? 
 
Are there significant impacts you are aware of that have not been addressed in the Impact 
Assessment? Please provide data on their scale and extent as far as possible. 

2.3 Next steps 

The ESAs will consider the feedback received on this consultation paper.  

The Regulatory Technical Standards and accompanying impact assessment will be submitted for 

endorsement by the European Commission by 31 March 2016. The ESAs shall also publish final 

feedback on the consultation at this time. 

By 1st January 2017, PRIIP manufacturers must prepare and publish KIDs for each PRIIP they 
manufacture, and from that date those selling or advising on these PRIIPs must provide KIDs to 
retail investors.  
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/haaL{{Lhb 59[9D!¢95 w9D¦[!¢Lhb ό9¦ύ bƻ ΧκΦΦ 

of XXX 

laying down the regulatory technical standards with regard to the presentation, content, 
revision and provision of the key information document, specific underlying methodologies and 

information review in accordance with Regulation (EU) No 1286/2014 of the European 
Parliament and of the Council  

THE EUROPEAN COMMISSION, 

Having regard to the Treaty on the Functioning of the European Union,  
 
Having regard to Regulation (EU) No 1286/2014 of the European Parliament and of the Council of 
26 November 2014 on key information documents for packaged retail and insurance-based 
investment products (PRIIPs)3, and in particular Article 8(5), Article 10(2) and Article 13(5) thereof.  
 
Whereas: 

1. Regulation (EU) No 1286/2014 establishes a new standardised key information document to 
improve the information available to retail investors across the Union and its comparability 
between different packaged retail and insurance-based investment products (PRIIPs). The 
specific format and details of information presented in the key information document, and 
the methodologies for some of its aspects are laid down in this Regulation. 

2. The structure, format and content of the key information document is designed to ensure 
that it is easy for retail investors to read, understand and compare it with other key 
information documents. To this end, the key information document is standardised, as 
appropriate for different PRIIPs, by means of establishing a common template, setting out, 
among other things, the graphics and arrangement of information.  

3. Information on the identity of the PRIIP and its manufacturer, on the competent authority, 
and on the date of publication of the key information document, should be always disclosed. 
Where a common identifier exists for the PRIIP this should be included, to aid the retail 
investor in finding other information about that PRIIP. Contact details for the retail investor to 
find out more should also be always included. A website address or a phone number should 
be sufficient for this purpose, but the website address should be specific. 

4. The key information document makes consistent the provision of information on the type of 
the PRIIP, its investment objectives and how they will be achieved, and on certain key 
features or aspects of the product, including where a PRIIP includes insurance coverage, so as 
to ensure that the retail investors understand the economic and legal features of the PRIIP 
being offered.  

5. Understanding and comparing the risks associated with investments in PRIIPs is important if 
retail investors are to make informed investment decisions. The risks of any particular PRIIP 
can relate to different factors, such as the risks associated with investment markets in general 
and specific assets on those markets in particular, the credit risks linked to whether or not a 
financial counterparty will be able to meet its obligations in the future, and liquidity risks, for 
instance with finding a buyer at a fair price for some types of PRIIPs. However, consumer 
testing has shown that it can be difficult for retail investors to combine information about 

                                                                                                               

3
  OJ L352, 9.12.2014, p.1. 
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these different kinds of risks in a sound manner. Given this, information on risks should be 
aggregated as far as possible and presented in a simple graphical fashion through a single 
summary risk indicator. This will enable retail investors to more easily compare PRIIPs. 
However, so that retail investors can grasp the differences between the risks of different 
PRIIPs, this summary risk indicator should be accompanied by sufficient narrative 
explanations of the risks of the PRIIP to allow for an informed decision. 

6. The returns for a retail investor from a PRIIP can be difficult for the retail investor to 
understand. Retail investors have difficulties understanding or assessing the impact of risk 
and as a result difficulties assessing the uncertainty of their possible returns.  Although 
forecasting the returns can never be done with complete certainty. However, it is essential 
that forecasts are included in the KID on the possible outcomes for two reasons. First the 
information on possible returns is preferred by retail investors. This is the first aspect of 
information they look for. Secondly the KID provides the possibility to make sure that the 
forecasts are based on fair and comparable assumptions. Currently marketing material is 
presenting information forecasts without setting standards about the model used or 
assumptions made to get to these forecasts. No standards on this subject create the risk the 
retail investor overly relies on such forecasts and does not sufficiently take into account the 
shortcomings of such forecasts, and retail investors compare models that are not comparable 
to each other. The retail investor therefore should be provided with clear information that is 
consistent with realistic assumptions about possible outcomes, presented in such a way as to 
make clear the uncertainty of this information and the fact that better or worse outcomes 
could still happen than shown.  

7. The information to be contained in the key information document as to what may happen in 
case the retail investor is not able to exercise his rights in relation to the PRIIP by virtue of the 
default of the entity who bears the commitment to pay the investor should be clearly 
presented, so that the retail investor has a clear view on the degree of protection he has in all 
such cases, for instance under investment, insurance or deposit guarantee schemes. The 
information should be clear as to the identity of the entity whose default would so impact the 
ability of the retail investor to exercise his rights.  

8. Information on costs is important for retail investors when comparing between PRIIPs, which 
can have different cost structures, and when understanding how the cost structure of a 
particular PRIIP might apply to them, depending on how long they stay invested, how much 
they invest, and how well the PRIIP does. For this reason, the KID should contain information 
so the retail investor can compare the overall total cost levels between different PRIIPs when 
held for their recommended holding periods, and the KID should also contain some more 
detailed information so the retail investor can understand how these costs might vary, and 
how they build up over time. 

9. Consumer testing research has shown that retail investors can understand monetary figures 
more readily than percentages. Small differences in costs expressed in percentages may 
correlate with large differences in the costs borne by the retail investor when expressed in 
monetary terms. For this reason it is important to also show the total costs in monetary 
terms. 

10. Retail investors may encounter changing personal circumstances whereby investments made 
for the longer term unexpectedly need to be disinvested. These situations can be difficult to 
anticipate. Disinvestments due to market developments can also be necessary. Given the 
difficulties retail investors may face in anticipating the degree of liquidity they may need in 
their investment portfolios as a whole, information on recommended holding periods and 
required minimum holding periods, and the possibility of partial or complete early exit is 
therefore particularly important for retail investors. The availability  and consequences of 
such early disinvestment should be made clear. Specifically, it should be clear whether these 
consequences are due to explicit fees or penalties or limitations on disinvestment rights, or 
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are due to the significant sensitivity of the value of the particular PRIIP to be disinvested to 
the timing of the disinvestment.  

11. Given that the key information document can be expected to be also used as a summary of 
the main features of the PRIIP by retail investors, it should contain clear information on how a 
complaint might be lodged about the product or the conduct of the PRIIP manufacturer or a 
person advising on, or selling, the product. As the process and steps involved may be 
ŜȄǇƭŀƛƴŜŘ ƳƻǊŜ ŎƭŜŀǊƭȅ ƻƴ ǘƘŜ twLLt ƳŀƴǳŦŀŎǘǳǊŜǊΩǎ ǿŜōǎƛǘŜΣ ǘƘŜ ǳǎŜ ƻŦ ŀ ǿŜōǎƛǘŜ ŦƻǊ 
providing the details of how to lodge a complaint should be permitted. 

12. Some retail investors may wish to obtain further information on specific aspects of the PRIIP. 
The key information document should therefore include a clear and specific cross-reference 
to where further specific information can be found, where the cross-reference is related to 
the information required to be included in the key information document by the (EU) No 
1286/2014 Regulation. Where other regulatory disclosures are required, whether 
precontractually or postcontractually, the retail investor should be made aware of this fact 
and on how to obtain these other documents even if they are only provided on request. In 
view of ensuring the key information document is as concise as possible, links to these other 
documents may be provided by means of a website also providing other detailed information, 
so long as their existence and access to them by means of this website is made clear. 

13. A key information document cannot be provided in the same format for PRIIPs that offer 
many underlying investment options as for other PRIIPs, since each underlying investment 
option will have a specific risk, performance and cost profile, such that all the necessary 
information cannot be provided in a single, concise stand-alone document. Depending on the 
nature and number of underlying investment options and if appropriate, PRIIP manufacturers 
should be able to prepare individual key information documents for each option. Where this 
is not appropriate for retail investors, PRIIP manufacturers should, in accordance with 
Article 6(3) of Regulation (EU) No 1286/2014,  provide generic information about the PRIIP in 
its key information document, and disclose where and how more detailed pre-contractual 
information about each underlying  investment option offered can be found. In these cases, 
where information on the different underlying investment options is provided separately, 
retail investors may face difficulties in understanding the combination of the information 
about the underlying investment options and the generic information about the PRIIP.  For 
this reason, retail investors should be provided with an indication in the information provided 
on the PRIIP in general of the range of risks, performance and costs they can expect across 
the different options offered.  In addition, the information provided on the underlying 
investment options should always reflect the features of the PRIIP in question. The 
information prepared for the investments used by the PRIIP manufacturer to back the 
underlying investment options may not always be accurate or appropriate in respect of these 
underlying investment options, for instance where the PRIIP manufacturer modifies the risk, 
reward and cost profile of the investments. PRIIP manufacturers may ensure the accuracy and 
appropriateness of the information provided on the underlying investment options by 
preparing their own information documents on these underlying investment options, but 
these documents should be consistent with the information required to be in a key 
information document, such as on the risks, performance and costs of each underlying 
investment option. 

14. In the context of PRIIPs that offer many underlying investment options, these investment 
options may consist in investments in specific funds, or they may be standardised portfolios 
or investment profiles, combining a number of underlying investments in a standardised way, 
as a prepackaged investment option in its own right.  

15. PRIIP manufacturers must prepare key information documents that are accurate, fair, clear 
and not misleading. The information contained in the document should be capable of being 
relied on by a retail investor when making an investment decision, even in the months and 
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years following the initial preparation of the key information document, for those PRIIPs that 
remain available to retail investors. In order to ensure the reliability of the information, 
standards should therefore be laid down to ensure timely and appropriate review, revision 
and republication of key information documents. 

16. Data that is used for preparing the information contained in the key information document, 
such as data on costs, risks and performance scenarios, may change over time. Changing data 
can lead to changes in the information to be included, such as a change in the risk or costs 
indicators. For this reason, PRIIP manufacturers should put in place periodic processes to 
review the information contained in the key information document. These processes should 
take into account the extent to which changes could lead to changes in the information 
included in the document that may imply the need for a revision and republication of the 
document.  

17. Periodic reviews may not be sufficient in cases where the PRIIP manufacturer becomes aware 
of changes outside the periodic review process that may significantly impact the information 
contained in the key information document, such as changes to a previously disclosed PRIIP 
investment policy or strategy that would be significant for investors; or of significant changes 
to the cost structure or risk profile. Given this, PRIIP manufacturers should put in place 
processes to be able to identify reliably situations where the information contained in the key 
information document should be reviewed on an ad hoc basis.  

18. Where a periodic or ad hoc review of a key information document identifies changes to the 
information that is required to be included in the document, or the review identifies that 
information contained in the key information document is no longer accurate, fair, clear and 
not misleading, the PRIIP manufacturer should be required to reissue the key information 
document to take into account the changed information.   

19. Given that changes may be important for retail investors and their future allocation of 
investment assets, existing retail investors should reliably be able to locate the new key 
information document, which should therefore be published on the website of the PRIIP 
manufacturer and clearly identifiable. Tools, such as mailing lists or email alerts, might be 
implemented to inform existing retail investors when key investor documents are revised. 

20. Where a PRIIP is not currently available for retail investors, the continued review and revision 
of the key information document for that PRIIP would be disproportionate, however a review 
and revision of the key information document should be undertaken if such a PRIIP is to 
become available to retail investors again. The trading of a PRIIP on a secondary market 
however would not exempt the PRIIP manufacturer from the obligation to continue to review 
and revise the key information document for that PRIIP.  

21. In order to ensure the timing of the delivery of key information documents to retail investors 
is approached in a consistent way across the Union, this Regulation lays down conditions for 
fulfilling the requirement to provide the key information document to retail investors in good 
time.  

22. It is important that the key information document is made available to retail investors 
sufficiently prior to their decision, such that the retail investors are able to understand and 
take into account the relevant PRIIP information when making an investment decision. Since 
the investment decision would be taken prior to the commencement of any mandatory 
cooling off period that applies, the key information document should also be provided prior 
to such a cooling off period.  

23. While in all cases retail investors should receive the key information document in good time 
before they are bound by any contract or offer related to the PRIIP, what might be good time 
for the retail investor to understand and take into account the information may vary, because 
different retail investors have different needs, experience and knowledge. The person 
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advising on, or selling, a PRIIP should therefore take into account these factors to determine 
the extent of the good time criterion in relation to individual retail investors.  

24. Where a person is advising on, or selling, a complex PRIIP or a PRIIP that is unknown to a retail 
investor, more time may need to be provided for the retail investor to familiarise itself with 
the PRIIP in question. 

25. The urgency of the situation, for instance where it is important for a retail investor to buy a 
PRIIP at a given price where the price is sensitive to the timing of the transaction, should also 
be considered. 

26. This Regulation is based on the draft regulatory technical standards submitted by the 
European Supervisory Authorities (European Banking Authority, European Insurance and 
Occupational Pensions Authority, European Securities and Markets Authority) to the 
Commission. 

27. The European Supervisory Authorities  have conducted open public consultations on the draft 
regulatory technical standards on which this Regulation is based, analysed the potential 
related costs and benefits and requested the opinion of the Banking Stakeholder Group 
established in accordance with Article 37 of Regulation (EU) No 1093/2010 of the European 
Parliament and of the Council4, the Insurance and Reinsurance Stakeholder Group established 
in accordance with Article 37 of Regulation (EU) No 1094/2010 of the European Parliament 
and of the Council5, and of the Securities and Markets Stakeholder Group established in 
accordance with Article 37 of Regulation (EU) No 1095/2010 of the European Parliament and 
of the Council6,  

 

HAS ADOPTED THIS REGULATION: 

  

                                                                                                               

4
  Regulation (EU) No 1093/2010 of the European Parliament and of the Council of 24 November 2010 

establishing a European Supervisory Authority (European Banking Authority), amending Decision No 716/2009/EC and 
repealing Commission Decision 2009/78/EC (OJ L 331, 15.12.2010, p. 12). 

5  Regulation (EU) No 1094/2010 of the European Parliament and of the Council of 24 November 2010 
establishing a European Supervisory Authority (European Insurance and Occupational Pensions Authority), amending 
Decision No 716/2009/EC and repealing Commission Decision 2009/79/EC (OJ L 331, 15.12.2010, p. 48). 

6  Regulation (EU) No 1095/2010 of the European Parliament and of the Council of 24 November 2010 
establishing a European Supervisory Authority (European Securities and Markets Authority), amending Decision No 
716/2009/EC and repealing Commission Decision 2009/77/EC (OJ L 331, 15.12.2010, p. 84). 
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CHAPTER I 

General provisions 

 

Article 1 

Subject-matter  

 
This Regulation lays down rules specifying: 
 

(a) the details of the presentation and the content of each of the elements of information 
contained in the key information document, and of the methodologies underpinning the 
risk, reward and costs information contained therein; 

(b) the conditions for reviewing the information contained in the key information document 
and for revising the key information document, as well as specific review and revision 
conditions where a PRIIP is made available in a non-continuous manner; 

(c) the circumstances and means for informing retail investors of a revised key information 
document; and 

(d) the conditions on providing retail investors with the key information document in good 
time before retail investors are bound by a PRIIP contract or offer. 

 
Article 2 

Template of the key information document and methodologies 

1. For the purposes of Regulation (EU) No 1286/2014, PRIIP manufacturers shall complete 
the template of a key information document laid down in Annex I, in accordance with the 
rules laid down in Regulation (EU) No 1286/2014 and in this Regulation.  
  

2. In completing the key information document, PRIIP manufacturers shall comply with the 
methodology underpinning the presentation of risk laid down in Annex II, the 
methodology for the presentation of the summary risk indicator laid down in Annex III, 
the technical rules on the performance scenarios laid down in Annex IV, the methodology 
for the presentation of performance scenarios laid down in Annex V, the methodology for 
the calculation of costs laid down in Annex VI and the presentation format for costs laid 
down in Annex VII. 

 

CHAPTER II 

Sections of the key information document 

 

Article 3  

Identity section 

The information about the PRIIP manufacturer and its competent authority referred to in 
Article 8(3)(a) of Regulation (EU) No 1286/2014 shall include: 

a) the name of the PRIIP assigned by the PRIIP manufacturer; 

b) the PRIIP´s International Securities Identification Number (ISIN) or any other 
universal identifier, where available; 
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c) the legal name of the PRIIP manufacturer; 

d) ǘƘŜ twLLt ƳŀƴǳŦŀŎǘǳǊŜǊΩǎ ǎǇŜŎƛŦƛŎ ǿŜōǎƛǘŜ ŀŘŘǊŜǎǎ ǇǊƻǾƛŘƛƴƎ ǊŜǘŀƛƭ ƛƴǾŜǎǘƻǊǎ ǿƛǘƘ 
information on how to get in contact with the PRIIP manufacturer, or a telephone 
number; 

e) the name and the Member State of the competent authority responsible for the 
supervision of the compliance with the requirements laid down in Regulation (EU) No 
1286/2014; and 

f) the date of production and of any subsequent revision of the key information 
document. 

 

Article 4 

Ψ²Ƙŀǘ ƛǎ ǘƘƛǎ ǇǊƻŘǳŎǘΚΩ section 

1. The type of the PRIIP referred to in sub-paragraph (i) of Article 8(3)(c) of Regulation (EU) 
No 1286/2014 shall be described by reference to the legal form taken by the PRIIP, and, as 
appropriate, may be supplemented by the classification of the PRIIP as may be commonly 
used by PRIIP manufacturers to group specific products.  

