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The European Securities and Markets Authority (ESMA) invites responses to the specific questions listed in the ESMA Consultation Paper on PRIIPs Key Information Documents, published on the ESMA website.

Instructions
Please note that, in order to facilitate the analysis of the large number of responses expected, you are requested to use this file to send your response to ESMA so as to allow us to process it properly. Therefore, ESMA will only be able to consider responses which follow the instructions described below:
· use this form and send your responses in Word format (pdf documents will not be considered except for annexes);
· do not remove the tags of type <ESMA_QUESTION_PRIIPS_1> - i.e. the response to one question has to be framed by the 2 tags corresponding to the question; and
· if you do not have a response to a question, do not delete it and leave the text “TYPE YOUR TEXT HERE” between the tags.
Responses are most helpful:
· if they respond to the question stated;
· contain a clear rationale, including on any related costs and benefits; and
· describe any alternatives that ESMA should consider

Naming protocol
In order to facilitate the handling of stakeholders responses please save your document using the following format:
ESMA_ PRIIPS _NAMEOFCOMPANY_NAMEOFDOCUMENT.
E.g. if the respondent were XXXX, the name of the reply form would be:
ESMA_ PRIIPS_XXXX_REPLYFORM or 
ESMA_ PRIIPS_XXXX_ANNEX1
To help you navigate this document more easily, bookmarks are available in “Navigation Pane” for Word 2010 and in “Document Map” for Word 2007.

Deadline
Responses must reach us by 29 January 2016.
All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input/Consultations’. 
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All contributions received will be published following the end of the consultation period, unless otherwise requested. Please clearly indicate by ticking the appropriate checkbox in the website submission form if you do not wish your contribution to be publicly disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. Note also that a confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
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Data protection
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Introduction

Please make your introductory comments below, if any:

<ESMA_COMMENT_PRIIPS_1>
Allianz welcomes the opportunity to comment on the Joint Consultation Paper on  PRIIPs Key Information Documents. We support the objective of the Regulation to enhance retail investor protection and improve retail investor confidence in PRIIPs.

Allianz recognizes the challenge, which is imposed by the wide variety of products in the PRIIPs scope. It is important that the methodology works for the whole range of products. The methodology has to be versatile enough to yield meaningful results for long term as well as for short term products; for single payments as well as regular payments; market traded products as well as products where the retails investor is only indirectly exposed to the market. A fully consistent approach and presentation of risk indicator, performance scenarios and costs is essential to enhance comprehensibility for retail customers.

The MRM methodology suggested in the draft RTS is an assortment of different methodologies. We are very worried that this combination of different methods will not yield meaningful or comparable results for all products in scope. We propose the use of just one methodology in order to provide consumers with meaningful information and ensure proper comparability of different products. Forward-looking stochastic modelling is the most suitable option for determining the risk/reward indicator for such a broad range of products from different sectors. When establishing uniform rules, it is important that all details are prescribed on the EU level as far as possible, including models and parameters. This would enhance the comparability of the PRIIPs and lead to legal certainty. The forward-looking stochastic modelling approach was already suggested in the Technical Discussion Paper. The current proposal is a step backward.

While stochastic modelling is very well suited to derive a risk indicator it cannot be used to make absolute long term predictions for future performance. Therefore it is not suited for performance scenarios. What-if scenarios with prescribed scenarios are much better suited for retail investors. It is important that the retail investors understand the performance scenarios. Therefore, deterministic modelling with a selection of suitable scenarios is preferable to illustrate possible pay-outs. It is important not to give the impression that the performance scenarios can predict the future. We consider it misleading to label them. It is better to give a range of scenarios without assigning probabilities to them. The higher the MRM the broader the range of scenarios should be to illustrate the higher uncertainty for customers.

We welcome the use of RIY as the cost indicator: it is in our experience the most versatile, robust and comprehensible cost indicator. The RIY cost indicator should be the focus of the costs section. The level 1 requirement for monetary amounts should be met by showing annualized monetary amounts as additional data. Just summing up the monetary amounts over the holding period leads to values that are difficult to interpret and compare for the average retail customer especially for long term products.

Premiums for protection against biometric risks are not costs. It is not appropriate to include the biometric risk premiums in the cost indicator. The retail investor receives insurance benefits in return for these premiums. Risk premiums should be shown in context with an explanation of the risk cover and not in the cost section.


