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Risk Profiling in e-AMIS

Under the rules of professional
conduct and other legal require-
ments, asset managers are obliged
to keep minutes of the investment
advice they provide to clients and
draw up a profile describing clients’
risk capacity and risk qualification.
The asset manager uses this risk
profile as a basis for defining and
continuously monitoring the client’s
investment strategy. The entire
process is modelled in e-AMIS.

LEGAL PRINCIPLES

Switzerland

- The revised circular '‘Guidelines on asset management' issued by the Swiss Financi-
al Markets Authority (FINMA) on 1 July 2013 sets minimum standards for aspects
such as the duty of investigation (client's risk profile), information requirements (risk
disclosure) and due diligence obligations (updating the client's risk profile)

- The revised Collective Investment Schemes Act (CISA): As of 1 January 2014, all
financial service providers offering their clients collective investments (funds) must set
out the reasons for their (buy) recommendations in a written report or 'investment
advice minutes'

- Stronger investor protection will be provided by the new Financial Services Act
(FIDLEG) and the Financial Institutions Act (FINIG), due to come into force on
1 January 2020.

Germany, European Union

- Requirements for investor protection (including the obligation to document advice)
pursuant to the Securities Trading Act (WpHG) in the version published on 9 Septem-
ber 1998 (Federal Law Gazette BGBI. | S. 2708), last amended by Article 2 para. 37
of the Law of 1 April 2015 (BGBI. | S. 434)

- Strengthening of investor protection with the passing of the European Market in
Financial Instruments Directive (MiFID) Il into national law, entry into force on 2 July
2014, to be applied from 3 January 2018

IMPLEMENTATION IN e-AMIS

In e-AMIS, the investment advice minutes and client profile can be recorded and saved
electronically. When creating the client profile, the first step is to define individual
guestionnaires that can be used as a template for the profile. Here different profile
templates can be allocated to different client groups or selected automatically by the
system depending on the respective classification of clients. On top of that, several types
of profile templates can be created in order to set up profiles for different purposes, such
as Know Your Customer (KYC), risk profile, etc.

There is also an option for the replies from clients previously entered in the system when
creating client profiles to be translated into a client risk classification (using a configurable
formula) in the form of a score. On this basis, a proposal for the investment strategy can
then be produced (Fig.1). The client relationship manager can subsequently accept this
proposal or agree a different investment strategy with the client. Both the investment
strategy proposal and any other agreed investment strategy (Fig. 2) are then stored,
together with the replies in the client profiles, and are available for client reporting, along
with other reports such as the list of assets, investment proposal, etc.



RISK PROFILING IN e-AMIS

The same functionality is also available for purely prospective clients, or 'prospects'. After
initial discussions with prospective clients, all the data is as usual retained in e-AMIS so
that it does not have to be entered again later on, and the actual investment process
can go ahead at any time. Not only the client profiles can be saved, but also electronic
documents such as scanned copies of passports or agreements, with all the information
relating to that client stored centrally. During this process, individual documents can be
marked 'confidential’ so as to limit access to sensitive data to specific employees.

Due diligence obligations call for regular monitoring of client profiles and investment
strategies. If the client’s circumstances change or the client wants to adopt a different
investment strategy, new versions of the client profile can be produced. The previous
versions are not deleted, but stored as client history in e-AMIS.
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Fig. 1: Questionnaire, with replies, and investment strategy proposal



MONITORING THE RISK CLASSIFICATION OF CLIENTS

The client's risk classification based on the replies provided to the questionnaires For further information, please contact
is stored in e-AMIS alongside other client data and can be used to check investment

restrictions. This means that client risk classes can be compared with the risk ratings of Dr. Frank Jenner

financial instruments, thereby avoiding investments in disallowed financial instruments. Management Board

Portfolio holdings can be checked either ex-post manually or automatically to make sure +41 44736 47 47

investment limits are complied with (Fig. 3). Ex-ante checks by investment compliance frank jenner@profidata.com

before performing portfolio rebalancing are also possible.

CONCLUSION

Configurable questionnaires make it easy to produce client profiles, link them to additional
documents and store them in the system. The replies to the questionnaires automatically
result in risk classification and investment strategy proposals for the client. Checks on
investment limits then allow subsequent monitoring of investments to make sure they are
compatible with the client’s risk rating.

The risk profiling offered by e-AMIS provides asset managers with optimal support both
in the advisory discussions and during the entire investment process.

Agreed strategy as of 02.03.2019

Aagriwd stratiecy Sarrphi Barke Swria Frarve/Private Chants Growth
Duefired riske s Migh Risk level - 4
All ion by | gory groups All=caion by Country groups

2%

Switrmrland
I ciquistymm mesments N
W% — ™ e % [l fuope
Bonis ared shmilar prodicts - r
pery - Lhares and airilar presuch - H
Fig. 2: Report on the agreed investment strategy
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Fig. 3: Investment compliance check to ensure compliance with risk classification
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