2. The information about the objectives of the PRIIP as well as the means of achieving them 
referred to in sub-paragraph 2 of Article 8(3)(c) of Regulation (EU) No 1286/2014 shall 
contain a brief, clear and easy to understand summary of those objectives and the means for 
achieving them, providing the retail investor with an appropriate overview of the investment 
policy and strategy of the PRIIP.  

3. In particular, the information under paragraph 2: 

a. shall identify the main factors upon which return depends, the underlying investment 
assets or reference values, and how the return is determined, as appropriate, and the 
ǊŜƭŀǘƛƻƴǎƘƛǇ ōŜǘǿŜŜƴ ǘƘŜ twLLtΩǎ ǊŜǘǳǊƴ ŀƴŘ ǘƘŀǘ ƻŦ ǘƘŜ ǳƴŘŜǊƭȅƛƴƎ ƛƴǾŜǎǘƳŜƴǘ ŀǎǎŜǘǎ 
or reference values, and  

b. on underlying investment assets or reference values may only refer to market 
segments or instrument types where the number of specific investments is large. 

4. The description referred to in sub-paragraph (iii) of Article 8(3)(c) of Regulation (EU) 
No 1286/2014 ǎƘŀƭƭ ǊŜŦƭŜŎǘ ǘƘŜ ǘŀǊƎŜǘ ƳŀǊƪŜǘ ƛŘŜƴǘƛŦƛŜŘ ōȅ ǘƘŜ twLLt ƳŀƴǳŦŀŎǘǳǊŜǊΩǎ ǇǊƻŘǳct 
oversight and governance processes, taking into account the financial interests, knowledge, 
objectives and characteristics of the types of retail investors for whom the PRIIP has been 
designed, including their ability to bear investment loss and their investment horizon. 

5. The details of insurance benefits referred to in sub-paragraph (IV) of Article 8(3)(c) of 
Regulation (EU) No 1286/2014 shall include on a generic basis a summary of information on 
the definition of each benefit, on the proportion of the overall PRIIP´s premium to be used 
for these benefits, and on the duration of these premiums where they are to be paid on a 
regular basis.  

6. The information about the term of the PRIIP as referred to in sub-paragraph (v) of Article 
8(3)(c) of Regulation (EU) No 1286/2014 shall include, where applicable:  

a) the maturity date of the PRIIP, or an indication that there is none;  
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b) whether the PRIIP manufacturer is entitled to terminate the PRIIP unilaterally; and 

c) an explanation under which circumstances the PRIIP can be automatically 
terminated, and the corresponding dates, if known.  

Article 5 

 Ψ²Ƙŀǘ ŀǊŜ ǘƘŜ Ǌƛǎƪǎ ŀƴŘ ǿƘŀǘ ŎƻǳƭŘ L ƎŜǘ ƛƴ ǊŜǘǳǊƴΚΩ ǎŜŎǘƛƻƴ 

1. This section shall include a summary risk indicator, as referred to in sub-paragraph (i) of 
Article 8(3)(d) of Regulation (EU) No 1286/2014, ranking the PRIIP on a numerical scale 
from 1 to 7, where 1 indicates the lowest risk class and 7 indicates the highest risk class. 
The summary risk indicator shall be presented using the format as set out in Annex III 
Appendix 1. 

2. The summary risk indicator shall rank a PRIIP on the basis of an assessment of its 
aggregated level of market and credit risk in accordance with the criteria laid down in 
Part 3 of Annex  II. 

3. Where a PRIIP is considered illiquid or to have a materially relevant liquidity risk in 
accordance with the conditions set out in Part 5 of Annex II, the PRIIP manufacturer shall 
clearly explain this in the narrative explanation and a warning to this effect shall be added 
in the presentation of the summary risk indicator, as set out in Annex III.  

4. The computation of the summary risk indicator referred to in paragraph 1, as well as any 
of its subsequent revisions, shall be adequately documented. The summary risk indicator 
shall be reviewed and revised regularly and always revised in case of a material change in 
accordance with the requirements laid down in Part 4 of Annex II. 

5. The brief description of the PRIIP´s risk and reward profile pursuant to sub-paragraphs (i) 
and (ii) of Article 8(3)(d) of Regulation (EU) No 1286/2014 shall comply with the 
requirements laid down in Annex III. 

6. The brief description referred to in paragraph 5 shall clearly mention that risks are 
assessed on the basis that products are kept up to maturity or recommended holding 
period. In case the risk of the product if not held to maturity or the recommended holding 
period is significantly higher than the one represented in the summary risk indicator, the 
PRIIP manufacturer shall insert a warning about this fact in the presentation of the 
summary risk indicator, as set out in Annex III. 

7. For PRIIPs with contractually agreed-upon early exit penalties or long disinvestment 
notice periods, the PRIIP manufacturer shall refer to the relevant underlying conditions in 
ǘƘŜ ǎŜŎǘƛƻƴ ΨIƻǿ ƭƻƴƎ ǎƘƻǳƭŘ L ƘƻƭŘ ƛǘ ŀƴŘ Ŏŀƴ L ǘŀƪŜ ƳƻƴŜȅ ƻǳǘ ŜŀǊƭȅΚΩ ǳƴŘŜǊ !ǊǘƛŎƭŜ фΦ 

Article 6 

 Performance scenarios 

1. ¢ƘŜ Ψ²Ƙŀǘ ŀǊŜ ǘƘŜ Ǌƛǎƪǎ ŀƴŘ ǿƘŀǘ ŎƻǳƭŘ L ƎŜǘ ƛƴ ǊŜǘǳǊƴΚΩ ǎŜŎǘƛƻƴ ƻŦ ǘƘŜ ƪŜȅ ƛƴŦƻǊƳŀǘƛƻƴ 
document shall contain appropriate performance scenarios, as referred to in sub-
paragraph (iii) of Article 8(3)(d) of Regulation (EU) No 1286/2014. 

2. The performance scenarios shall be defined for the recommended holding period and for 
certain holding periods in between, when appropriate. 
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3. The key information document shall include three performance scenarios defined to 
represent an unfavourable scenario, a moderate scenario and a favourable scenario in 
accordance with the criteria laid down in paragraph 1 of Annex IV. An additional 
performance scenario shall be added in the circumstances equally set out in Annex IV. 

4. For insurance-based investment products, an additional performance scenario shall be 
included, reflecting the return the retail investor receives if a covered insurance event 
occurs.  

5. The performance scenarios shall be presented in the format laid down in Annex V . 

6. The brief description of the PRIIP´s risk and reward profile pursuant to sub-paragraphs (iii) 
to (v) of Article 8(3)(d) of Regulation (EU) No 1286/2014 shall comply with the 
requirements  laid down in Annex V. 

7. The ESAs shall establish guidelines setting out detailed requirements on the assumptions 
that PRIIP manufacturers can use when selecting unfavourable, moderate and favourable 
scenarios as required under paragraph 3. 

Article 7  

Ψ²Ƙŀǘ ƘŀǇǇŜƴǎ ƛŦ ώǘƘŜ ƴŀƳŜ ƻŦ ǘƘŜ twLLt ƳŀƴǳŦŀŎǘǳǊŜǊϐ ƛǎ ǳƴŀōƭŜ ǘƻ Ǉŀȅ ƻǳǘΚΩ ǎŜŎǘƛƻƴ 

1. In the description pursuant to Article 8(3)(e) of Regulation (EU) No 1286/2014 the PRIIP 
manufacturer shall clearly state whether the retail investor is directly exposed to the 
default of an entity, whether the retail investor may face a financial loss with only partial 
or no capital reimbursement, and the identity of the entity where the entity is not the 
PRIIP manufacturer.  

2. The section shall also contain information explaining clearly whether or not the default or 
loss under paragraph 1 is covered by an investor compensation or guarantee scheme and 
whether there are any limitations or conditions to this cover.  

Article 8 

Ψ²Ƙŀǘ ŀǊŜ ǘƘŜ ŎƻǎǘǎΚΩ ǎŜŎǘƛƻƴ 

1. ¢Ƙƛǎ ǎŜŎǘƛƻƴ ǎƘŀƭƭ ǇǊŜǎŜƴǘ ƛƴŦƻǊƳŀǘƛƻƴ ƻƴ Ŏƻǎǘǎ ǳǎƛƴƎ ǘǿƻ ǘŀōƭŜǎ ŜƴǘƛǘƭŜŘ Ψ/ƻǎǘǎ ƻǾŜǊ ǘƛƳŜΩ 
ŀƴŘ Ψ/ƻƳǇƻǎƛǘƛƻƴ ƻŦ ŎƻǎǘǎΩΣ ŀǎ ƭŀƛŘ Řƻǿƴ ƛƴ !ƴƴŜȄ VII.  

2. Lƴ ǘƘŜ Ψ/ƻǎǘǎ ƻǾŜǊ ǘƛƳŜΩ ǘŀōƭŜΣ ŀ ǎƛƴƎƭŜ ŦƛƎǳǊŜ ǎƘŀƭƭ ōŜ shown as the summary cost indicator 
of the total aggregated costs of the PRIIP and shall be calculated as referred to in Annex 
VI. This figure shall be expressed in monetary and percentage terms. Where relevant, the 
Ψ/ƻǎǘǎ ƻǾŜǊ ǘƛƳŜΩ ǘŀōƭŜ ǎƘŀƭƭ ǇǊƻǾƛŘŜ ŀ narrative explanation that the table takes into 
account exit penalties. 

3. The one-ƻŦŦ Ŏƻǎǘǎ ǇǊŜǎŜƴǘŜŘ ƛƴ ǘƘŜ Ψ/ƻǎǘ ƻǾŜǊ ǘƛƳŜΩ ǘŀōƭŜ ǎƘŀƭƭ ōŜ ŎŀƭŎǳƭŀǘŜŘ ƛƴ ŀŎŎƻǊŘŀƴŎŜ 
with the methodology laid down in Annex VI, and expressed in monetary terms. In the 
Ψ/ƻƳǇƻǎƛǘƛƻƴ ƻŦ ŎƻǎǘǎΩ ǘŀōƭŜ ǎƘƻǿƛƴƎ ǘƘŜ ōǊŜŀƪŘƻǿƴ ƻŦ ŎƻǎǘǎΣ ƻƴŜ-off costs shall be split 
between entry and exit costs, as referred to in Annex VI. Entry and exit costs ratios shall 
be expressed in percentage terms, calculated in accordance with the methodology laid 
down in Annex VI and included in this same second table. 

4. Recurring costs shall be calculated in accordance with the methodology laid down in 
!ƴƴŜȄ ±LΣ ŜȄǇǊŜǎǎŜŘ ƛƴ ƳƻƴŜǘŀǊȅ ǘŜǊƳǎ ŀƴŘ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ Ψ/ƻǎǘǎ ƻǾŜǊ ǘƛƳŜΩ ǘŀōƭŜΦ Lƴ ǘƘŜ 
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Ψ/ƻƳǇƻǎƛǘƛƻƴ ƻŦ ŎƻǎǘǎΩ table showing the breakdown of costs, recurring costs shall be split 
between portfolio transaction costs and other recurring costs, as referred to in Annex VI. 
The portfolio transaction costs and other recurring costs ratios shall be expressed in 
percentage terms, calculated in accordance with the methodology laid down in Annex VI. 

5. Incidental costs shall be calculated in accordance with the methodology laid down in 
!ƴƴŜȄ ±LΦ ¢Ƙƛǎ ŦƛƎǳǊŜ ǎƘŀƭƭ ōŜ ŜȄǇǊŜǎǎŜŘ ƛƴ ƳƻƴŜǘŀǊȅ ǘŜǊƳǎ ŀƴŘ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ Ψ/ƻǎǘǎ ƻǾŜǊ 
tƛƳŜΩ ǘŀōƭŜΦ !ƴ ƛƴŎƛŘŜƴǘŀƭ Ŏƻǎǘ Ǌŀǘƛƻ ǎƘŀƭƭ ōŜ ŜȄǇǊŜǎǎŜŘ ƛƴ ǇŜǊŎŜƴǘŀƎŜ ǘŜǊƳǎΣ ŎŀƭŎǳƭŀǘŜŘ ƛƴ 
ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ƭŀƛŘ Řƻǿƴ ƛƴ !ƴƴŜȄ ±L ŀƴŘ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ Ψ/ƻƳǇƻǎƛǘƛƻƴ 
ƻŦ ŎƻǎǘǎΩ ǘŀōƭŜΦ 

6. This section shall contain a narrative explanation of each of the different costs specified in 
the Ψ/ƻƳǇƻǎƛǘƛƻƴ ƻŦ ŎƻǎǘǎΩ table, as set out in Annex VII. This narrative explanation shall 
specify that the costs presented in the key information document may differ from the 
actual costs the retail investor would pay, including where additional costs may arise 
where the investor chooses options throughout the lifetime of the investment. 

Article 9  

ΨIƻǿ ƭƻƴƎ ǎƘƻǳƭŘ L ƘƻƭŘ ƛǘ ŀƴŘ Ŏŀƴ L ǘŀƪŜ Ƴȅ ƳƻƴŜȅ ƻǳǘ ŜŀǊƭȅΚΩ ǎŜŎǘƛƻƴ 

1. For PRIIPs without a fixed maturity date, PRIIP manufacturers shall include in this 
section  a brief explanation of the reasons for the selection of the recommended, and, 
where applicable, the required minimum holding period. 

2. The information pursuant to sub-paragraphs (iii) and (iv) of Article 8(3)(g) of Regulation 
(EU) No 1286/2014 shall include a description of the main features of the disinvestment 
procedure and when it is possible. It shall include an indication of the impact of cashing-in 
early on the risk or performance profile of the PRIIP, namely in regards to capital 
guarantees, if applicable.  

3. Where fees and penalties are charged for disinvestments prior to maturity, the 
information shall set out these fees and penalties, and include a cross reference to the 
information on costs included under Article 8(3)(f) of Regulation (EU) No 1286/2014 
stating that that information shows the impact these fees and penalties would have for 
different holding periods. 
 

Article 10 

ΨIƻǿ Ŏŀƴ L ŎƻƳǇƭŀƛƴΚΩ ǎŜŎǘƛƻƴ 

1. The information set out in this section, as provided for in sub-paragraph (h) of Article 8(3) 
of Regulation (EU) No 1286/2014, may be provided by the PRIIP manufacturer in a 
summary format, and shall give detailed directions on how and where to lodge a 
complaint about the PRIIP or the conduct of the PRIIP manufacturer or the person 
advising on, or selling, the PRIIP on the relevant website.  

2. The information may refer to the relevant website in respect of complaints related to the 
person advising on, or selling, the PRIIP where that person is not the same as the PRIIP 
manufacturer. 

3. The information shall also include an up-to-date postal address and/or email address to 
which complaints can be submitted. 
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Article 11  

ΨhǘƘŜǊ ǊŜƭŜǾŀƴǘ ƛƴŦƻǊƳŀǘƛƻƴΩ ǎŜŎǘƛƻƴ 

1. In this section, the PRIIP manufacturer shall pursuant to sub-paragraph (i) of Article 8(3) 
of Regulation (EU) No 1286/2014 indicate any additional documentation to be provided in 
relation to the PRIIP, and whether this documentation is only available on the request of 
the retail investor. 

2. The information may be provided in a summary format, including a reference to a website 
where further details and links to documents are provided. 

3. For PRIIPs that are available to retail investors in a continuous manner, the following 
ǎǘŀǘŜƳŜƴǘ ǎƘŀƭƭ ōŜ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘƛǎ ǎŜŎǘƛƻƴΥ Ψ²ƛǘƘƻǳǘ ǇǊŜƧǳŘƛŎŜ ǘƻ ad hoc reviews, this key 
information document is ǳǇŘŀǘŜŘ ŀǘ ƭŜŀǎǘ ŜǾŜǊȅ мн ƳƻƴǘƘǎΩΦ 

CHAPTER III 

 Specific provisions on the key information document 

 

Article 12 

Key information document in relation to multi-investment options PRIIPs 

1. Where a PRIIP offers different underlying investment options, such that the necessary 
information in relation to all underlying investment options cannot be presented in a 
single, stand-alone key information document, the PRIIP manufacturer shall either:  

a) produce, pursuant to Article 13, a single individual key information document 
combining generic and specific information  in relation to each underlying investment 
option within the PRIIP; or  

b) produce, pursuant to Article 14, a single generic key information document about the 
overall PRIIP, and disclose, pursuant to Article 15, specific pre-contractual 
information about each underlying investment option. 

2. The PRIIP manufacturer shall be responsible for the provision of the information pursuant 
to paragraph 1 and may not fully or partially transfer this responsibility. 

3. For the purposes of Articles 13, 14 and 15, the PRIIP manufacturer may use information 
provided by third parties, in particular manufacturers of investment products that are 
used to offer underlying investment options within the PRIIP, where this is necessary for 
the PRIIP manufacturer to produce the required information on risks, performance and 
costs.  

4. The PRIIP manufacturer shall present the information on each underlying investment 
option as a single investment option offered within the PRIIP, irrespective of its choice to 
apply sub-paragraph 1(a) or sub-paragraph 1(b). 

Article 13 

Individual key information document combining generic and specific information in relation to 
each underlying investment option  
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Where a PRIIP manufacturer chooses to produce individual key information documents pursuant 
to sub-paragraph (a) of Article 12(1), it shall: 

a) comply with the requirements of Article 8(3) of Regulation (EU) No 1286/2014 and 
Chapter II of this Regulation; and 

b) take into account the combination of the features of the underlying investment 
option, including its risk and performance profile and its costs, and the PRIIP in 
general.  