The current draft RTS needs substantial revision in order to provide consumers with meaningful information and ensure proper comparability of different products. This is especially true for the MRM methodology. We therefore strongly suggest a one-year extension of the implementation deadline in order to provide the ESAs with time to improve the methodologies to better fulfil the requirements of the regulation of comprehensibility and comparability for retail customers and to allow the industry to effectively implement the KID.
<ESMA_COMMENT_ PRIIPS_1>


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

<ESMA_QUESTION_PRIIPS_1>
It is important that the comprehension alert is used with a sense of proportion. Otherwise it would lose its impact.
The ESAs are not empowered to provide RTS on Recital 18. Where guidelines are necessary to complement the criteria set out in Recital 18 these should be left to national supervisory authorities, since the many products vary between member states.
<ESMA_QUESTION_PRIIPS_1>


Question 2
1. 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?
2. 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?

<ESMA_QUESTION_PRIIPS_2>
Generally speaking the assumptions are realistic amounts. Instead of using 1.000 € per annum it would be preferable to use 1.200 € per annum. For products with monthly payments this would imply a monthly premium of 100 € instead of 83,33 €.

However it has to be noted, that premiums and costs do not have a linear correlation for all products. This is especially the case if there is a fixed cost component. For insurance products usually the amount is chosen by the customer. Unfortunately customers tend to assume linear dependencies between values, which can be misleading. Thus it would be preferable to generate individual KIDs. Only in cases where this is not possible should standardized amounts be used. 

The same holds for the term. The correlation between the term chosen by the customer and the costs is not linear. Therefore it can be misleading to use standard terms instead of individual terms. However if individual data cannot be used there should be a standard to allow comparability. Here it is important to use realistic values. Terms of 30 years reflect the market better than the 10 years which are mentioned in the RTS draft. E.g. in the German market there are many products which are not sold with terms shorter than 12 years.
<ESMA_QUESTION_PRIIPS_2>


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? 

<ESMA_QUESTION_PRIIPS_3>
It appears neither necessary nor beneficial in any way, to split the products into five different categories each with its own methodology for the MRM. We strongly fear that the mixture of qualitative and quantitative methodology as well as the use of different ways of using past performance will lead to inconsistent results which are not comparable to each other. Comparability is one of the major goals of the level1 text.

Products can be shifted from category II to III by adding product features which do not significantly alter the risk, e.g. an out of the money guarantee feature. However Cornish-Fischer and bootstrapping deliver different results when the distribution is far from a transformed normal distribution. It cannot be assumed that only products with transformed normal distributions fall into category II.  

This is made worse by the use of a point estimate like VaR. For products with rare events these will show up in Cornish-Fisher but not in VaR derived by bootstrapping. VaR has its uses for the normal distribution. But many insurance products do not have a normal distribution of risk. Therefore a risk measure which shows the extent of risk that is to be expected when some critical threshold is breached is much better suited for the product scope. For instance the conditional tail value at risk is a risk measure that would lead to better results but is not harder to implement.

While the bootstrap methodology is preferable to Cornish-Fischer, it depends too much on the respective single historical path. This allows cherry picking and will lead to products designed to do well for the recent past. However this is no indication that they will do well in the future. A real forward looking simulation approach is much better suited for testing products in a multitude of really different scenarios. This would also be easier to apply to products which are not market traded.

Additionally the following aspects are conspicuous when looking at the different categories:

The five year limit for guarantees in category I appears to be completely arbitrary. In general it would be preferable to have one common quantitative method to assign risk classes to all products. As pointed out above we consider a forward looking model to be the methodology best suited for the wide product scope.

There is no real description of methodology for category IV in the RTS. This makes it hard to assess category IV. However we are convinced that especially the MRM methodology for category IV products would benefit if a forward looking simulation approach were used for all categories.
<ESMA_QUESTION_PRIIPS_3>


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. 

<ESMA_QUESTION_PRIIPS_4>
There is no right confidence interval for the huge variety of products in scope. Regardless of the confidence interval VaR only represents one point of the distribution. There are better risk measures like CTE, TVaR, ES etc. which represent a larger area of the distribution and are therefore better suited to differentiate between different products, especially those products which have a guarantee or a very skewed distribution for some other reason.
Furthermore VaR is numerically instable, i.e. results change dependent on actual implementation. E.g. a different set of random numbers in the bootstrapping approach can significantly change the result.
An example where VaR is basically blind would be this: two variable annuity products with the same guarantee but one with a very save underlying one with a very risky underlying. VaR will just show the guaranteed value misleading customers to believe the products have the same risk.

VaR is usually only used if the distribution is close to a normal distribution. This cannot be assumed for all products in scope.
<ESMA_QUESTION_PRIIPS_4>


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?

