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The specific risks - presentation
In the simplified prospectus : 
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The specific risks - presentation
In the additional information at sub-fund level : 
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The specific risks - presentation
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The specific risks - Calculation

Market Risk
Based on volatility of the returns (≈ general risk class cf. infra)

Settlement risk
Delivery vs. Payment system: “low”
No delivery vs. Payment system: “high”
Intermediate system: “medium”
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The specific risks - Calculation

Credit risk
Equity funds: “none”
Monetary funds: “low”
Bond funds:

Capital protected funds:
− OTC derivative collateralised: “low”
− OTC derivatives not collateralised:
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The specific risks - Calculation

Liquidity risk
“None”
− Money market instruments

“Low”
− Bonds: government and investment grade corporates
− Equity: bleu chips, mid caps

“Medium”
− Small caps and emerging bonds/equity
− Real estate

“High”
− Private equity
− Mainly tailor made instruments 

Highest degree of all substantial positions in the fund
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The specific risks - Calculation

Exchange or currency risk
Based on the percentage of investments in currencies
other than the reference currency of the fund
− ! link with the currency of target investor is abandoned (<-> 

risk class of the fund based on a EUR investor)

Custody risk
Belgian funds – Belgian credit institution: “none”
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The specific risks - Calculation

Concentration risk
“Low”
− No limitative/specific policy 
− European policy

“Medium”
− Specific theme
− Specific sector 
− Specific region (incl. USA)

“High”
− One specific country (exc. USA)
− Specific sector in a specific region
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The specific risks - Calculation

Performance risk
Interpreted as a combination of the market risk and tracking error
− If TE max. 3% then same value as market risk
− If not: “high”

In practice only in 5% of the cases different from market risk

Capital risk
Belgian industry 
− no indication “none”, “low”, “medium”, “high”
− Indication of capital protection or not

KBC AM
− Capital protected funds: “none” + mention protection
− Non-capital protected funds: “medium” + mention absence of 

protection
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The specific risks - Calculation

Inflation risk
“None”
− Money market instruments
− Inflationlinked instruments
− Equity

“Medium”
− Bonds

Risk external factors
Ad hoc evaluation

Flexibility risk
“none” in UCITS except very specific circumstances/products
− E.g. investment in certain Chinese equity with restrictions on  

realisation  
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The general risk classification of the fund
Presentation



15

The general risk classification of the fund
Calculation

Standard deviation on a yearly basis (discrepancy from 
average return)

on a 5 years period 
based on monthly returns 
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The profile of the typical investor
Presentation

Presentation

KBC AM: no mention of the recommended holding 
period because

That could create the illusion that such holding period 
guarantees positive returns
The holding period already included as a criterion in 
calculating the investors profile
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The profile of the typical investor
Calculation

Calculation
Based on volatility

Based on a EUR investor ! (<-> currency risk)
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Final observations

Series of different specific risks
Understandable for “the average retail investor” ?
Duplication of the same underlying risk parameters
− E.g. volatility is the basis for market risk, performance risk, profile 

of target investor, general risk class

Risk profile of the investor and general risk classification
“Less is more” for the retail investor ?
Relate to EUR investor or to reference currency of fund ?
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