Article 14  

Single generic key information document on the overall PRIIP 

1. Without prejudice to the requirements in Chapter II, where a PRIIP manufacturer chooses 
to prepare a generic key information document pursuant to sub-paragraph (b) of 
Article 12(1), it shall: 

a) ƛƴ ǘƘŜ Ψ²Ƙŀǘ ƛǎ ǘƘƛǎ ǇǊƻŘǳŎǘΩ ǎŜŎǘƛƻƴΣ ŜȄǇƭŀƛƴ that the PRIIP offers a range of 
underlying investment options, including a short overview of the underlying 
investment options, and that the PRIIP target market varies depending on the choice 
of underlying investment options, and, where relevant, that the choice of an 
underlying investment option can be changed, in particular by switching between 
options on the initiative of the retail investor or the initiative of a third party, and set 
out the choices available to the retail investor; 

b) ƛƴ ǘƘŜ Ψ²Ƙŀǘ ŀǊŜ ǘƘŜ Ǌƛǎƪǎ ŀƴŘ ǿƘŀǘ ŎƻǳƭŘ L ƎŜǘ ƛƴ ǊŜǘǳǊƴΚΩ ǎŜŎǘƛƻƴΣ ŜȄǇƭŀƛƴ ǘƘŀǘ ǘƘŜ 
risks and returns of a retail investor depend on its choice of underlying investment 
options, invite the retail investor to familiarise themselves with the specific 
information on these options and to compare the risks and returns of the options, 
and indicate where the relevant specific information is to be found; 

c) ƛƴ ǘƘŜ Ψ²Ƙŀǘ ŀǊŜ ǘƘŜ ŎƻǎǘǎΚΩ ǎŜŎǘƛƻƴΣ ŜȄǇƭŀƛƴ ǘƘŀǘ ǘƘŜ Ŏƻǎǘǎ ǘƘŀǘ ǘƘŜ ǊŜǘŀƛƭ ƛƴǾŜǎǘƻǊ is 
due to pay, including, where relevant, costs associated with future variations to the 
underlying investment options made within the PRIIP, depend on the choice of the 
retail investor in relation to underlying investment options, and invite the retail 
investor to familiarise themselves with the specific information on these options, and 
indicate where the relevant specific information is to be found. 

2. In completing the generic key information document, the PRIIP manufacturer shall: 

a) include a comprehension alert with the text specified in sub-paragraph (b) of 
Article 8(3) of Regulation (EU) No 1286/2014, where an underlying investment option 
would be subject to the comprehension alert itself; 

b) show the range of the lowest and highest risk classifications of the  underlying 
investment options offered within the PRIIP instead of the summary risk indicator 
referred to in Article 5; 

c) explain how the performance of the PRIIP as a whole depends on the underlying 
investment options and indicate where relevant further information is to be found, 
instead of showing the performance scenarios referred to in Article 6; 

d) show the range of the recurring and incidental costs for the PRIIP and its underlying 
investment options, and where necessary, the range of one-off costs if these differ 
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between the underlying options; and show the range of the total aggregated cost 
figures, instead of complying with the requirements on the cost figures under Article 
8.  

3. The range of risk classifications included pursuant to paragraph 2(b), and the range of cost 
figures included pursuant to paragraph 2(d) shall be calculated by applying the relevant 
methodologies referred to in Chapter II to each underlying investment option.  

Article 15 

Additional specific information about underlying investment options within a PRIIPs 

1. Where a PRIIP manufacturer chooses to produce a generic key information document in 
accordance with sub-paragraph (b) of Article 12(1), it shall additionally provide specific 
pre-contractual information on underlying investment options by combining this 
information into a single document, or by providing it through separate documents for 
each underlying investment option, or by a combination of these. 

2. The additional information under paragraph 1 shall outline the specific characteristics of 
each underlying investment option offered by the PRIIP, and include ς for each 
investment option ς all of the following:  

a) a comprehension alert, where relevant; 

b) the investment objectives, the means for achieving them, and the intended target 
market, as required in Article 4 paragraphs 2 to 5; 

c) a summary risk indicator and narrative, as required in Article 5; 

d) performance scenarios, as required in Article 6; 

e) a presentation of the costs as required in Article 8. 

 

CHAPTER IV 

Review, revision and republication of the key information document 

 

Article 16 

Periodic review of the information in the key information document 
 
1. The PRIIP manufacturer shall review the information contained in the key information 

document by:  
 

a. the twelfth month following the date of the initial publication of the key information 
document; and thereafter 
 

b. every twelfth month following the latest review of the key information document. 
 
2. The review shall encompass a verification of whether the information contained in the 

key information document continues to be accurate, fair, clear and not-misleading, and 
that it remains compliant with the requirements within Article 8(3) of Regulation (EU) No 
1286/2014. 
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Article 17 

Ad hoc review of the key information document 

 
1. Where the PRIIP manufacturer becomes aware of a change that affects or is likely to 

affect the information contained in the key information document, the PRIIP 
manufacturer shall review without undue delay the information contained in the key 
information document. 
 

2. The PRIIP manufacturer shall maintain adequate processes throughout the life of the 
PRIIP to identify without undue delay any circumstances which might necessitate an ad 
hoc review. 

Article 18 

Revision of the key information document 

 
1. The PRIIP manufacturer shall without undue delay revise the key information document 

following a review under Article 16. 
 

2. The PRIIP manufacturer shall without undue delay revise the key information document 
following a review under Article 17, where the PRIIP manufacturer concludes that the 
document is no longer accurate, fair, clear or not-misleading, or that it is no longer 
compliant with the requirements laid down in Article 8(3) of Regulation (EU) 
No 1286/2014 and in this Regulation.   
 

3. Where the PRIIP manufacturer revises a key information document, the PRIIP 
manufacturer shall update all information in the key information document as may be 
necessary, so that the revised document is up to date as a whole.  

 

Article 19 

Publication of revised key information document 

 
1. The PRIIP manufacturer shall publish the revised key information document on its 

website.  
 

2. The publication shall occur without undue delay and, at the latest five business days after 
the key information document has been revised.  

 

Article 20 

PRIIPs made available in a non-continuous manner 

 
Where a PRIIP is made available to retail investors in a non-continuous manner: 
 

1. the requirements under Articles 16 to 19 shall not apply during those periods 
where the PRIIP is not available to retail investors; and 

 
2. the PRIIP manufacturer shall review and republish the key information document 

immediately prior to any period in which the PRIIP shall be made available to 
retail investors. 
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CHAPTER V  

 Timing of delivery of the key information document 

 

Article 20 

Conditions on good time 

1. The person advising on, or selling, a PRIIP shall be considered to have provided the key 
information document in good time where they have provided the document sufficiently 
early for the retail investor to read and consider the document before being bound by any 
contract or offer relating to that PRIIP.  
 

2. The person advising on, or selling, a PRIIP shall, as appropriate, take into account: 
 
a. the knowledge and experience of the retail investor with the PRIIP or PRIIPs of a 

similar nature; 
 

b. the complexity of the PRIIP;  
 
c. the urgency for the retail investor of concluding the proposed contract or offer. 

 

Article 21 

Final Provision  
 
This Regulation shall enter into force on the twentieth day following that of its publication in the 
Official Journal of the European Union. 

It shall apply from 31 December 2016. 

This Regulation shall be binding in its entirety and directly applicable in all Member States 

 

5ƻƴŜ ŀǘ .ǊǳǎǎŜƭǎ Χ  

 

 For the Commission 
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ANNEX I 
 

TEMPLATE OF THE KEY INFORMATION DOCUMENT 
 
PRIIP manufacturers shall use the following template for the purposes of drawing up the key 
information document under Regulation (EU) No 1286/2014. In completing the template sections, 
PRIIP manufacturers shall follow the specific guidance set out below. 
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PRIIP manufacturers shall comply with the section order and titles set out in the template, which 
however does not fix parameters regarding the length of individual sections and the placing of 
page breaks.  
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ANNEX II 
 

METHODOLOGY UNDERPINNING THE PRESENTATION OF RISK 
METHODOLOGY UNDERPINNING THE PRESENTATION OF RISK AND REWARD EX X 

 
PART 1 

Methodology underpinning the market risk assessment 

 
I. Definition of PRIIP categories 
 
1. For the purposes of determining market risk, PRIIPs are divided into 5 categories: 

a) Category I: PRIIPs that are assigned directly to the Market Risk Measure (hereafter 

MRM) class 1, or to MRM class 7, based on qualitative criteria. 

b) Category II: PRIIPs, excluding Category I PRIIPs, assigned to class 1 to 7 of the MRM, 

based on a 2,5% VaR, approximated by the Cornish Fisher expansion, calibrated using 

р ȅŜŀǊǎΩ ƘƛǎǘƻǊƛŎŀƭ ǇŜǊŦƻǊƳŀƴŎŜ Řŀǘŀ ŦƻǊ ǘƘŜ twLLtΦ ²ƘŜƴ ƛƴǎǳŦŦicient data are 

available  but natural benchmarks or proxies exist, their data shall be used to 

perform the expansion instead. 

c) Category III: PRIIPs, excluding Category I PRIIPs, assigned to class 1 to 7 of the MRM, 

based on a statistical approach, using foǊǿŀǊŘ ǎƛƳǳƭŀǘƛƻƴ ƻŦ ǘƘŜ twLLtΩǎ ǇŜǊŦƻǊƳŀƴŎŜ 

calibrated on historical data. When insufficient data are available but natural 

benchmarks or proxies exist, their data be used to perform the simulation instead. 

d) Category IV: PRIIPs, excluding Category I PRIIPs, assigned to class 1 to 7 of the MRM, 

which, due to absence of factors observed in the market, impacting in turn their 

value, may not fall under Category II or Category III PRIIPs. The MRM shall be based 

on an alternative methodology, set to capture on an equal basis compared to 

Categories II and III the risk of loss, but adjusted to the specificities of the PRIIP, so as 

to assess the risk on a relevant basis. 

e) Category V: PRIIPs, excluding Category I PRIIPs, in relation to which insufficient data 

are available so as to accurately estimate the market risk based on the methodology 

implemented for Category II or Category III PRIIPs. If this is the case, the PRIIP shall 

be assigned to a class of the MRM based on qualitative criteria. 

 
2. The different Categories of PRIIPs as set out in paragraph 1, and the PRIIPs that would 

typically fall under each such Category, are as further detailed under paragraphs 9 to 19. 

3. The methodology to be implemented with regards to Category II PRIIPs is as detailed in 

paragraphs 20 to 29. 

4. The methodology to be implemented with regards to Category III PRIIPs is as detailed in 

paragraphs 30 to 48. 

5. The methodology to be implemented with regards to Category IV PRIIPs is as detailed in 

paragraphs 49 to 52. 

II. General principles for MRM 
 
6. The basis for the MRM for Category II, III, IV and V(a)(i) PRIIPs is the 2,5% Value-at-Risk. This is 

defined as the total return at the 2,5% quantile discounted to the present using the risk free 
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rate divided by the capital investment minus one. This represents the return per invested 

monetary unit at the 2,5% quantile.  

 
7. The class of the MRM for Category II and III PRIIPs shall be based on the annualized VaR-

equivalent volatility. 

8. The expected return of any market observable is the risk-free rate of return, from the date of 

production of the key information document up to the end of the recommended holding 

ǇŜǊƛƻŘ όάwItέύΣ ōŜƛƴƎ ǎǳŎƘ wIt ǎŜǘ ŀǎ ƻŦ ǘƘŜ ǘƛƳŜ ƻŦ ǘƘŜ ǇǊƻŘǳŎǘƛƻƴ ƻŦ ǘƘŜ ƪŜȅ ƛƴŦƻǊƳŀǘƛƻƴ 

document, in the denominated currency of the PRIIP. The expected return must be adjusted 

downwards, by any further payments, impacting the price of the PRIIP or, when relevant, any 

of its underlying securities, which are not received by the retail investor (e.g. equity 

dividends). 

 

Details on PRIIP categories and where relevant the qualitative assignment of PRIIPs to a Class of 
the MRM 
 
9. Category I PRIIPs includes: 

 

a) All PRIIPs where investors shall receive, at the end of the RHP, at least the respective 

amount they invested in the PRIIPs, provided that such period has a maturity of up to five 

years and based on an unconditional protection of capital. These shall be qualitatively 

assigned to MRM class 1; 

b) all PRIIPs where investors could lose more than the amount they invested. These shall be 

qualitatively assigned to MRM class 7; 

c) derivatives that qualify as PRIIPs. These shall be qualitatively assigned to MRM class 7. 

Derivatives are to be understood in this context as financial instruments that fall within 

one of the categories referred to in items 4 to 10 of part C of Annex 1 to the Directive 

2014/65/EU. 

 

10. Category II PRIIPs includes:   

 

a) !ƭǘŜǊƴŀǘƛǾŜ LƴǾŜǎǘƳŜƴǘ CǳƴŘǎ όά!LCǎέ ŀǎ ŘŜŦƛƴŜŘ ǳƴŘŜǊ 5ƛǊŜŎǘƛǾŜ нлммκсмκ9¦ ƻƴ 

Alternative Investment Fund Managers, hereafter AIFMD, as amended from time to time); 

b) ǳƴŘŜǊǘŀƪƛƴƎǎ ŦƻǊ ŎƻƭƭŜŎǘƛǾŜ ƛƴǾŜǎǘƳŜƴǘ ƛƴ ǘǊŀƴǎŦŜǊŀōƭŜ ǎŜŎǳǊƛǘƛŜǎ όά¦/L¢{έΣ ŀǎ ŘŜŦƛƴŜŘ 

under Directive 2014/91/EU  on the coordination of laws, regulations and administrative 

provisions relating to undertakings for collective investment in transferable securities 

(hereafter UCITS Directive, as amended from time to time), and  

c) other PRIIPs, acting in a similar capacity as AIFs or UCITs and investing into the same type 

of underlying assets, either directly, or indirectly by investing into AIFs or UCITS, such as, 

but not limited to, securities issued by Special Purpose Vehicles (hereafter SPVs) or units 

offered within unit-linked insurance products, where applicable, 

where these PRIIPs have, either directly or on a synthetic basis, a delta one or a leveraged 

exposure on underlying asset(s) that pays a constant multiple of a market price or index; and  

where at least 2 years of historical daily prices or 4 years of historical weekly prices are 

available, or, in the case where such minimum data are not available, where a natural 
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benchmark or proxy exists (e.g. recently created ETF on a liquid market index), such that the 

data of this benchmark or proxy shall be used, on a complementary basis, in the calculation of 

the market risk.  

11. For these PRIIPs the MRM class is determined in accordance with the methodology detailed in 

Paragraphs 20 to 29.  

12. Category V PRIIPs includes any PRIIPs that would otherwise have fallen under either Category 

II or Category III, but due to an insufficient amount of data or the illiquid nature of the 

underlying assets, do not meet Category II or III requirements.  

13. For these Category V PRIIPs the MRM class is determined as follows: 

(a) Insufficient Data 
i. When historical data is lacking but a natural benchmark or a proxy exists, such 

benchmark or proxy shall be used, subject to relevant documentation; 

ii. otherwise, the PRIIP shall be assigned to the following market risk class, based on 

the typology of PRIIP to which it belongs: 

Product/ PRIIP Type MRM class 

Money market funds 2 

Government bond funds 3 

Corporate bond funds 4 

Broad based equity funds  5 

All other funds, structured PRIIPs (which do not fall into 
category I)) 

6 

Table 1: Assignment of PRIIPs with insufficient historical performance data and where no adequate benchmark or proxy 
exists 

 
(b) Illiquid asset classes for the following: 

(i) closed-ended investment funds that invest at least 30% in illiquid assets, 

(ii) long-term investment funds that invest at least 30% in illiquid assets, providing 

liquidity on a monthly basis or on a less frequent basis, as applicable according to 

their respective articles of incorporation or similar legal documents, and whose 

investment policy or strategy is limited to specific illiquid asset classes (such as, 

but not limited to, real estate), 

(iii) PRIIPs acting in a similar capacity to investment funds under the first two indents, 

such as securities issued by SPVs or units offered within unit-Linked insurance 

products,  

14. For Category V PRIIPs under paragraph 18 (b), the MRM shall be as follows: 

i. where the PRIIP is a private equity fund, in accordance with the AIFM Directive, or is a 

PRIIP acting in a similar capacity to such a private equity fund, where relevant, such as 

securities issued by SPVs or unit-linked insurance products, the MRM shall be class 6; 

ii. where such PRIIPs invest at least 30% and up to 50% of their assets in illiquid asset 

classes, the market risk shall be assessed on the remaining portion of the assets of such 

PRIIPs using the relevant methodology and the classification obtained shall be increased 

ōȅ м awa ŎƭŀǎǎΣ ǎƻ ŀǎ ǘƻ ǘŀƪŜ ƛƴǘƻ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ǘƘŜ ƛƭƭƛǉǳƛŘ ŀǎǎŜǘǎΩ ǇƻǊǘƛƻƴΤ 

iii. where such PRIIPs invest at least 50% of their assets in illiquid asset classes, such PRIIPs 

shall be assigned to MRM class 4 e if they hold a sufficiently liquid portion of assets in 

their portfolio allowing them to offer a [monthly] liquidity, provided further that their 

loan to total net value (either on-balance sheet or on a synthetic basis) is less than 30%; 
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iv. PRIIPs shall be assigned to MRM class 5 if they do not meet the requirements of 

paragraphs (i) (ii) or (iii).  

15. Category III PRIIPs include:  

a) Any AIFs and UCITS not falling under Category II, 

b) any guaranteed PRIIP not falling into Category I or Category IV. 

16. These include structured products and/or structured funds, and/or insurance-based 

ƛƴǾŜǎǘƳŜƴǘ ǇǊƻŘǳŎǘǎΦ ¢ƘŜǎŜ ŀǊŜ ǊŜŦŜǊǊŜŘ ǘƻ ƛƴ ǘƘƛǎ ŎƻƴǘŜȄǘ ŀǎ ά{ǘǊǳŎǘǳǊŜŘ twLLtǎέΦ 

17. The MRM of Structured PRIIPs shall be assessed based on the methodology detailed in 

Paragraphs 30 to 48, provided that at least 500 historical daily prices of such Structured 

twLLtǎΩ ǳƴŘŜǊƭȅƛƴƎǎ ŀǊŜ ŀǾŀƛƭŀōƭŜ ƛƴ ǊŜƭŀǘƛƻƴ ǘƻ ǘƘŜ ƭŀǎǘ р ȅŜŀǊǎΦ ²ƘŜǊŜ ǎǳŎƘ Řŀǘŀ ƛǎ ƴƻǘ 

available, the Structured PRIIP shall be assigned to Category V. 