<ESMA_QUESTION_PRIIPS_5>
Yes, they should be taken into account as a mitigating factor. The how depends on the guarantee scheme since they are different in each member state. If there is a full guarantee (especially if it is backed by the state) it should completely mitigate the credit risk.
It would mean an un-level playing field if only mitigating factors were considered that are standardised across the EU. The insurance sector should not be deemed more risky in general just because insurance guarantee schemes are regulated on a national level.
<ESMA_QUESTION_PRIIPS_5>


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?

<ESMA_QUESTION_PRIIPS_6>
Customers will often assume that a higher risk comes with the possibility of a higher reward. If manufacturers could just increase the SRI this might mislead the customer into thinking there is a higher possible reward than there actually is. With a well-conceived SRI methodology there should be no need to increase the SRI.
<ESMA_QUESTION_PRIIPS_6>


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?

<ESMA_QUESTION_PRIIPS_7>
Long term products often have mitigating factors like a guarantee scheme or a segregated account. It is important that these mitigating factors are taken into account. Long term products should not be seen as being risky per se.
<ESMA_QUESTION_PRIIPS_7>

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. 

<ESMA_QUESTION_PRIIPS_8>
We consider the whole MRM methodology to be incompatible with level 1 comparability requirements (cf. question 3). Since the methodologies for the different categories do not lead to comparable results for all products, it is impossible to map them onto one scale in a meaningful way. The problem is enhanced by the choice of VaR as a risk measure. As we have pointed out in our reply to question 4, VaR is of limited use for some of the products in scope.

The scale can only be evaluated once there is a methodology in place which delivers comparable results. Once that is achieved the MRM scale should be adjusted using paradigmatic products which are judged to have distinctive differences in risk.

When integrating credit risk into the SRI it is important not only to take credit risk ratings into account but to also consider mitigating factors. For instance insurance products have a segregated account which at least fulfils the requirements of  Solvency II Art. 275(1)(a)). Actuarial prudency assumptions and Solvency II requirements lead to adequate reserves so that liabilities can be met. If all else fails there are often insurance guarantee schemes in place.
<ESMA_QUESTION_PRIIPS_8>

Question 9
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?

<ESMA_QUESTION_PRIIPS_9>
The 5 year tenor appears rather arbitrary. It is also not generally true that market risk increases with longer tenors. However we strongly suggest not to mix quantitative and qualitative methodologies. We propose the use of one common quantitative methodology which is suitable for all products (cf. question 3).
<ESMA_QUESTION_PRIIPS_9>

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? 

<ESMA_QUESTION_PRIIPS_10>
In the RTS segregated accounts are only mentioned in the context of UCITS. However insurance products have a segregated account which at least fulfils the requirements of  Solvency II Art. 275(1)(a)). This should be also a mitigating factor equivalent to that for UCITS segregated accounts. Often there is also the requirement of an independent trustee safeguarding the segregated account. 

Also insurance guarantee schemes should be considered a mitigating factor. If there is a full guarantee (especially if it is backed by the state) it should completely mitigate the credit risk.
<ESMA_QUESTION_PRIIPS_10>

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? 

<ESMA_QUESTION_PRIIPS_11>
Only if the customer has to carry the credit risk of the underlying investment.
<ESMA_QUESTION_PRIIPS_11>

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?

<ESMA_QUESTION_PRIIPS_12>
It would be difficult to integrate currency risk into the SRI in a meaningful way. However if there is a currency risk this should be pointed out to the customer in the narrative of the risk section of the KID.
<ESMA_QUESTION_PRIIPS_12>

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? 

<ESMA_QUESTION_PRIIPS_13>
The level 1 text explicitly intends one summary indicator (Article 8(3)(d)). For products with fixed terms the risk at maturity is the most relevant in pre-contractual information. If the customer wanted a different term he or she could take out the product with a different term in the first place. For products with fixed terms there is a difference between different terms and surrendering before maturity. This would be impossible to account for in a single indicator. If several indicators were to be shown it would be more relevant for many customers at the pre-contractual stage to show the risk indicator for different terms instead of different phases of just one term. The consequences of early surrender already have to be shown in a different section according to Article 8(3)(g)(iv).
 
The level 1 text also asks for a narrative indicating the limitations of indicator. If the risk differs significantly during the term this should be pointed out in the narrative.
<ESMA_QUESTION_PRIIPS_13>

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.

<ESMA_QUESTION_PRIIPS_14>
Performance fees often depend on outperforming of a benchmark, this could also happen in unfavourable scenarios, e.g. the product has a yield -10% but the benchmark performs with -20%, i.e. 10% outperformance which could lead to a performance fee. 
It is important that the rules of the performance fee are made transparent. It is not safe to assume that performance fees only occur in favourable scenarios.
<ESMA_QUESTION_PRIIPS_14>

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? 

<ESMA_QUESTION_PRIIPS_15>
Graphic representation can be misleading for long term products with fixed terms. It could give the false impression that these products were designed to be redeemed at any point in time. For products with fixed terms there is a difference between different terms and surrendering before maturity. At the pre-contractual stage it would be more meaningful to inform customers about different terms. The information on early surrender consequences already has its own section (Article 8(3)(g)(iv)). This information should not be multiplied in the KID which is intended to be concise.

We propose the use of prescribed performance scenarios to facilitate comparability. An even number of scenarios would be preferable to the three proposed ones. The middle one will be mistaken for the best prediction of future performance by many retail customers. Although it should be common knowledge that the future cannot be predicted it sadly is not. It is our experience that it can be misleading to label the different scenarios. 
The main purpose of performance scenarios is to show a possible range of outcomes. It could be helpful for retail customers if the range became broader with increasing MRM.

We are opposed to see biometric risk covers like death benefits as a performance feature. Biometric risk cover is no investment. There is no performance to be measured. Its benefit lies in providing protection, e.g. in the case of a death benefit in providing an income for dependent survivors.
<ESMA_QUESTION_PRIIPS_15>

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?

<ESMA_QUESTION_PRIIPS_16>
 The whole methodology for measuring transactions costs appears overly complex. It would be preferable to have a simpler methodology as was proposed in the previous consultation paper, based on approximating transaction costs via standardized tables for all transactions.
<ESMA_QUESTION_PRIIPS_16>


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)

<ESMA_QUESTION_PRIIPS_17>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPS_17>

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)?

<ESMA_QUESTION_PRIIPS_18>
The sum of costs should always be shown in annualized form in order to facilitate comparability. Otherwise the average retail customer would have difficulties when trying to compare products with different holding periods. Only annualized costs are comparable across the PRIIPs scope in a consistent and meaningful way. Furthermore products with longer holding periods would appear more expensive if the costs were not shown in annualized amounts even when they are cheaper. 

It is also important to consider discounting effects to account for the compound interest effect. Otherwise there would be no level playing field for long term products as average retail customers might find high numbers and compound effects misleading.
<ESMA_QUESTION_PRIIPS_18>

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?

<ESMA_QUESTION_PRIIPS_19>
We welcome that the ESAs recognize in the draft RTS that aggregating costs and the biometric risk premium would be inappropriate. To equate costs and biometric risk premiums is not only wrong from the actuarial standpoint but is also misleading for customers. Biometric risk premiums are the equivalent value for the insurance cover and insurance benefits the policyholder receives. They are not costs of the investment. In order to enable customers to compare different products it is important that the difference between the costs of the investment and the price of the risk cover is made transparent. Otherwise a meaningful comparison between products with and without risk cover or products with different risk covers would not be possible. This would create an un-level playing field for insurance products.

Therefore we propose to disclose the biometric risk premium as a whole but not in the costs section but separately. Preferably in the section “What is this product?” together with a qualitative description of the risk cover. Level 1 states that under the section titled "What are the costs?" the costs of the invesment should be shown. Thus it seems straightforward that the biometric risk premium should be shown somewhere else as it is not an investment but risk cover.

The proposed methodology of determining the difference between the actual biometric risk premium and the “fair value” does not lead to meaningful results for retail customers. It is not clear how a retail customer should comprehend this number. 
Fair value is a term from accounting. It has no clear definition when used on a single contract from a customer perspective. The fair value would depend on several individual factors of the customer, e.g. age, health status, etc. – leading to different “costs” for different customers. Furthermore the difference between fair value and actual premiums mostly consists of an actuarial fluctuation reserve not costs. This would have to be removed by taking risk profit sharing into account. The resulting amount would usually be very small or even 0. This value is definitely not a cost of the investment. 
<ESMA_QUESTION_PRIIPS_19>



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 “What is this product?” section, 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? 

<ESMA_QUESTION_PRIIPS_20>
The biometric risk premium should be disclosed as a whole but not in the costs section but separately. Preferably in the section “What is this product?” together with a qualitative description of the risk cover. Level 1 states that under the section titled "What are the costs?" the costs of the invesment should be shown. Thus it seems straightforward that the biometric risk premium should be shown somewhere else as it is not an investment but risk cover.

The separation of the biometric risk premium into different parts does not result in meaningful information for the retail customer, cf. question 19. This would be neither meaningful nor comprehesible.
<ESMA_QUESTION_PRIIPS_20>

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?