18. Category IV PRIIPs includes products whose value depends in part on factors not observed in 

the market.  This class includes products such as with-profit insurance products which may 

Ǉŀȅ ŀ ǇƻǊǘƛƻƴ ƻŦ ǘƘŜ ƳŀƴǳŦŀŎǘǳǊŜǊΩǎ ǇǊƻŦƛǘǎ ƻǾŜǊ ŀƴŘ ŀōƻǾŜ ǘƘŜ ǊŜǘǳǊƴ ƻŦ ŀƴ Ŝǉǳƛǘȅ ƛƴŘŜȄΦ  

19. The MRM risk class is determined following Paragraphs 49 to 52. 

Details on MRM for category II PRIIPs 
 
20. The VaR shall be calculated based on the moments of the return distribution measured from 

the past 5 years of observed daily equidistant prices of the PRIIP where available, or such 

minimum period of time as further detailed under Category II PRIIPs otherwise.  

21. The daily return is defined as the natural logarithm of the ratio of the price at the market 

close on one day to the preceding market close price.  

22. Where: 

The zeroth moment, M0, is the count of the number of days. 

The first moment, M1, is the sum of all the returns in the sample.   
 
The mean is M1/ M0. 
 
23. The second (M2), third (M3) and fourth (M4) moments are defined in the standard manner:  

Mn = ңi(ri ς mean)n /M 0, 

 
where ri is the return measured on the ith day in the history of returns. 
 

24. The volatility, s, is given by Ҟa2. 

25. The skew, µ1, is equal to M3 / s
3. 

26. The excess kurtosis, µ2, is equal to M4 / s
4 ς 3. 

27. The VaR is given by the equation: 

VaRReturn Space =  sҞa0 * (-1.96 + 0.474 * µ1 κ Ҟa0 ς 0.0687 * µ2 / M0 + 0.146 * µ1
2 / M0

2) 
 

VaRPrice Space = Exp(VaRReturn Space 
 - 0.5 * M0 * s

2). 
 
28. The VaR-equivalent volatility (VEV) is given by: 

±9± Ґ ϑҞόоΦупн ς 2* VaRPrice Space) -мΦфсϒ κ Ҟ¢Σ 
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where T is the length of the recommended holding period in years. 
 
29. The PRIIP will be assigned a market risk class according to the following table:  

MRM class Annualised volatility 

1 < 0.5% 

2 0,5% - 2.0% 

3 2.0%-5% 

4 5%-10% 

5 10%-15% 

6 15%-25% 

7 >25% 

 
 

Details on MRM for Category III PRIIPs 
 
30. The VaR shall be calculated from a simulation of the evolution of the PRIIPs value up to the 

end of the recommended holding period.  The simulation is to be based on a bootstrap 

methodology. 

31. The minimum number of simulations is 10000. The number of simulations should be chosen 

such that the resulting VaR is stable.  

32. For each simulation, randomly select one log return or set of log returns for each day in the 

recommended holding period from the five year history.  Calculate the exponential of the 

sum of the returns, remove the impact of the mean and variance of the observed returns on 

the expected mean of the simulation and multiply by the expected return over the 

recommended holding period.  The price of each asset is its current price multiplied by its 

simulated return.  The price of the PRIIP on the relevant payment date is calculated using the 

formula that describes the payoff in terms of the prices of the contributing asset or assets.  

This price should then be discounted back to the present day using the risk-free rate. 

33. Select the simulated value at the 2,5% quantile. The resultant value is the VaR in the price 

space.  

34. The expected return of all assets that contribute to the PRIIPs value is their current risk-free 

expected value as observed in the market, with possible adjustments as described in 

paragraph 8. 

35. For equities and equity indexes, the expected forward value, at the end of the recommended 

holding period, is calculated by growing the price at the expected risk-free rate over the 

recommended holding period and adjusting the price on each observation date by the 

expected dividends and borrow cost paid between that date and the previous observation 

date. 

36. The expected value of an interest rate between two dates is the current expected forward 
rate between these two dates. 

37. The expected value of a commodity price is set by the current expectations observed in the 
market using the risk free growth rate and the other factors which impact the price (storage 
costs and other factors dependent on the commodity). 

38. For the purposes of the simulation, there are two types of market observables that may 
ŎƻƴǘǊƛōǳǘŜ ǘƻ ŀ twLLtΩǎ ǾŀƭǳŜΥ ǎǇƻǘ ǇǊƛŎŜǎ ŀƴŘ ŎǳǊǾŜǎΦ  .ƻǘƘ ǘȅǇŜǎ ƻŦ ƻōǎŜǊǾŀōƭŜǎ ŀǊŜ ǎƛƳǳƭŀǘŜŘ 
using a bootstrap methodology, but curves require additional steps. 
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39. For curves, it is necessary to perform a principal component analysis (PCA) to ensure that the 
simulation of the movements of each point on the curve over a long period results in a 
consistent curve. 

40. The PCA is performed by: 
(a) Collecting the historical record of tenor points that define the curve on each trading day 

over the past 5 years.  M denotes the number of tenor points, NH defines the number of 
days in the historical period 

(b) Calculating the series of returns for each tenor point.  This defines a matrix rH which is an 
NxM matrix. 

(c) Calculate the covariance matrix over rH.  This is an MxM matrix. 
(d) Execute a singular valuation decomposition of the covariance matrix of the returns at 

each tenor point on the curve over the entire history of returns. The singular value 
decomposition results in an MxM matrix V where each column represents an eigenvector 
of the covariance matrix.  The leftmost column is the eigenvector corresponding to the 
largest eigenvalue, the rightmost column is the eigenvector corresponding to the smallest 
ŜƛƎŜƴǾŀƭǳŜΦ  /ǊŜŀǘŜ ŀ ǎŜŎƻƴŘ ƳŀǘǊƛȄΣ ±ΩΣ ǿƘŜǊŜ ƻƴƭȅ ǘƘŜ ŦƛǊǎǘ о ŎƻƭǳƳƴǎ ƻŦ ± ŀǊŜ ƪŜǇǘ ŀƴŘ 
the remaining columns are 0. 

41. The curve simulation is performed as follows. 
(a) The time step in the simulation is one day.  For each time step, a random row is selected 

from the matrix rH.. Create a matrix of returns, rS, by assembling an NTSxM matrix where 
NTS is the number of time steps in the recommended holding period. 

(b) Project the sampled returns onto the first 3 eigenvectors by calculating the matrix 
ǇǊƻŘǳŎǘ Ȅ Ґ Ǌ{ ±Ω 

(c) Project back into return space by calculating the product y = [V xT]T. The element yij of this 
NxM matrix is the ith return of the jth Tenor point.  We write xT to denote the transpose of 
the matrix x. 

(d) The simulated rate for each tenor point, T, is the current rate at tenor point, T, multiplied 
by the exponential of the sum of the column in y corresponding to tenor point T, adjusted 
so that the expected mean matches current expectations for the rate at tenor point, T, at 
the end of the recommended holding period. 

42. [deleted]. 
43. [deleted]. 
44. [deleted].  
45. ¢ƘŜ twLLtΩǎ ǾŀƭǳŜ ƛǎ ŎŀƭŎǳƭŀǘŜŘ ōȅ ŀǇǇƭȅƛƴƎ ǘƘŜ ǇŀȅƻŦŦ ŦƻǊƳǳƭŀ ŦƻǊ ǘƘŜ twLLt ǘƻ ǘƘŜ ǎƛƳǳƭŀǘŜŘ 

prices and curves and discounted to the present using the risk free rate. 
46. The VaR is calculated as the observed value at the 2,5% quantile less the expected value of 

the PRIIP.  
47. The VaR is converted into a VaR-equivalent volatility using the formula: 
±9± Ґ ϑҞόоΣупн ς 2*VaR) - мΣфсϒ κ Ҟ¢, 

where T is the length of the recommended holding period in years. 

48. The PRIIP will be assigned a MRM class according to the table in paragraphs 20 to 29. 
 

Adjustments for factors not observed in the market 
 

 
49. Certain PRIIPs, such as with-profit insurance contracts, include legally or contractually defined 

future profit participation. Where the PRIIP performance depends on a factor unobserved in 
the market or to some extent under the control of the manufacturer, the manufacturer will 
include a contribution in the model to account for this factor.  
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50. Where the factor depends, in part, on market factors, this part of the contribution shall use a 
bootstrap methodology to account for the market factors. 

51. The methodology describing the contribution of non-market factors shall follow industry 
standards and shall be available for inspection to all supervisory authorities. 

52. Where applicable, other product components shall be calculated in line with Paragraphs 20 to 
29 or H, as appropriate depending on the product. The VaR-equivalent volatility of both 
components shall be weighted proportionally in order to arrive at an overall VaR-equivalent 
volatility of the PRIIP. 

 
PART 2 

 
Methodology underpinning the credit risk assessment 

 
I. Credit risk ς scope 
 
53. Credit risk shall be assessed when the return of the investment depends on the 

creditworthiness of the manufacturer or such party bound to make, directly or indirectly, the 
ǊŜƭŜǾŀƴǘ ǇŀȅƳŜƴǘ ǘƻ ǘƘŜ ƛƴǾŜǎǘƻǊ όǘƘŜ ά/ǊŜŘƛǘ wƛǎƪέύΦ 

54. For the avoidance of doubt credit risk shall not be assessed on AIFs or UCITS except as 
specifically otherwise. 

55. The Credit Risk shall be assessed for the following types of PRIIPs:  
(a) a PRIIP whereby an entity directly engages to make a payment to the investor. In such 

case, the creditworthiness of the entity that is the direct obligor shall be assessed. If this 
PRIIP or a financial product, with a similar payment obligation, is packaged into another 
PRIIP, the credit risk attached to the underlying PRIIP or the underlying investment 
product shall be assessed on a look-through basis, in addition to the assessment of the 
credit risk that may be attached to the latter PRIIP. 
 

(b) A PRIIP entering into a financial derivative instrument (other than a listed derivative or a 

ŎƭŜŀǊŜŘ h¢/ύΣ ƻǊ ŀƴ ŜŦŦƛŎƛŜƴǘ ǇƻǊǘŦƻƭƛƻ ƳŀƴŀƎŜƳŜƴǘ ǘŜŎƘƴƛǉǳŜ όά9ta¢έύΣ ǘƘŜǊŜōȅ 

materially exposing the retail investor to the credit risk of such counterparty.   

άaŀǘŜǊƛŀƭƭȅέ ǎƘŀƭƭ ǊŜŦŜǊ ǘƻ a non-collateralised exposure on a counterparty, which shall 
account for 10% or more of the total assets/value of the PRIIP, for the purpose of Part 2. 
 
In such case, the creditworthiness of the counterparty of the financial derivative or of the 
EPMT shall be assessed on a look-ǘƘǊƻǳƎƘ ōŀǎƛǎΣ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǘƘŜ ǎŜŎǘƛƻƴ άŎǊŜŘƛǘ 
risk  - ŀǎǎŜǎǎƳŜƴǘέ.  
 

(c) A PRIIP which provides investors, at predetermined dates, with algorithm based payoffs 
that are linked to the performance, or to the realisation of price changes or other 
conditions of financial assets, indices or reference portfolios or has similar features 
όάǎǘǊǳŎǘǳǊŜŘ twLLtέύΦ 
 
In such case, the creditworthiness of each issuer or counterparty of the underlying assets 
or transaction(s) of the PRIIP, when material, shall be assessed on a look-through basis in 
ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǘƘŜ ǎŜŎǘƛƻƴ ǘƛǘƭŜŘ άŎǊŜŘƛǘ Ǌƛǎƪ - ŀǎǎŜǎǎƳŜƴǘέΦ LŦ ƘƻǿŜǾŜǊ όƻƴŜ ƻŦύ ǘƘŜ 
underlying asset(s) or transaction(s) is a derivative or an EPMT, the credit risk attached to 
such instrument shall be assessed in accordance with paragraph (b). 
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(d)   A PRIIP investing in underlying PRIIP(s) or other underlying instrument(s) with a similar 

ǇŀȅƳŜƴǘ ƻōƭƛƎŀǘƛƻƴ ƻǊ ƳŜŎƘŀƴƛǎƳ όǘƘŜ ά¦ƴŘŜǊƭȅƛƴƎ LƴǾŜǎǘƳŜƴǘόǎύέύΣ ǿƘŜǊŜ ŀ ŎǊŜŘƛǘ Ǌƛǎƪ 

shall be assessed: 

 
(i) In relation to both the PRIIP itself and the Underlying Investment (s) on a look-

through basis. In such case, the creditworthiness of the PRIIPs and the Underlying 

LƴǾŜǎǘƳŜƴǘόǎύ ǎƘŀƭƭ ōŜ ŀǎǎŜǎǎŜŘ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǘƘŜ ǎŜŎǘƛƻƴ ά/ǊŜŘƛǘ Ǌisk 

assessmentέ 

 
(ii) In relation to the Underling Investment(s) only on a look-through basis, the credit 

risk assessment shall be performed in accordance with paragraph (a) and/or (b) 

above or on the basis of the credit risk assessment of the underlying 

instrument(s) with a similar payment obligation or mechanisms. 

 
(e) If all payment obligations of an obligor are unconditionally and irrevocably guaranteed by 

another entity (the guarantor), the credit risk assessment of such guarantor can be taken 
into account if it is more favourable than the credit assessment of the first obligor.  
 
 

II. Credit risk assessment  

 

Selection of external credit rating agencies 

56. The PRIIP manufacturer shall define ex-ante one or more external credit rating agencies 
certified or registered with ESMA whose credit assessments will consistently be referred to 
ŦƻǊ ǘƘŜ ǇǳǊǇƻǎŜ ƻŦ ǘƘŜ ŎǊŜŘƛǘ Ǌƛǎƪ ŀǎǎŜǎǎƳŜƴǘ όάǘƘŜ wŀǘƛƴƎ !ƎŜƴŎƛŜǎέύΦ  ²ƘŜǊŜ ƳǳƭǘƛǇƭŜ ŎǊŜŘƛǘ 
assessments are available according to that policy, the median rating shall be used, defaulting 
to the lower of the two middle values for an even number of assessments. 

57. The level of credit risk of each relevant obligor shall be assessed on the basis of:  
i. The credit assessment assigned to the PRIIP by the relevant Rating Agencies, or in the 

absence of such assessment, 

ii. The credit assessment assigned to the relevant obligor by the relevant Rating Agencies, 

whereby the long term assessment shall be used unless justified otherwise on the basis of 

the term of the PRIIP, or in the absence of such assessment, 

iii. ¢ƘŜ ŘŜŦŀǳƭǘ ŎǊŜŘƛǘ ŀǎǎŜǎǎƳŜƴǘ ŀǎ ŘŜŦƛƴŜŘ ƛƴ ǘƘŜ ǎŜŎǘƛƻƴ ǘƛǘƭŜ άŎǊŜŘƛǘ ǉǳŀƭƛǘȅ ǎǘŜǇέ 

58. Any assessment assigned to a PRIIP or its obligor(s) as per the above, shall be referred to as 
ǘƘŜ ά/ǊŜŘƛǘ !ǎǎŜǎǎƳŜƴǘέΦ 

 
 
Multiple obligors 

 
59. In the case of credit risks assessed on a look-through basis in accordance with paragraph 55 of 
ǘƘŜ ǎŜŎǘƛƻƴ ά/ǊŜŘƛǘ Ǌƛǎƪ ς ǎŎƻǇŜέΣ ǘƘŜ /ǊŜŘƛǘ !ǎǎŜǎǎƳŜƴǘ ŀǎǎƛƎƴŜŘ ǘƻ ǘƘŜ twLLt ǎƘŀƭƭ ŎƻǊǊŜǎǇƻƴŘ 
to a notation equal to the weighted average ratings of each relevant party on which a credit 
risk applies, in proportion of the total assets of the PRIIP they respectively represent.  
 

60. In the case of credit risks assessed at different layers, as per section 55, all credit risk 
exposures shall be separately assessed, per layer , and the credit risk assessment assigned to 
the PRIIP shall be the highest credit risk assessment, being understood that between a credit 
risk assessment set at 1 and a credit risk assessment set at 3, the highest of the two is 3. 
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Credit quality steps 
 
61. The credit assessment as determined following paragraphs 56 to 58 and paragraphs 59 to 60 

shall be allocated to a credit quality step according to the Commission implementing 
wŜƎǳƭŀǘƛƻƴ ό9¦ύ ƴȏΧ ƻŦ Χ ƭŀȅƛƴƎ Řƻǿƴ ƛƳǇƭŜƳŜƴǘƛƴƎ ǘŜŎƘƴƛŎŀƭ ǎǘŀƴŘŀǊŘǎ with  regard to the 
allocation of credit assessments of external credit assessment institutions in accordance  with 
Directive 2009/138/EC of the European Parliament and of the Council [see Paragraphs 67 to 
68] 

 
62. The default credit assessment referred to in paragraph 57(c) shall  
 

a) correspond to credit quality step 3 if the PRIIP obligor is regulated as a credit institution 
or an insurance undertaking under the applicable European regulation or equivalent 
international regulation and if the State where the PRIIP obligor is domiciled would be 
allocated according to these articles to credit quality step 3 or a more favourable credit 
quality step; 

 
b) correspond to credit quality step 5 for any other obligor. 

 
 

III. Credit risk classes 

63. A PRIIP shall be allocated to a credit risk class on a scale ranging from 1 to 6 according to its 
increasing credit risk, assessed on the basis of the table included paragraph 64, the credit risk 
mitigating factors referred to in paragraph 65 and the credit risk escalating factors referred to 
in paragraph 66. 
 

64. Table of correspondence between credit quality steps and credit risk classes 
 
 
 

 
 
 
 
 
 

65. Credit risk mitigating factors shall apply to the following credit risk exposures or assessments: 
 

 
(a) a credit risk exposure that is appropriately collateralized shall be deemed immaterial, 

where appropriate collateralization is being understood as an arrangement where 
assets deemed to be collateral, are held with a third party on a segregated account in 
compliance with equivalent terms and conditions as those applicable under the AIFM 
Directive or UCITS Directive and where, as per the waterfall arrangement applicable 
to all creditors of the PRIIP and/or the relevant obligor(s), there are no preferred 
ŎǊŜŘƛǘƻǊǎ ƻǾŜǊ ǘƘŜ twLLtΩǎ ƛƴǾŜǎǘƻǊǎ ƛƴ ǊŜƭŀǘƛƻƴ ǘƻ ǎǳŎƘ ŀǎǎŜǘǎ ƘŜƭŘ ƛƴ ǎǳŎƘ ǎŜƎǊŜƎŀǘŜŘ 
accounts(s), and where a value equivalent to the payment obligation of the relevant 
counterparty(ies) to the PRIIP, or when applicable, the relevant issuer(s) of bond(s) 
invested into by the PRIIP, shall be maintained under such segregated account until 
maturity.  

credit quality steps credit risk class 

0 1 

1 1 

2 2 

3 3 

4 4 

5 5 

6 6 
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66. Credit risk escalating factors shall apply to the following credit risk exposures: 

(a) In case of a credit risk exposure where the claim of a retail investor is subordinated to 
the claims of senior creditors, the credit assessment shall be increased by 2 credit risk 
classes 

(b) If the PRIIP is part of the own funds of the PRIIP obligor, in which case the credit risk 
assessment shall be increased by 3 credit risk classes. 

 
 

Allocation of credit assessments to credit quality steps 
 
67. For the purposes of the Credit Risk assessment methodology set out in Section II of  Part 2, 

Credit Rating shall be converted in the credit quality steps according to this table.  
 

Default probability Matrix 
(Fitch) 

Agency 
ratings 

Credit Assessment 
ranges reflecting credit 
quality steps  1 year 5 years 

0,04% 0.28% AAA Y AA 0 or 1 

0.08% 0.69% A 2 

0.22% 1.96% BBB 3 

1.15% 8.10% BB 4 

2.22% 15.37% B 5 

28.07% 58.70% CCC or less 6 

 
68. The following table shows the various credit rating scales used by a number of Credit Rating 

Agencies. 
# ECAI 0 1 2 3 4 5 6 

1 AMBEST aaa aa a bbb bb b < b 

2 ARC - - AAA, AA, A - BBB BB B, < B 

3 Assekurata - - AAA, AA A BBB BB B, < B 

4 Axesor - - AAA, AA, A BBB BB B B, < B 

5 BCRA - - AAA, AA, A BBB BB - < B 

6 BdF - 3++ 3+ 3, 4+ 4,5+ 5,6 B, < B 

7 CapInt - - AAA, AA, A BBB  B < 7 

8 CERVED - - A1, A2 A3, B1 B2 C1.1 C1.2, C2.1 

9 Creditreform - - AAA, AA, A BBB BB B < B 

10 Crif - - AAA, AA, A BBB BB B < B 

11 Dagong - - AAA, AA, A BBB BB B < B 

12 DBRS AAA AA A BBB BB B < B 

13 EIU AAA AA A BBB BB B < B 

14 ERA - - AAA, AA A BBB BB B, < B 

15 Euler Hermes - - AAA, AA, A - 
BBB, 
BB 

B < B 

16 EuroRating - - AAA, AA, A BBB - BB B, < B 

17 Feri AAA AA A - 
BBB, 
BB 

B < B 

18 Fitch AAA AA A BBB BB B < B 

19 GBB - - AAA, AA A, BBB BB B < B 

20 ICAP - - AA, A BB, B C, D E, F < F 

21 JCRA AAA AA A BBB BB B < B 

22 Kroll - - AAA, AA, A Baa - BB B, < B 

23 aƻƻŘȅΩǎ Aaa Aa A BBB Ba B < B 

24 {ϧtΩǎ AAA AA A BBB BB B < B 

25 Scope - - AAA, AA, A BBB BB B < B 
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26 Spread Research - - AAA, AA A BBB BB B, < B 

 
 

 
 

PART 3 

Aggregation of market and credit risk into the summary risk indicator 

 
69. Under Part 1, the MRM class is established for each PRIIP. Similarly, the CRM class is 

established pursuant to Part 2. The overall summary risk indicator is assigned according to the 
combination of the CRM and the MRM classes, in accordance with this table. 

  
 
 
 
 
 
 
 
 
 
 
 
 
 

 
PART 4 

Review of the summary risk indicator 

 

70. For those PRIIPs that are offered in a continuous manner, PRIIPs manufacturers shall without 
undue delay revise the key information document if the combined effect of a change in the 
PRIIP´s market risk and/or credit risk measures, following a review of the key information 
document, entails the PRIIP´s move to a summary risk indicator (SRI) class different from the 
one attributed as of the most recent version of the key information document, the key 
information document´s lastly revised version or the initially published one.  

 
71. The PRIIP manufacturer shall monitor market data relevant to the calculation of the MRM 

and, should that measure have moved so as to correspond to a different MRM class, the PRIIP 
shall be attributed the new MRM class corresponding to the MRM class which the PRIIP has 
matched for the majority of the reference points over the preceding four months. 

 
72. A review of the MRM shall always be carried out following a decision by the PRIIP 

manufacturer in respect of the PRIIP´s investment policy and/or strategy. In those 
circumstances, any changes to the MRM shall be intended as new classifications of the PRIIP´s 
MRM category, and consequently, be carried out according to the general rules concerning 
the classification of the PRIIP by MRM category. 

 
73. The PRIIP manufacturer shall also monitor credit risk criteria relevant to the calculation of the 

CRM and, should that measure have moved so as to correspond to a different CRM class, the 
PRIIP shall be attributed to the new CRM class. 

 

 MRM class 

CRM class MR1 MR2 MR3 MR4 MR5 MR6 MR7 

CR1 1 2 3 4 5 6 7 

CR2 1 2 3 4 5 6 7 

CR3 3 3 3 4 5 6 7 

CR4 5 5 5 5 5 6 7 

CR5 5 5 5 5 5 6 7 

CR6 6 6 6 6 6 6 7 
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PART 5 

Liquidity risk 

 
74. For products that can be traded over the life of the product but for which no regulated liquid 

market exists, a warning shall be included within the SRI, indicating that selling the PRIIP 
before the recommended holding period may not be possible and may imply significant costs 
or losses. The presentation of this warning shall comply with the requirements laid down in 
Appendix 1. 
 
 

75. PRIIP manufacturers shall warn investors about the risks linked to the need of early 
disinvestment, when relevant. For this purpose, a narrative shall be included to explain this 
risk as set out in paragraph 8(a) of Annex III when the PRIIP is illiquid or liquidity risk is 
materially relevant.  
 

76. A product shall be considered illiquid or having a materially relevant liquidity risk for the 
purposes of paragraph 74 according to the following criteria: 

a) The product is referenced on a secondary market or alternative liquidity facility that 
cannot be considered liquid and there is no committed liquidity offered by market 
makers and/or the PRIIP manufacturer, and the liquidity depends on the availability 
of buyers and sellers on the secondary market, taking into account that regular 
trading of a product at one point in time does not guarantee the regular trading of 
the same product at any other point in time; 

b) The product is referenced on a secondary market or alternative liquidity facility with 
committed liquidity offered by the manufacturerat a price which significantly impacts 
the market value of the disinvested amount; 

c) There is no alternative liquidity facility promoted by the manufacturer or a third 
party, or the alternative liquidity facility is subject to significant limiting conditions, as 
where there is an asbence of liquidity arrangements;  

d) There are significant early exit penalties or long disinvestment notice periods or 
discretionary redemption prices;     

e) The average liquidity profile of the underlying investments is significantly lower than 
the regular reimbursement frequency for the PRIIP, when and to the extent liquidity 
offered by the PRIIP is conditional to the liquidation of its underlying assets; 

f) The manufacturer estimates that the investor may face significant difficulties in 
terms of time and/or costs for disinvesting during the life of the product, subject to 
specific market conditions. 

 

 

PART 6 

Currency Risk Assessment 
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77. Where a product is denominated in a currency other than the legal tender in the Member 
State where the product is being marketed, the manufacturer shall ensure that a narrative 
below the summary risk indicator is included, pointing out to the retail investor the fact that 
the return the retail investor gets, may be higher or lower as a result of currency fluctuations 
Appendix 1 [c] of Annex III. 

 
  



 

 47 

ANNEX III 
 

METHODOLOGY FOR THE PRESENTATION OF SUMMARY RISK INDICATOR 
 

1. Based upon the assessment of the product under Annex II, the summary risk indicator (SRI) 

shall be presented in a numerical scale ranging from 1 to 7, where 1 indicates the lowest risk 

class and 7 indicates the highest risk class. 

 

2. The SRI shall be presented in the format as set out in the template in Appendix 1 

 

3. Based upon the assessment of liquidity risk under paragraphs 74 and 75 set out in Annex II, a 

liquidity warning will be added to the SRI. The liquidity risk warning shall be presented in the 

format as set out in the template in Appendix 1.  

 

4. The SRI shall be accompanied by a narrative explanation immediately after the risk indicator, 

briefly explaining the purpose of the indicator and the underlying risks following Appendix 1 

[element a + b].  

 

5. The narrative explanation accompanying the SRI will also state its time frame following 

Appendix 1  [element d]. 

 
6. Where the risk of the product if not held to maturity or the recommended holding period is 

significantly higher, meaning the SRI deviates with at least one risk class from the class 

represented in the SRI, a warning shall be added, as set out in Appendix 1 [element 

A]containing a  warning within the SRI presentation format]. 

 

7. The narrative explanation accompanying the SRI will also state its main limitations following 

Appendix 1 [element e]. 

8. The narrative explanation accompanying the SRI will also give an explanation of risks 

materially relevant to the PRIIP but not adequately captured by the SRI where applicable.  

 
a. For liquidity risk a narrative explanation/ an element will be included, following 

Appendix 1 [element e].  

i. where a product is considered illiquid or to have a materially relevant liquidity 

risk, as set out under paragraph 77 of Annex II, this should be clearly explained in 

the, as set out in Appendix 1 [element g], directly after Appendix 1[element e] 

ii. Where a product is considered liquid, as set out in Part 5 of Annex II, this should 

be clearly explained, as set out in Appendix 1 [element f], directly after 

Appendix 1[element e]. 

b. Where a product is considered to have currency risk as set out in Part 6 of Annex II, there 

should be a clear warning in the narrative explanation, as set out in Appendix 1 [element 

c] in bold. 

c. Where the risk of the product is considered to be significantly higher, meaning the integer 

deviates with at least one from the one represented in the SRI, due not only to higher 

market risk assessment, but also to other risks not included in the SRI, such as risks under 

a and b, these other risks ought to be further explained in the narrative explanation, 

following Appendix 1[element h] with a maximum of 200 characters.  
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9. If the product holds a (partial) capital protection against market risk, this should be explained 

within the narrative explanation, following Appendix 1[element i] including a specification of 

the percentage of the invested capital that is protected.  

 
a. Where the (partial) capital protection against market risk is limited, this should be 

explained within the narrative explanation stating the specific conditions of the 

limitations, following Appendix 1[element k] 

 
10. If the product holds no capital protection against market risk, this should be explained within 

the  narrative explanation, following Appendix 1[element j]. 

 
11. If the capital protection against credit risk is limited, this should be explained within the 

narrative explanation stating the specific conditions of the limitations, following 

Appendix 1[element k] 

 
12. If the product holds no capital protection against credit risk, this should be explained within 

the  narrative explanation, following Appendix 1[element m] 

 
13. If the product holds a possible obligation to add to the initial investment, this should be 

explained within the narrative explanation, following Appendix 1 [ element o] 

  



 

 49 

Appendix 1 

Format of Presentation of the Summary Risk Indicator 

 

The format for the presentation of the SRI is presented below. Dependent on the corresponding 

integer as a result from the risk assessment a different integer should be highlighted.  

  
 
Summary Risk indicator.  
[element a ]The summary risk indicator is a guide to the level of risk of this product. It helps you 
to assess it and compare it with other products. It takes into account how likely it is that you 
might lose money and whether the money you have invested has some form of protection.  
 
 

[element b] [insert a brief explanation of the classification of the product with a maximum of 300 
characters in plain language]  
For example a product with 100% protection against market risk but high credit risk, overall score 
пΤ Ψ¢ƘŜ product has been classified as class 5 out of 7 considering that although the product has 
low risk of losses linked to the evolution of the underlying value, the issuer has high credit risk, as 
ŀŘǾŜǊǎŜ ŎƻƴŘƛǘƛƻƴǎ ǿƛƭƭ ƭƛƪŜƭȅ ƛƳǇŀŎǘ ǘƘŜ ŦƛǊƳǎΩ ŎŀǇŀŎƛǘȅ ǘƻ meet its financial commitments. Or for 
ŜȄŀƳǇƭŜ ŀ ǇǊƻŘǳŎǘ ǿƛǘƘ ƴƻ ŎŀǇƛǘŀƭ ǇǊƻǘŜŎǘƛƻƴ ŀƴŘ ƳŜŘƛǳƳ ǎǳƳƳŀǊȅ Ǌƛǎƪ ƛƴŘƛŎŀǘƻǊΤ Ψ¢Ƙƛǎ ǇǊƻŘǳŎǘ 
has been classified 3 out of 7, considering that potential losses linked to the evolution of the 
underlying value  are of a medium level and the issuer has adequate capacity to meet its financial 
commitments.  
 
[Where applicable: c] The money you get back is in [insert currency], which means that the 
value of this product to you also depends on the exchange rate between [currency of product] 
and [currency of the country in which the product is offered]. 

 

[element d]The summary risk indicator shown assumes that you keep the product for the 
recommended holding period.  
 
[element e]The risk score does NOT take into account whether you can take your money out early 
or the costs you might incur for doing so. [where applicable: element f]Be aware that, if you cash 
in early, you may incur additional costs or losses.  [where applicable: element g]Additionally, be 
aware that it may not be possible for you to cash in early, or, if you do so, you may incur 
additional costs and losses.  
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[Where applicable: element h] [Other risks materially relevant to the PRIIP not included in the 
summary risk indicator to be explained with a maximum of 200 characters]  
 
[Where applicable: element i] The value of your original investment is [insert%] protected against 
losses due to market events at maturity, though the returns are not guaranteed. [Where 
applicable: element k] However, this protection does not apply [..] 

¶ Where applicable early exit; [should you cash-ƛƴ ōŜŦƻǊŜ ώΧ ȅŜŀǊǎκƳƻƴǘƘǎκŘŀȅǎϐϐ 

¶ Where applicable default payments; should you fail to make your payments in time.   

¶ Where applicable other limitations as mentioned above: explain with a maximum of 
ώΧϐ ŎƘŀǊŀŎǘŜǊǎ ƛƴ Ǉƭŀƛƴ ƭŀƴƎǳŀƎŜΦ 

 [Where applicable: element j] The amount that you have invested is not protected so in some 
unfavourable circumstances you could lose all of your investment. 
  
 [Where applicable: element m] In the event the manufacturer (we) is (are) not able to pay you 
what is owed, you could lose your entire investment.  
 
[Where applicable; element o]You may be obliged to add to your initial investment and the total 
loss you incur may significantly exceed your total investment.  
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ANNEX IV 
 

PERFORMANCE SCENARIOS 
 

 

Number of scenarios 

 
1. Three scenarios shall be included in the key information document, portraying the varying 

circumstances of return, including where applicable, a negative return for the retail 
investor. The scenarios shall be defined as follows:  

 
a) An unfavourable scenario: highlights the features of the product and the economic 

conditions which could give rise to an unfavourable outcome for the retail investor. 

b) A moderate scenario: highlights the features of the product and the economic 
conditions which could give rise to a moderate outcome for the retail investor. 

c) A favourable scenario: highlights the features of the product and the economic 
conditions which could give rise to a favourable outcome for the retail investor. 

2. An additional scenario shall be added to illustrate significant downward impact features 
of the product if these features are not adequately covered in the three scenarios under 
paragraph 1 above.  

3. For insurance-based investment products an additional scenario shall be included, 
presenting the return in case an insured event occurs. This insurance-based additional 
scenario shall be based on the moderate scenario under paragraph (1)(b) above, where 
the performance would be relevant in respect of the return.  

 
 

Selection of performance scenarios 

 
4. The scenarios shall illustrate the functioning of the product under different market 

conditions (unfavourable, moderate and favourable) and shall enable the retail investor to 
understand possible outcomes of the product based on reasonable and conservative 
assumptions about future market conditions and price movements. 

5. The reasonableness of each scenario shall be based on the analysis of the available 
market data of the financial variables which can influence the payoff of the product (i.e. 
underlying assets, or historical product performance where applicable, and forward 
looking inputs). 
When market data for the product or the financial variables which can influence the 
payoff is not available, it may be possible to refer to benchmarks or to peer groups, if 
available and reasonable. Hypotheses and market data used to generate scenarios shall 
depend on the recommended holding period.  

6. The manufacturer shall consider for his analysis the information used in the internal 
product governance procedures and the information used to produce other items of the 
key information document as the scenarios shall represent information which is 
complementary to and consistent with the information in other sections of the key 
information document. 

7. The scenarios to be shown shall be selected to give a balanced presentation of the 
favourable and unfavourable aspects of the functioning of the product, but only scenarios 
that can be reasonably expected shall be shown.  
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8. In particular, the favourable scenario shall illustrate the outcome of the product in 
positive market conditions, but it shall not be based on unreasonably optimistic 
assumptions that will overstate the likely potential of the PRIIP and shall not reflect 
market conditions that will only occur in extreme cases.   

9. The moderate scenario shall be chosen such as to reflect the expected outcome of the 
PRIIP under normal market circumstances that can reasonably be expected for the term 
of the PRIIP, lying in between the ones that would lead to both a favourable and an 
unfavourable product outcome and shall not represent positive or negative market 
circumstances. 

10. The unfavourable scenario shall illustrate performance under negative market conditions 
that can reasonably be expected for the term of the PRIIP and it shall be sufficiently 
pessimistic. For a product granting a full and unconditional capital protection at maturity, 
this scenario shall normally reflect the value of the guaranteed capital (net of all costs).  