<ESMA_QUESTION_PRIIPS_21>
Euro values only appear more comprehensible at first sight. They are often misleading as they are not always scalable (e.g. if part of the costs is fixed amount) and are therefore not comparable for the average retail customer. In order to compare products with different terms or different premiums / investments amounts customers would have to convert the monetary values into percentages themselves. This is much harder than just comparing percentage figures that are provided in the KID. If all the percentage values in the presentation have the same reference value customers can simply compare the numbers without any need to understand the calculation of the numbers.
The percentage values are much better comparable and lead to a better understanding in the end even if they appear more confusing at first sight. To compare the percentage figures customers do not need to understand percentage calculation. They just have to compare the numbers since the numbers would all be presented as a reduction in yield, making further calculations unnecessary. We are convinced that monetary values only increase the subjective understanding but that the RIY information leads to better objective comprehension.

Therefore we do not support the format of presentation which is suggested in the RTS. The overreliance on monetary values leads to poor comparability in our experience. Furthermore we are surprised to see costs for intermediate holding periods. This is not mentioned in the level 1 regulation. For long-term products with fixed terms the intermediate stages of 1 and 3 years make no sense. It could give customers the wrong impression that the product is meant to be redeemed at these stages. Especially for products with current premiums it would mean that the sum of premiums expected to be paid until that point in time would also have to be shown in order for the information to have any meaning. This would blow up the table further. This is not the right format for a concise information document.
<ESMA_QUESTION_PRIIPS_21>


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?

<ESMA_QUESTION_PRIIPS_22>
No, the breakout table has limited value anyway. The main focus should be on the RIY, this is the only comparable, transparent and comprehensible indicator. A graphic presentation would just take the focus away but does not help to give a deeper understanding of costs. It might be more engaging for customers at first sight but does not help in comparing different products. 
Taking the focus away from the cost indicator might lead to confusion and information overload. We propose to reduce the costs representation as much as is compatible with the level 1 requirements, i.e. focus on RIY and show annualized monetary amounts as additional data. In our experience, adding more details quickly leads to a deterioration of comprehensibility and comparability for the average retail customer.
<ESMA_QUESTION_PRIIPS_22>

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 ‘moderate‘ scenario, which would be used for the calculation of the total costs. Do you believe that this additional information should be included in the KID?

<ESMA_QUESTION_PRIIPS_23>
Taking the focus away from the cost indicator might lead to confusion and information overload. We propose to reduce the costs representation as much as is compatible with the level 1 requirements, i.e. focus on RIY and show annualized monetary amounts as additional data. In our experience, adding more details quickly leads to a deterioration of comprehensibility and comparability for the average retail customer.
<ESMA_QUESTION_PRIIPS_23>



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? 

<ESMA_QUESTION_PRIIPS_24>
Taking the focus away from the cost indicator might lead to confusion and information overload. We propose to reduce the costs representation as much as is compatible with the level 1 requirements, i.e. focus on RIY and show annualized monetary amounts as additional data. In our experience, adding more details quickly leads to a deterioration of comprehensibility and comparability for the average retail customer.
<ESMA_QUESTION_PRIIPS_24>

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?

<ESMA_QUESTION_PRIIPS_25>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPS_25>

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?

<ESMA_QUESTION_PRIIPS_26>
We favour a short presentation. Taking the focus ways from the cost indicator might lead to confusion and information overload. We propose to reduce the costs representation as much as is compatible with the level 1 requirements, i.e. focus on RIY and show annualized monetary amounts as additional data. In our experience, adding more details quickly leads to a deterioration of comprehensibility and comparability for the average retail customer.
<ESMA_QUESTION_PRIIPS_26>

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.?

<ESMA_QUESTION_PRIIPS_27>
We favour a short presentation. Taking the focus away from the cost indicator might lead to confusion and information overload. We propose to reduce the costs representation as much as is compatible with the level 1 requirements, i.e. focus on RIY and show annualized monetary amounts as additional data. In our experience, adding more details quickly leads to a deterioration of comprehensibility and comparability for the average retail customer.


However, if a split was to be made we would prefer if it were based on a decomposition of the RIY. If all costs were presented differently they would be harder to understand and to compare for the average customer. Transferring costs from one format into the other requires a level of understanding that the average retail customer does not possess.
<ESMA_QUESTION_PRIIPS_27>

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.

<ESMA_QUESTION_PRIIPS_28>
Detailed prescriptions lead to better comparability for customers and higher legal certainty for manufacturer. This should always be an important factor when deciding on methodology.
<ESMA_QUESTION_PRIIPS_28>
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