11. For an insurance based investment product the following shall apply when calculating the 
performance scenario in accordance with Article 6(4) of this Regulation:  
 

a. Future profit participation shall be taken into account. 
 

b. Assumptions on future profit participation shall be consistent with the assumption on 
the annual rates of return of the underlying assets. 

 
c. Assumptions on how future profits are shared between the manufacturer and the 

retail investor and other assumptions on future profit sharing shall be realistic and in 
line with the current business practice and business strategy of the manufacturer. 
Where there is sufficient evidence that the undertaking will change its practices or 
strategy, the assumptions on future profit sharing are consistent with the changed 
practices or strategy. For life insurers under the scope of Solvency II these assumptions 
shall be consistent with the assumptions on future management actions used for the 
valuation of technical provisions in the Solvency II-balance-sheet. 

 
d. The scenarios for an insurance based PRIIP shall be calculated under the assumption 

that no payments resulting from insurance coverage occur during the holding period, 
except in the insurance specific scenario mentioned in paragraph 3. 
  

12. Discretionary benefits linked to the PRIIP shall not be presented in the performance 
scenarios but shall be mentioned in the narrative in accordance with the fourth indent of 
Article 8(3)(d) of the Regulation No 1286/2014. 

 
13. The scenarios shall be calculated for the recommended holding period. In addition, 

performance at an early stage during the recommended holding period, and at the 
intermediate stage during the recommended holding period shall also be presented under 
each scenario, subject to the availability of market data and to the possible limits related 
to early redemptions. In particular, for the insurance-specific scenario under Article 6(4) 
of this Regulation appropriate interim periods shall be included. 
 
If the possibilities to disinvest during the life of the product are expected to be very 
limited the manufacturer shall present performance scenarios only at maturity to avoid 
creating false expectations for the investor.  

 
14. The scenarios at an intermediate stage of the recommended holding period shall be 

defined to represent reasonable market circumstances at that point in time. The 
performance shown will reflect the estimated exit price of the instrument at that point in 
time. 
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15. The performance of the PRIIP shall be calculated net of total costs according to paragraph 

57 of Annex VI of the Cost Section applicable to the scenario and holding period being 
presented.  

16. [deleted]. 
17. Where the calculation of performance fees requires an assumption to be made about the 

return of a benchmark, the return of the benchmark for the moderate scenario shall be 
calculated in such a way that the return on the PRIIP generates the performance fee as 
prescribed in [cost section on performance fee]. This return of the benchmark shall also 
be used to calculate the performance fee (if any) for the unfavourable and favourable 
scenarios. 

18. Performance shall be presented in monetary units. For that purpose, the manufacturer 
ǎƘŀƭƭ ǎŜƭŜŎǘ м ллл ϵ ŦƻǊ ƛƴǾŜǎǘƳŜƴǘ ŦǳƴŘǎ ŀƴŘ twLLtǎ ƻǘƘŜǊ ǘƘŀƴ insurance-based 
ƛƴǾŜǎǘƳŜƴǘ ǇǊƻŘǳŎǘǎΣ  мр ллл ϵ ŦƻǊ ǎƛƴƎƭŜ ǇǊŜƳƛǳƳ ƛƴǎǳǊŀƴŎŜ-based investment products 
ƻǊ м ллл ϵ ȅŜŀǊƭȅ ŦƻǊ ǊŜƎǳƭŀǊ ǇǊŜƳƛǳƳ ƛƴǎǳǊŀƴŎŜ ōŀǎŜŘ ƛƴǾŜǎǘƳŜƴǘ ǇǊƻŘǳŎǘǎΦ  Where the 
PRIIP is denominated in a currency other than the Euro, equivalent amounts should be 
chosen provided that they are cleanly divisible by 1,000. 

19. Performance shall also be presented in percentage terms, as the average annual return. 
That figure will be calculated considering net performance as numerator and the initial 
investment amount or the price paid as denominator.  
 
For those products where there is no initial investment or price paid such as future 
contracts or swaps, the percentage will be calculated considering the nominal value of the 
contract and a foot note added to explain it.  

20. The selection of scenarios shall follow an internally preapproved policy by the 
manufacturer designed to avoid conflicts of interest in the selection of scenarios and to 
ensure a consistent treatment for the different products of the manufacturer. In addition, 
the manufacturer shall demonstrate the reasonableness and appropriateness of their 
approach.  
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ANNEX V 
 

METHODOLOGY FOR THE PRESENTATION OF PERFORMANCE SCENARIOS 
 

 

1. Scenarios shall be presented in a way that is fair, accurate, clear and not misleading, and that 

is likely to be understood by the average retail investor.  

2. The information on performance scenarios shall be presented in a table according to the 
template in Appendix 1 and should cover all the scenarios described in Annex Y, Part 1 and in 
line with the methodology under Annex Y, Part 2, while excluding information on cost. Where 
applicable, for the additional scenario under article [2 (2)] and for the insurance-specific 
scenario under article [2 (3)] an additional line should be inserted in the table. 

 
3. The information on performance scenarios according to article 2 will be presented at the 

recommended holding period and for two interim periods preceding the recommended 
holding period. In particular, for the insurance-specific scenario under Article [2 (3)] 
appropriate interim periods shall be included. Only in cases where products are considered to 
be illiquid according to Annex II part 5 paragraph 76, no information on the performance 
scenarios for the interim periods is required. The scenarios shall be accompanied by a 
narrative under Appendix 1 [elements a, b and c]. 

 
4. Each scenario shall include a narrative text as set out in Appendix 1 [elements d, e and f] , 

including where applicable the information indicated on the conditions for returns to retail 
investors or built-in performance caps.  

 

5. Where a product is considered to be illiquid as set out under paragraph 77 of Annex II the 
performance scenarios may be shown only at maturity or at the recommended holding 
period, this should be clearly explained in the narrative under Appendix 1[element g] shall be 
included. 

 

6. In all cases, the narrative under Appendix 1[ elements h and i] shall be included. 

 
 

 

 

 
  



 

 55 

Appendix 1 
 

Presentation of Performance Scenarios 
 
The format for the presentation of the performance scenarios is presented below. Dependent on 

the recommended holding period the interim period differs.   

 

 

Performance scenarios 
[a] This [table/graph] shows the money you could get back over the next [recommended holding 
period] years, under different scenarios, assuming that you invest ϵώΧϐ ώǇŜǊ ȅŜŀǊϐΦ  
[b] The scenarios shown are a simplified representation of possible outcomes. You can use these 
scenarios to compare with the scenarios of other products, because they are calculated under 
similar conditions.   
[c]The scenarios presented are not an exact indicator of future performance, but an estimation to 
that effect. What you get will vary depending on how the market performs and how long you 
keep the investment/product. []  
[d] For the favourable scenario ŀ ǊƛǎŜ ƛƴ ǘƘŜ ƳŀǊƪŜǘ ƻŦ ώΧϐ҈ ƛǎ ǎƘƻǿƴΦ {ƻ ƛŦ ǘƘŜ ƳŀǊƪŜǘ ƎƻŜǎ ǳǇ ōȅ 
ώΧϐ҈ ǘƘŜ ƳƻƴŜȅ ȅƻǳ Ƴŀȅ ƎŜǘ ōŀŎƪ ǿƛƭƭ ώƴƻǘ ǊƛǎŜ κŜǉǳŀƭƭȅ ǿƛǘƘ ǘƘŜ ƳŀǊƪŜǘκ ƴƻǘ ǊƛǎŜ any longer/be 
cancelled]. 
[e] For the moderate scenario ŀ ώǊƛǎŜκŘǊƻǇϐ ƛƴ ǘƘŜ ƳŀǊƪŜǘ ƻŦ ώΧ҈ϐ ƛǎ ǎƘƻǿƴΦ {ƻ ƛŦ ǘƘŜ ƳŀǊƪŜǘ ƎƻŜǎ 
ǳǇκŘƻǿƴ ōȅ ώΧ҈ϐ ǘƘŜ ƳƻƴŜȅ ȅƻǳ ƎŜǘ ōŀŎƪ ǿƛƭƭ ώƴƻǘ ǊƛǎŜκ ƴƻǘ ǊƛǎŜ Ŝǉǳŀƭƭȅ ǿƛǘƘ ǘƘŜ ƳŀǊƪŜǘκ ƴƻǘ ǊƛǎŜ 
any longer/ be cancelled]. 
[f] And ςfor the unfavourable scenario ŀ Ŧŀƭƭ ƛƴ ǘƘŜ ƳŀǊƪŜǘ ƻŦ ώΧ҈ϐ ƛǎ ǎƘƻǿƴΦ {ƻ ƛŦ ǘƘŜ ƳŀǊƪŜǘ 
ŘǊƻǇǎ ōȅ ώΧϐ҈ ǘƘŜ ƳƻƴŜȅ ȅƻǳ ƎŜǘ ōŀŎƪ ǿƛƭƭ ώƴƻǘ ŘǊƻǇ ŀƴȅ ŦǳǊǘƘŜǊκ ƴƻǘ ŘǊƻǇ Ŝǉǳŀƭƭȅ ǿƛǘƘ ǘƘŜ 
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market price/is cancelled].  
[g] This product cannot be [easily] cashed in, meaning it is very hard to estimate the money you 
would get back if you cash in before the recommended holding period/maturity. It may be that 
cashing in is not possible or, if possible, by incurring high costs or by making a large loss.  
[h] The figures shown take into account all costs associated with the product, but may not include 
all the costs that you pay to your advisor or distributor, and do not take into account your 
personal tax situation, which may also impact on what you get back. 
[i] For a more complete overview of the assumptions that were made in producing the 
performance scenarios, please see our [insert name of the document where this information can 
be found]. 
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ANNEX VI 
METHODOLOGY FOR THE CALCULATION OF COSTS 

 
PART 1 

List of costs of the different types of PRIIPs 
 
 

I. List of Costs of investments funds (AIFs and UCITS7) 
 

 Definition of costs to be disclosed  
One-off costs 

 
1. In the context of the key information document, entry and exit costs (one-off costs) are 

payments paid directly by the investor or another amount deducted from a payment received 
by or due to the investor.  
 

2. The entry and exit costs figures shall include all types of costs borne by the fund, whether 
they represent expenses necessarily incurred in its operation, or the remuneration of any 
party connected with it or providing services to it. 
 

3. The following list is indicative but not exhaustive of the types of entry costs that shall be taken 
into account in the amount to be disclosed: 

Up-front initial costs, including: 

(a) Distribution fee, to the extent that the amount is known to the management company. If 
the actual amount is not known to the management company, the maximum of the 
possible known distribution costs for the specific PRIIP should be shown; 

(b) Loading costs including taxes; 
(c) Constitution costs (up-front part); 
(d) Marketing costs (up-front part);      
(e) Subscription fee. 
 

Recurring Costs 
 

4. In the context of the ƪŜȅ ƛƴŦƻǊƳŀǘƛƻƴ ŘƻŎǳƳŜƴǘΣ ΨǊŜŎǳǊǊƛƴƎ ŎƻǎǘǎΩ ŀǊŜ ǇŀȅƳŜƴǘǎ ŘŜŘǳŎǘŜŘ 
from the assets of a fund.  
 

5. The recurring cost figure shall include all types of cost borne by the UCITS/ AIFs, whether they 
represent expenses necessarily incurred in its operation, or the remuneration of any party 
connected with it or providing services to it. These costs include transaction costs. 

 
6. The following list is indicative but not exhaustive of the types of recurring charges that, if they 

are deducted from the assets of a fund, shall be taken into account in the amount to be 
disclosed: 

(a) all payments to the following persons, including any person to whom they have delegated 
any function: 

(i) the management company of the fund, 
(ii) directors of the fund if an investment company, 
(iii) the depositary, 

                                                                                                               

7
 Without prejudice to articles 32 and 33 of the PRIIPs Regulation 
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(iv) the custodian(s), 
(v) any investment adviser; 
 

(b) all payments to any person providing outsourced services to any of the above, including: 

(i) providers of valuation and fund accounting services, 
(ii) shareholder service providers, such as the transfer agent and broker dealers that are 
ǊŜŎƻǊŘ ƻǿƴŜǊǎ ƻŦ ǘƘŜ ŦǳƴŘΩ ǎƘŀǊŜǎ ŀƴŘ ǇǊƻǾƛŘŜ ǎǳō-accounting services to the 
beneficial owners of those shares, 

(iii) providers of collateral management services, 

(iv) providers of prime-brokerage services, 

(v) securities lending agents; providers of property management services for real estate 
operating expenses and capital expenditure (if applicable); 

(c) registration charges, listing fees, regulatory charges and similar charges, including 
passporting fees; 

(d) provisioned fees for specific treatment of gain and losses; 

(e) audit fees; 

(f) payments to legal and professional advisers; 

(g) any costs of distribution or marketing, to the extent that the amount is known to the 
management company. If the actual amount is not known to the management company, 
the maximum of the possible known distribution costs for the specific PRIIP should be 
shown; 

(h) financing costs, related to borrowing (provided by related parties); 

(i) costs of capital guarantee provided by a third party guarantor; 

(j) payments to third parties to meet costs necessarily incurred in connection with the 
ŀŎǉǳƛǎƛǘƛƻƴ ƻǊ ŘƛǎǇƻǎŀƭ ƻŦ ŀƴȅ ŀǎǎŜǘ ƛƴ ǘƘŜ ŦǳƴŘΩǎ ǇƻǊǘŦƻƭƛƻ όƛƴŎƭǳŘƛƴƎ ǘǊŀƴǎŀŎǘƛƻƴ Ŏƻǎǘǎ ŀǎ 
referred to in paragraph 8-28); 

(k) the value of goods or services received by the management company or any connected 
person in exchange for placing of dealing orders; 

(l) the costs of acquiring or disposing of units in UCITS or AIFs shall be taken into account in 
accordance with the following steps: 

(i) Where a fund invests its assets in UCITS or AIFs, its summary cost indicator and 

recurring ratio shall take account of the charges incurred in the underlying 

UCITS/AIFs. The following shall be included in the calculation: 

(ii) if the underlying is a UCITS its most recently available recurring and entry/exit charges 

figure shall be used; this may be the figure published by the UCITS or its operator or 

management company, or a figure calculated by a reliable third-party source if more 

up-to-date than the published figure; 

(iii) the summary cost indicator and recurring ratio may be reduced to the extent that 

ǘƘŜǊŜ ƛǎ ŀƴȅ ŀǊǊŀƴƎŜƳŜƴǘ ƛƴ ǇƭŀŎŜ όŀƴŘ ǘƘŀǘ ƛǎ ƴƻǘ ŀƭǊŜŀŘȅ ǊŜŦƭŜŎǘŜŘ ƛƴ ǘƘŜ ŦǳƴŘΩǎ ǇǊƻŦƛǘ 

and loss account) for the investing fund to receive a rebate or retrocession of charges 

from the underlying AIF/UCITS;  

(iv) in cases where subscription and / or redemption fees are payable by the fund in 

relation to the acquisition or disposal of units in an underlying UCITS/AIF, the 

monetary value of those fees shall be aggregated for the period under review and 
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taken into account in the calculation of the summary cost indicator and recurring 

ratio; 

(v) in cases where the acquisition or disposal of units does not occur at the mid price of 

the UCITS/AIF, the value of the difference between the transaction price and the mid 

price shall be taken into account as transaction costs. 

(m) the costs of acquiring or disposing of units in a PRIIP other than UCITS or AIFs shall be 
taken into account in accordance with the following steps:  

(i) where a fund invests in a PRIIP other than UCITS or AIFs, its summary cost indicator 

and recurring ratios shall take account of the recurring charges incurred in the 

underlying PRIIP. Its most recently available (summary cost indicator and recurring 

ratio) shall be included in the calculation; 

(ii) the summary cost indicator (and recurring ratio) may be reduced to the extent that 

ǘƘŜǊŜ ƛǎ ŀƴȅ ŀǊǊŀƴƎŜƳŜƴǘ ƛƴ ǇƭŀŎŜ όŀƴŘ ǘƘŀǘ ƛǎ ƴƻǘ ŀƭǊŜŀŘȅ ǊŜŦƭŜŎǘŜŘ ƛƴ ǘƘŜ ŦǳƴŘΩǎ ǇǊƻŦƛǘ 

and loss account) for the investing fund to receive a rebate or retrocession of charges 

from the underlying PRIIP;  

(iii) in cases where subscription and / or redemption fees are payable by the fund in 

relation to the acquisition or disposal of units in an underlying PRIIP, the monetary 

value of those fees shall be aggregated for the period under review and taken into 

account in the calculation of the summary cost indicator and recurring ratio. 

(iv) in cases where the acquisition or disposal of units does not occur at the mid price of 

the underlying PRIIP, the value of the difference between the transaction price and 

the mid price shall be taken into account as transaction costs. 

(n) the costs of acquiring or disposing of units in an investment product other than a PRIIP 
shall be taken into account in accordance with the following steps: 

 
(i) the PRIIP manufacturer shall either use any published information that represents a 

reasonable substitute for summary cost indicator and recurring ratio or else shall 

make a best estimate of its maximum level based on scrutiny of the investment 

ǇǊƻŘǳŎǘΩǎ ŎǳǊǊŜƴǘ ǇǊƻǎǇŜŎǘǳǎ ŀƴŘ Ƴƻǎǘ ǊŜŎŜƴǘƭȅ ǇǳōƭƛǎƘŜŘ ǊŜǇƻǊǘ ŀƴŘ ŀŎŎƻǳƴǘǎΤ 

(o) operating costs (or any remuneration) under a fee-sharing arrangement with a third party 
to the extent that they have not been already  included in another type of cost mentioned 
above; 

(p)  earnings from efficient portfolio management techniques if they are not paid into the 
portfolio; 

(q) implicit costs incurred by structured funds, as referred to in paragraphs 2 and following; 

(r) dividends served by the shares held in the portfolio of the funds, should the dividends not 
accrue to the fund. 

 
Incidental costs 

 
7. The following list indicates the types of incidental costs that shall be taken into account in the 

amount to be disclosed: 
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(a) a performanceςrelated fee payable to the management company or any investment 
adviser (including performance fees as referred to in paragraph 29); 

 
(b) carried interests (as referred to in paragraph 30). 

 
 

Calculation of specific types of costs of investments funds 
 

         Transaction costs 
 

8.  As per paragraph 6(j), transaction costs incurred as a result of the acquiring and disposing of 
investments shall be included in the cost disclosure in the key information document, 
including direct and indirect transaction costs.  

9. Transaction costs shall be calculated on an annualised basis, based on an average of the 
transaction costs incurred by the PRIIP over the previous three years. Where the PRIIP has 
been operating for less than three years, see paragraph 25.  

10. The aggregate transaction costs for a PRIIP shall be calculated as the sum of the transaction 
costs (calculated as set out below) in the base currency of the PRIIP for all individual 
transactions undertaken by the PRIIP in the specified period. The result is the aggregate value 
of transaction costs in the base currency of the PRIIP. It may be converted into a percentage 
by dividing by the average net assets of the PRIIP over the same period. 

11. When calculating the transaction costs incurred by the PRIIP over the previous three years, 
actual transaction costs must be calculated using the methodology described below in 
paragraphs 14 to 20 for investments in the following instruments: 

(a) transferable securities as defined by Article 2 of Directive 2007/16/EC (implementing 
Directive 85/611/EEC); 

(b) other instruments that there are frequent opportunities to dispose of, redeem, or 
otherwise realise at prices that are publicly available to market participants and that are 
either market prices or prices made available, or validated, by valuation systems 
independent of the issuer. 

12. Estimates of transaction costs using the methodology described below in paragraphs 21 to 24 
must be used for investments in other instruments or assets. 

13. Where a PRIIP has a pricing mechanism that offsets the impact of dilution from transactions in 
the PRIIP itself, the amount of benefit accruing to the ongoing holders of the PRIIP from anti-
dilution mechanisms may be deducted from the transaction costs incurred within the PRIIP 
using the following methodology: 

(a) The monetary amount of any anti-dilution levy, or other payment in connection with a 
transaction in the PRIIP itself, that is paid to the PRIIP may be subtracted from the total 
transaction costs 

(b) The benefit to the PRIIP of issuing units (or otherwise enabling investment in the PRIIP) at 
a price other than the mid-price, or of cancelling units (or otherwise enabling redemption 
of funds from the PRIIP) at a price other than the mid-price, provided that the PRIIP itself 
receives the benefit, shall be calculated as follows and may be subtracted from the total 
transaction costs: 
(i) The difference between the price of units issued and the mid price, multiplied by the 

net number of units issued; 
(ii) The difference between the price of units cancelled and the mid price, multiplied by 

the net number of units cancelled. 
14. The actual transaction costs for each transaction should be calculated on the following basis: 
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(a) For each purchase undertaken by the PRIIP, the price of the instrument at the time the 
ƻǊŘŜǊ ǘƻ ǇǳǊŎƘŀǎŜ ƛǎ ƛƴƛǘƛŀǘŜŘ όǘƘŜ ΨŀǊǊƛǾŀƭ ǇǊƛŎŜΩύ ǎƘŀƭƭ ōŜ ǎǳōǘǊŀŎǘŜŘ ŦǊƻƳ ǘƘŜ ƴŜǘ ǊŜŀƭƛǎŜŘ 
execution price of the transaction. The resulting value shall be multiplied by the number 
of units purchased; 

(b) For each sale undertaken by the PRIIP, the net realised execution price of the transaction 
shall be subtracted from the price of the instrument at the time the order to sell is 
ƛƴƛǘƛŀǘŜŘ όǘƘŜ ΨŀǊǊƛǾŀƭ ǇǊƛŎŜΩύΦ ¢ƘŜ ǊŜǎǳƭǘƛƴƎ ǾŀƭǳŜ ǎƘŀƭƭ ōŜ ƳǳƭǘƛǇƭƛŜŘ ōȅ ǘƘŜ ƴǳƳōŜǊ ƻŦ ǳƴƛǘǎ 
sold. 

15. The net realised execution price shall be calculated as the price at which the transaction is 
executed, including all charges, commissions, taxes and other payments [or disbursements] 
(for example anti-dilution levies) associated with the transaction, either directly or indirectly, 
where those payments are made from the assets of the PRIIP.  

16. The arrival price shall be calculated as the mid-market price of the investment at the time 
when the order to transact is initiated. For orders that are transacted on any day that is not 
the day that the order was initiated, the arrival price shall be calculated as the opening price 
of the investment on the day of the transaction or, where the opening price is not available, 
the previous closing price. Where a price is not available at the time when the order to 
transact is initiated (for example because the order has been initiated outside market opening 
hours), the arrival price shall be calculated as the opening price on the day of the transaction 
or, where the opening price is not available, the previous closing price. 

17. Where the information about the time when the order to transact is initiated is not available 
(or not available to a sufficient level of accuracy) it is permissible to use the opening price of 
the investment on the day of the transaction or, where the opening price is not available, the 
previous closing price. 

18. Costs associated with derivatives shall be calculated in the following way: 

(a) For derivatives that are standardised and where there is regular trading in the derivative 
itself (for example an index future on a major equity index), transaction costs shall be 
calculated with reference to the derivative itself. The arrival price shall be calculated as 
the mid price of the derivative; 

(b) For derivatives that are customised, and where there is no price transparency or regular 
trading in the derivative itself, transaction costs shall be calculated with reference to the 
underlying asset(s). The arrival price shall be calculated based on the price(s) of the 
underlying assets, using appropriate weightings if there is more than one underlying 
asset. Where the cost of transacting in the derivative is materially higher than the cost of 
transacting in the underlying asset, this must be reflected in the transaction cost 
calculation; 

(c) For options and other similar derivatives, it is permissible to calculate the transaction 
costs as the difference between the price paid or received for the option and the fair 
value of the option, on the basis described in paragraphs 37-47 below. 

19. In calculating the costs associated with foreign exchange, the arrival price must reflect a 
reasonable estimate of the consolidated price, and must not simply be the price available 
from a single counterparty or foreign exchange platform, even if an agreement exists to 
undertake all foreign exchange transactions with a single counterparty. 

20. In calculating the costs associated with orders that are initially entered into an auction, the 
arrival price shall be calculated as the mid price immediately prior to the auction. 

21. The actual costs of transactions in other assets than those defined in paragraph 11 shall be 
calculated using the methodology defined in paragraph 14, with the definition of arrival price 
as follows: 

22. For a sale, the arrival price shall be calculated as the previous independent valuation price of 
the asset, adjusted for market movements, where appropriate, using an appropriate 
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benchmark index. Where a previous independent valuation price is not available, the 
transaction costs must be estimated based on the difference between the transaction price 
and an appraisal of the fair value of the asset prior to sale 

23. For a purchase, the arrival price shall be calculated as the previous independent valuation 
price of the asset, adjusted for market movements, where appropriate, using an appropriate 
benchmark index, where such a price is available. Where a previous independent valuation 
price is not available, the transaction costs must be estimated based on the difference 
between the transaction price and an appraisal of the fair value of the asset prior to purchase. 

24. The cost estimate must not be less than the amount of actual identifiable costs directly 
associated with the transaction.  

25. For new PRIIPs that invest in liquid assets transaction costs are computed  using the 
standardised percentages in the table below. 

 

Asset Classes Sub Asset Classes Cost % 
(Bps) (***) 

Liquidity Money market instruments (for the sake of 
clarity, money markets funds not included)  

1 

Government bonds  Government bonds and similar instruments 
developed market rating AAA-A  

5 

Government bonds and similar instruments 
developed market different rating below A 

8 

Government bonds emerging 
markets (hard and soft 
currency)  

Government bonds emerging markets (hard and 
soft currency)  

50 

Investment grade corporate 
bonds 

Investment grade corporate bonds 25 

High yield corporate bonds 
(worldwide) 

High yield corporate bonds 50 

Shares developed markets Shares developed markets  Program 
trading: 4; 
no program 
trading: 15;  

Shares emerging markets Shares emerging markets  35 

Listed derivatives  Listed derivatives   0,001 per 
agreement 

OTC  OTC Exotic options 70 

OTC Plain vanilla options 20 

OTC IRS, CDS and similar 1 

OTC Swaps and similar instruments (different 
from IRS, CDS and similar) 

20 
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OTC FX Forwards developed markets 0,5 

OTC FX Forwards emerging markets 1 

 (***)The cost estimation reflect actual market conditions 
 
26. The standardised costs in the table in paragraph 25 shall be revised by the ESAs at least every 

three years. 

27. The transaction costs mentioned in paragraph 25 shall be calculated by multiplying Weighted 
Average Transaction Costs * Portfolio Turnover Rate (PTR) with PTR estimated on a consistent 
basis with the investment policy disclosed in the offering documents 

28. For new PRIIPs that invest in illiquid assets the manufacturer shall estimate the transaction 
costs on the basis of the fair value method using comparable assets.   

 
   Performance related fees  

 
29. The calculation of performance related fees should be the following: 

a) The performance fees shall be computed on the basis of historical data covering the last 5 

years. The average annual performance fees shall be computed in percentage terms; 

b) For funds/share classes where a full performance fees history, as required under indent a) 

ƛǎ ƴƻǘ ŀǾŀƛƭŀōƭŜ όƛΦŜΦ ōŜŎŀǳǎŜ ǘƘŜ ŦǳƴŘκǎƘŀǊŜ ŎƭŀǎǎŜǎ ƛǎ ƴŜǿ ƻǊ ǘƘŜ ŦǳƴŘΩǎ ǘŜǊƳǎ ƘŀǾŜ 

changed due to the introduction of the performance fee or the change of one of its 

parameters), the abovementioned method, shall be adjusted according to the following 

steps: 

1) Take the relevant available history of the performance fees of the fund/share 

class; 

2) For any years for which data is not available: 

a) estimate the return of the fund/ share class; for new funds, their return 

should be estimated using the return of a comparable fund or of a peer 

group. The estimated return should be gross of all the costs charged to the 

new fund. Therefore peer groups´ returns need to be adjusted adding the 

average relevant costs charged according to the funds rules of the new 

fund. For instance, in case of a new class with a different fees structure, 

the returns of the existing class should be adjusted taking into account the 

costs of the new class;  

b) in case of relative performance fees model, take into account the historical 

series of the benchmark/hurdle rate. 

 
3) compute the fees from the beginning of the sample period, as required sub a), 

until the date of availability of the actual performance fees data of the fund, 

applying the relevant algorithm to the abovementioned historical series; 

 
4) concatenate both performance fees series to one series over the full sample 

period as required sub a); 

5) compute the performance fees according sub a methodology (average of annual 

performance fees). 

 
Carried interests 
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30. The calculation of carried interests should be the following: 

a) The carried interests shall be computed on the basis of historical data covering the last 5 

years. The average annual carried interests shall be computed in percentage terms; 

b) For funds/share classes where a full carried interests history, as required sub a), is not 

ŀǾŀƛƭŀōƭŜ όƛΦŜΦ ōŜŎŀǳǎŜ ǘƘŜ ŦǳƴŘκǎƘŀǊŜ ŎƭŀǎǎŜǎ ƛǎ ƴŜǿ ƻǊ ǘƘŜ ŦǳƴŘΩǎ ǘŜǊƳǎ ƘŀǾŜ ŎƘŀƴƎŜŘ 

due to the introduction of carried interests or the change of one of its parameters), the 

abovementioned method, shall be adjusted according to the following steps: 

1) take the relevant available history of the carried interests of the fund/ share class; 

2) for any years for which data is not available, estimate the return of the fund/ 

share class; for new funds, their return should be estimated using the return of a 

comparable fund or of a peer group. The estimated return should be gross of all 

the costs charged tƻ ǘƘŜ ƴŜǿ ŦǳƴŘΦ ¢ƘŜǊŜŦƻǊŜ ǇŜŜǊ ƎǊƻǳǇΩǎ ǊŜǘǳǊƴǎ ƴŜŜŘ ǘƻ ōŜ 

adjusted adding the average relevant costs charged according to the funds rules 

of the new fund. For instance, in case of a new class with a different fees 

structure, the returns of the existing class should be adjusted taking into account 

the costs of the new class.  

3) compute the carried interests from the beginning of the sample period, as 

required sub a), until the date of availability of the actual carried interests data of 

the fund, applying the relevant algorithm to the abovementioned historical series; 

4) concatenate both carried interests series to one series over the full sample period 

as required sub a); 

5) compute the carried interests according sub a methodology (average of annual 

carried interests). 

 
II. List of costs of PRIPs8 other than investment funds ς including structured products, 

derivatives and contracts for difference (CFDs) 
 

Definition of costs to be disclosed 
 

One-off costs 
 

31. In the context of the key information document the entry and exit costs include initial charges 
or commissions or any other amount paid directly by the retail investor or deducted from a 
payment received by or due to the retail investor. The one-off costs figures shall include all 
types of costs borne by PRIPs other than investment funds, whether they represent expenses 
necessarily incurred in its operation, or the remuneration of any party connected with it or 
providing services to it. 

32. The following list is indicative but not exhaustive of the types of entry costs and charges that 
shall be taken into account in the amount to be disclosed for PRIPs other than investment 
funds:  

(a) Sales commissions; 

(b) Structuring costs, including market-making costs (spread) and settlement costs; 

                                                                                                               

8
 ΨtwLtǎΩ ƛǎ ǳǎŜŘ ƛƴ ǘƘƛǎ /t ƛƴǘŜƴǘƛƻƴŀƭƭȅ ǘƻ ŘƛǎǘƛƴƎǳƛǎƘ ǘƘŜ ǎƳŀƭƭŜǊ ŎƻƭƭŜŎǘƛƻƴ ƻŦ ƴƻƴ-insurance based products. We follow 

the definition made in art 4 (1) of the PRIIPs Regulation. 
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(c) Hedging costs (to ensure that the manufacturer is able to replicate the performance of 

the derivative component of the structured product ς these costs include transaction 

costs) 

(d) Legal fees;  

(e) Costs for capital guarantee; 

(f) Implicit premium paid to the issuer. 

 
33. The following list is indicative but not exhaustive of the types of exit costs and charges that 

shall be taken into account in the amount to be disclosed for PRIPs other than investment 
funds: 

(a) Proportional fees; 

(b) Bid-mid spread to sell the product and any explicit costs or penalties for early exit 

applicable. The estimation of the bid-mid spread shall be done in relation to the 

availability of a secondary market, to the market conditions and the type of product. In 

case the manufacturer (or a related third party) is the only available counterparty to buy 

the product on the secondary market, it shall consider an estimation of the exit costs to 

be added to the fair value of the product according to the internal policies. 

34. In the case of a contract-for-difference (CFD), additional types of costs shall be taken into 
account. These costs include: 

(a) Commissions charged by CFD providers (general commission or a commission on each 

trade - i.e. on opening and closing a contract);  

(b) Costs related to CFD trading such as bid-ask spreads, daily and overnight financing costs, 

account management fees and taxes which are not already included in the fair value. 

 
Recurring Costs 

 
35. Lƴ ǘƘŜ ŎƻƴǘŜȄǘ ƻŦ ǘƘŜ ƪŜȅ ƛƴŦƻǊƳŀǘƛƻƴ ŘƻŎǳƳŜƴǘΣ ΨǊŜŎǳǊǊƛƴƎ ŎƻǎǘǎΩ ŀǊŜ ǇŀȅƳŜƴǘǎ ǊŜƎǳƭŀǊƭȅ 

deducted from all payments due to the retail investor or from the amount invested. The 
recurring costs figure shall include all types of cost borne by the PRIPs other than investment 
funds whether they represent expenses necessarily incurred in its operation, or the 
remuneration of any party connected with it or providing services to it. 

36. The following list is indicative but not exhaustive of the types of recurring charge that, if they 
are deducted or charged separately, shall be taken into account in the amount to be 
disclosed: 

(a) Costs related to coupon payments; 

(b) Costs of the underlying, if any.  

    

Calculation of implicit costs of PRIPs other than investment funds 

37. For the purposes of the calculation of the implicit costs embedded in PRIPs, the manufacturer 
shall refer to the issue price and, after the subscription period, to the price available to 
purchase the product on a secondary market . 
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38. The difference between the price and the fair value of the product is considered as an 
estimation of the total entry costs included in the price. 

39. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction in the principal (or most advantageous) market at the measurement date 
under current market conditions (i.e. an exit price) regardless of whether that price is directly 
observable or estimated using another valuation technique. 

40. The fair value policy that governs the measurement of the fair value shall set a series of rules 
including in the following areas: 

(a) Governance; 

(b) Methodology for the calculation of the fair value. 

 

41. Such rules shall aim at outlining a valuation process that: 

(a) complies with the applicable accounting standards, so that the fair value is the same as 

the value of the liability that the manufacturer records on its balance sheet when the 

product is sold; 

(b) makes sure that internal pricing models for PRIIPs are consistent with the 

methodologies, modelling and standards used by the manufacturer to value its own 

portfolio under the hypothesis that the product is available for sale or held for trading;  

(c) is consistent with the level of complexity of the product and the type of underlying;  

(d) takes into account the issuer credit risk and the uncertainty about the underlying; 

(e) sets the parameters to identify an active market in order to avoid risk mispricing that 

could lead in extreme cases to significantly inaccurate estimates; 

(f) maximizes the use of relevant observable market inputs and minimizes the use of 

unobservable inputs. 

 

42. The fair value of a structured product shall be determined on the basis of: 

(a) Market prices, if available or efficiently formed; 

(b) Internal pricing models using as an input market values which are indirectly connected 

to the product, derived from products with similar characteristics (comparable 

approach); 

(c) Internal pricing models based on inputs which are not derived directly from market 

data for which estimations and assumptions must be formulated (market-to-model 

approach). 

 
43. If the fair value cannot be derived from market prices, it shall be calculated using a valuation 

technique that is able to represent properly the different factors affecting the product payoff 
structure making maximum use of market data. 

44. A valuation technique shall consider the following according to the complexity of the product: 

(a) ǘƘŜ ǳǎŜ ƻŦ ǊŜŎŜƴǘ ŀǊƳΩǎ ƭŜƴƎǘƘ Ƴarket transactions between knowledgeable, 

professional counterparties; 

(b) reference to the current market price of another instrument that is substantially the 

same; 

(c) use an appropriate discounted cash-flow model where the likelihood of each cash flow 

is determined using an appropriate model of asset price evolution. 
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45. In the case of subscription products, the fair value must be calculated on the date when the 
product terms are determined. This valuation date shall be close to the beginning of the 
subscription period and a criterion to update cost information, in case of long offering periods 
or in case of high volatility in the markets, has to be defined. 

46. If preliminary terms are used, costs need to be calculated by using the minimum terms of the 
product. 

47. If variable subscription prices are used, a procedure on how to incorporate and disclose the 
cost effect of the varying subscription price, has to be defined. 

 

III. List of Costs of Insurance-based investment products 

Definition of costs to be disclosed 
 

One-off costs 
 

48. In the context of the key information document the entry and exit costs (one-off costs) 
include initial charges or commissions or any other amount paid directly by the investor or 
deducted from the first payment or from a limited number of payments due to the investor or 
from a payment upon redemption or termination of the product.  

49. The one-off costs figure shall include all types of cost borne by insurance-based investment 
products whether they represent expenses necessarily incurred in its operation, or the 
remuneration of any party connected with it or providing services to it. 

50. The following list is indicative but not exhaustive of the types of entry costs and charges that 
shall be taken into account in the amount to be disclosed for insurance-based investment 
products: 

(a) structuring or marketing costs; 

(b) acquisition, distribution, sales costs; 

(c) processing / operating costs (including costs for the management of the insurance cover); 

(d) cost part of biometric risk premiums referred to in paragraph 55(c); 

(e) cost of holding required capital (up front part); 

 

Recurring costs 

 

51. Lƴ ǘƘŜ ŎƻƴǘŜȄǘ ƻŦ ǘƘŜ ƪŜȅ ƛƴŦƻǊƳŀǘƛƻƴ ŘƻŎǳƳŜƴǘΣ ΨǊŜŎǳǊǊƛƴƎ ŎƻǎǘǎΩ ŀǊŜ ǇŀȅƳŜƴǘǎ ǊŜƎǳƭŀǊƭȅ 
deducted from all payments from the investor or from the amount invested or amounts that 
are not allocated to the policyholder according to a profit sharing mechanism.  

52. The recurring cost figure shall include all types of costs borne by insurance-based investment 
products whether they represent expenses necessarily incurred in its operation, or the 
remuneration of any party connected with it or providing services to it. 

53. The following list is indicative but not exhaustive of the types of recurring charge that shall be 
taken into account in the amount to be disclosed: 

(a) structuring or marketing costs; 

(b) acquisition, distribution, sales costs; 

(c) processing / operating costs (including costs for the management of insurance cover); 

(d) cost part of biometric risk premiums referred to in paragraph 55(c); 

(e) other administrative costs; 

(f) cost of holding capital (recurring part); 
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(g) Any amount implicitly charged on the amount invested such as the costs incurred for the 

management of the investments of the insurance company (deposit fees, transaction 

costs, costs for new investments, etc.) that are deducted from the participation bonus 

(please see paragraph 8 to 28 on the calculation of transaction costs). 

54. Where an insurance-based investment product invests a part of its assets in UCITS, AIFs, in a 
PRIIP other than UCITS of AIFs or in an investment product other than a PRIIP paragraphs 6(l), 
6(m) and 6(n) shall be applied respectively.  

 

    Cost disclosure of the biometric risk premium of insurance based investment products 

 

55. Definition of the costs part of biometric risk premiums 

(a) Biometric risk premiums are those premiums paid directly by the investor or deducted 

from the amounts credited to the mathematical provision or from the participation bonus 

of the insurance policy, that are intended to cover the statistical risk of benefit payments 

from insurance coverage; 

(b) The fair value of biometric risk premiums is the expected present value (according to the 

interest rates referred to in paragraph 67(a)) of the future benefit payments from 

insurance coverage taking into account best estimate assumptions on these benefit 

payments derived from the individual risk profile of the portfolio of the individual 

manufacturer and other payoffs related to insurance cover (rebates on biometric risk 

premiums paid back to the policy holders, increase of benefit payments, reduction of 

future premiums, etc.) resulting from profit sharing mechanisms (legal and/or 

contractual). Best estimate assumptions on future benefit payments from insurance 

coverage shall be set realistic. The estimated future benefit payments shall not include 

prudency margins or costs for the management of the insurance cover. For manufacturers 

under the scope of Solvency II these best estimate assumptions shall be consistent with 

the respective assumptions used for the calculation of the technical provisions in the 

Solvency II balance sheet; 

(c) The cost part of biometric risk premiums is the difference between biometric risk 

premiums charged to the investor referred to in sub-paragraph (a) and the fair value of 

the biometric risk premiums referred to in sub-paragraph (b); 

(d) Instead of the cost part of biometric risk premiums referred to in paragraphs 50(d) and 

53(d) the manufacturer may include the full biometric risk premiums in the one-off, 

respective recurring costs. 

 

 

PART 2 
Summary indicators  

 
I. Summary cost indicators  

 
Summary cost indicator ς reduction in yield 

 
56. The summary cost indicator (Reduction in Yield) of the PRIIP shall be the reduction of the yield 

due to total costs calculated according to paragraphs 66 to 68.  
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57. For the calculation of the summary cost indicator the cost to be disclosed referred to in 
paragraph 68 shall be the total costs. This shall equal for investment funds the sum of the 
costs as referred to in paragraphs 1 and 2 plus the sum of the costs as referred to in 
paragraphs 4, 5 and 7; for PRIPs other than investment funds, the sum of the costs as referred 
to in paragraph 31 plus the sum of the costs as referred to in paragraph 35; and for insurance-
based investment products, the sum of the costs as referred to in paragraphs 48 and 49 plus 
the sum of the costs as referred to in paragraphs 51 and 52. The total costs shall also include 
exit penalties, if relevant. 

 
One-off costs and entry/ exit cost ratios 

 
58. The entry and exit costs ratio of the PRIIP shall be the reduction of the annual yield due to 

entry and exit costs calculated according to paragraphs 66 to 68. 

 
59. For the calculation of the one-off costs and of the entry and exit costs ratio the cost to be 

disclosed referred to in paragraph 68Error! Reference source not found. shall for investments 
funds be the one-off, entry and exit costs according to paragraphs 1 and 2; paragraph 31 for 
PRIPs other than investment funds; and paragraphs 48 and 49 for insurance-based investment 
products. Exit costs shall also include exit penalties, if relevant. 

 
             Recurring costs and portfolio transaction costs / other recurring costs ratios 

 
60. For the calculation of the recurring costs, the costs to be disclosed shall be the sum of the 

recurring costs according to paragraphs 4 and 5 for investment funds; paragraph 35 for PRIPs 
other than investment funds; and paragraphs 51 and 52 for insurance based investment 
products. 

61. The portfolio transaction costs and other recurring costs ratio of the PRIIP shall be the 
reduction of the annual yield due to portfolio transaction costs and other recurring costs 
calculated according to paragraphs 66 to 68. 

 
62. For the calculation of the portfolio transaction costs ratio, the cost to be disclosed referred to 

in paragraph 68Error! Reference source not found. shall be the portfolio transaction costs 
according to paragraph 8 to 28 for investment funds, paragraph 36(b) for PRIPs other than 
investment funds, and paragraph 53(g)  for insurance based investment products. 

63. The other recurring costs ratio shall be the reduction of the annual yield due to other 
recurring costs that is calculated as the difference between the summary cost indicator 
according to paragraph 56 and the sum of the one-off costs ratio, according to paragraph 58, 
plus portfolio transaction costs ratio, according to paragraph 61, plus the incidental costs 
ratio, according to paragraph 65. 

 
        Incidental costs and incidental cost ratio 
 

64. For the calculation of the incidental costs, the cost to be disclosed shall be the sum of the 
incidental costs according to paragraph 7 for investment funds. 

65. For the calculation of the incidental costs ratio, the cost to be disclosed referred to in 
paragraph 68Error! Reference source not found. shall be the portfolio incidental costs 
according to paragraph 7 for investment funds. 

 



 

 70 

Calculation of reduction in yield 
 
66. The Reduction in Yield shall be calculated as the difference between two percentages i and r 

where r is the annual internal rate of return in relation to gross payments by the investor and 
estimated benefit payments to the investor during the recommended holding period and i is 
the annual internal rate of return for the respective cost free scenario. 

67. The estimation of future benefit payments mentioned in the previous paragraph shall be 
based on the following assumptions: 

(a) The annual internal rate of return, i.e. the performance, of the PRIIP shall be calculated 
taking into account the methodology and the underlying hypothesis used for the 
estimation of the moderate scenario from the performance scenarios section of the key 
information document; 

(b) The benefit payments shall be estimated under the assumption that all costs included in 
the total costs according to paragraph 57 are deducted. 

 
68. Calculations for the cost free scenario mentioned in the paragraph 66: 

(a) For the calculation of i either gross payments by the investor from the calculation of r 
shall be reduced by the costs to be disclosed or the projected benefit payments to the 
investor from the calculation of r shall be increased under the assumption that the 
amounts of the costs to be disclosed had additionally been invested. Then i is the annual 
internal rate of return in relation to these adjusted payments by and to the investor. 

(b) Where costs to be disclosed can be expressed as a constant percentage of the value of 
the assets they may be disregarded in the calculation described in paragraph 68 (a) and 
instead be added to i afterwards.   

 
 

Specific requirements for insurance-based investment products: 
 

69. For the purpose of the calculations described in the paragraphs 66 to 68 for insurance-based 
investment products it shall be assumed that no payments resulting from insurance coverage 
occur during the holding period i.e. the calculation of the reduction in yield shall be solely 
based on estimated endowment benefit payments. 

70. To the extent recurring and one-off costs are covered by explicit cost that are a fixed part of 
the premium calculation of the product the calculation of recurring and one-off costs shall be 
based on these explicit costs. 

71. Profit participation for insurance based investment products: 

(a) When calculating recurring and one-off costs for insurance-based investment 
products amounts retained from the investment return through profit sharing 
mechanisms shall be considered as costs; 

(b) Where a part of costs is returned to policy holders by separate cost bonuses this shall 
be considered as a cost rebate that reduces cost deductions provided: 

(i) The cost bonuses are declared separately from other parts of the 
participation bonus and are intended for refunding parts of the costs by the 
contractual terms of the product. 

(ii) The insurer can substantiate on the basis of sound actuarial methods that 
expected future cost bonuses are covered by expected future profits that result 
from prudent assumptions on future costs. 

 
 

    Specifications for the calculation of ratios 
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72. If one type of cost is covered by two or more types of costs as referred to in the present 

Annex, this type of cost shall only be accounted for once in the calculation of the indicators 
(ratios) which are based on it. 

73. These ratios shall be expressed as a percentage to two decimal places. 

74. These ratios shall be calculated at least once a year. 

75. These ratios shall be based on the most recent cost calculations which the manufacturer has 
determined. Without prejudice to paragraph 72 abƻǾŜΣ ǘƘŜ Ŏƻǎǘǎ ŀǊŜ ŀǎǎŜǎǎŜŘ ƻƴ ŀƴ Ψŀƭƭ ǘŀȄŜǎ 
ƛƴŎƭǳŘŜŘΩ ōŀǎƛǎΦ  

As for investment funds: 

(a) A separate calculation shall be performed for each share class, but if the units of two 
or more classes rank pari passu, a single calculation may be performed for them;  

(b) In the case of a fund which is an umbrella, each constituent compartment or sub-fund 
shall be treated separately for the purpose of this Annex, but any charges attributable 
to the fund as a whole shall be apportioned among all of the sub-funds on a basis that 
is fair to all investors. 

 
76. Apart from the first calculation for a new PRIIP, and if not stated otherwise, these ratios shall 

be calculated at least once a year, on an ex-post basis. Where it is considered unsuitable to 
use the ex-post figure because of a material change, an estimate may be used instead until 
reliable ex-post figures reflecting the impact of the material change become available. 

77. The ex-post figures shall be based on recent cost calculations which the manufacturer has 
determined on reasonable grounds to be appropriate for that purpose. The figures may be 
ōŀǎŜŘ ƻƴ ǘƘŜ Ŏƻǎǘǎ ǎŜǘ ƻǳǘ ƛƴ ǘƘŜ twLLtΩ ǎǘŀǘŜƳŜƴǘ ƻŦ ƻǇŜǊŀǘƛƻƴǎ ǇǳōƭƛǎƘŜŘ ƛƴ ƛǘǎ ƭŀǘŜǎǘ ŀƴƴǳŀƭ 
or half-yearly report, if this is sufficiently recent; if it is not, a comparable calculation based on 
the costs charged during a more recent 12-month period shall be used instead.  

78. Information about these ratios that were applicable during previous years / periods should be 
published at the location which is specified in the key information document as the general 
source of further information for investors who require it. 

79. Where the costs attributable to an underlying UCITS or AIF are to be taken into account: 

(a) the cost indicator of each underlying UCITS or AIF is pro-rated according to the 
propƻǊǘƛƻƴ ƻŦ ǘƘŜ ŦǳƴŘΩ ƴŜǘ ŀǎǎŜǘ ǾŀƭǳŜ ǿƘƛŎƘ ǘƘŀǘ ¦/L¢{ ƻǊ !LC ǊŜǇǊŜǎŜƴǘǎ ŀǘ ǘƘŜ 
relevant date (being the date at which the PRIIP figures are taken); 

(b) all the pro-rated figures are added to the total cost figure of the investing PRIIP itself, 
thus presenting a single total. 

 
Calculation methodology for new PRIIPs 

 
80. In place of ex-post data, estimates shall be used in the calculation of the different types of 

costs. Such estimates shall be carried out by adopting as proxies either a comparable PRIIP or 
a peer group. 

81. For PRIIPs which charge a fixed all-inclusive fee, that figure shall be used (provided it includes 
all costs to be presented under the PRIIPs cost disclosure requirements). 

82. For PRIIPs which set a cap or maximum on the amount that can be charged, (and provided it 
includes all costs to be presented under the PRIIPs cost disclosure requirements) where 
instead that figure shall be used so long as the manufacturer gives a commitment to respect 
the published figure and to absorb any costs that would otherwise cause it to be exceeded. 
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83. LŦΣ ƛƴ ǘƘŜ ƳŀƴǳŦŀŎǘǳǊŜǊΩǎ ƻǇƛƴƛƻƴΣ ŜȄǇǊŜǎǎƛƴƎ ŀ ŦƛƎǳǊŜ ǘƻ ǘǿƻ ŘŜŎƛƳŀƭ ǇƭŀŎŜǎ ǿƻǳƭŘ ōŜ ƭƛƪŜƭȅ ǘƻ 
suggest a spurious degree of accuracy to investors, it shall be sufficient to express that figure 
to one decimal place. 

84. The manufacturer shall ensure that the accuracy of the estimated figure is kept under review. 
The manufacturer shall determine when it is appropriate to begin using ex-post figures rather 
than an estimate; but in any case it shall, no later than 12 months after the date on which the 
PRIIP was first offered for sale in any Member State, review the accuracy of the estimate by 
calculating a figure on an ex-post basis. 

 

II. Compound effect of the costs 

 

Common requirements to all types of PRIIPs 

85. The table mentioned in Article 8(1) of this Regulation shall contain an indication of the total 
costs in monetary and percentage terms for the case that the investor invests, respectively 1 
ллл ϵ όŦƻǊ ƛƴǾŜǎǘƳŜƴǘ ŦǳƴŘǎ ŀƴŘ twLtǎ ƻǘƘŜǊ ǘƘŀƴ ƛƴǾŜǎǘƳŜƴǘ ŦǳƴŘǎύΣ мр ллл ϵ όŦƻǊ ǎƛƴƎƭŜ 
premium insurance-ōŀǎŜŘ ƛƴǾŜǎǘƳŜƴǘ ǇǊƻŘǳŎǘǎύ ƻǊ м ллл ϵ ȅŜŀǊƭȅ όŦƻǊ ǊŜƎǳƭŀǊ ǇǊŜƳƛǳƳ 
insurance-based investment products) during three different holding periods, including the 
recommended holding period.  

86. Where the currency of the PRIIP is not in Euros, an amount of a similar magnitude to those set 
out in paragraph 85 and which is cleanly divisible by 1000 should be used. 

87. [Deleted]. 

88. The total costs shall include one-off, recurring and incidental costs, and, if relevant, exit 
penalties. 

89. Exit penalties are to be distinguished from other exit costs which have to be paid in any case 
and therefore always need to be included in the one-off costs. 

90. The relevance of exit penalties depends on the holding period of the investment and the 
exact moment when the product is cashed in. Exit penalties are not relevant if the investment 
is kept for the recommended holding period. 
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ANNEX VII 
FORMAT OF PRESENTATION OF COSTS 

 

 

 
The RIY (Reduction in Yield) shows the impact total costs have on what you get back. The total 
costs take into account one-off, recurring and incidental costs. 
The costs that are shown here are the costs of this product. There may be other costs charged to 
you by the person who is either selling this product to you or advising you on this product. They 
will provide you with information about these costs, and show you the impact that all costs will 
have on your investment over time. 
The table shows what the costs, including potential exit penalties, could mean for different 
holding perƛƻŘǎΦ ¢ƘŜ ŦƛƎǳǊŜǎ ŀǎǎǳƳŜ ȅƻǳ ƛƴǾŜǎǘ ϵм ллл όƻǊ ϵмр ллл ŦƻǊ ƛƴǎǳǊŀƴŎŜ twLLtǎύΦ ¢ƘŜ 
figures shown are partially based on data from the past and therefore may change in the future . 
 

  
The table shows how the impact the different types of costs have on what you get back at the 
recommended holding period and what the different cost categories mean. 

 

 
 

 


