
 
 
 
 
 
 
 
 
 
 
 
 
 

 

RTS update for PRIIPs: Preparing for 2022 
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INTRODUCTION 
Since the very first discussion paper on PRIIPs in 2014, an avalanche of documents on this 
regulatory topic saw daylight: consultation documents (2019, 2018), consumer testing (2019 
and 2015), technical standards (2016 and 2018) and a set of Q&A-releases (2017, 2018 and 
2019).  

With the current format of the KID being far from perfect, a review of the PRIIPs Delegated 
Regulation (RTS) was launched by the European Supervisory Authorities (ESAs) in 2019 to 
address the main technical issues that emerged during the first years of application.  

We were all surprised on July 20th, 2020 to witness the ESAs “to agree to disagree”. This was 
the first time that the ESAs have failed to endorse their own Regulatory Technical Standards 
(RTS). Some members at the EIOPA board called for (1) a broader review of the PRIIPs 
Regulation (Level 1) and (2) for a more comprehensive analysis of certain issues related to 
the comparability of similar investment products.  

In an effort to move away from the impasse, the European Commission confirmed to the 
EIOPA board that the new Capital Markets Union action plan, and in particular the retail 
investment strategy, which is due in 2022, can serve as the basis for a holistic review of the 
PRIIPs Regulation. In the same letter, the Commission also stressed that, in the meantime, 
urgent amendments need to be made to the RTS and – in case the ESAs would not deliver 
within 6 weeks – it reserved the possibility to take things in its own hands… 

Some pressure never hurts and since last week, the new proposal drafted by the European 
Supervisory Authorities (ESAs) is available on ESMAs website (http://bit.ly/3js6juL). In the 
revised RTS, some items have been replaced, whereas others were amended and some new 
elements have been added. An example of a new addition, is the brand-new Annex VIII which 
deals with the presentation of past performance. This revised RTS answers a lot of questions 
and adds clarity. But it is already clear today that another review is already on his way…  

MAIN CHANGES TO THE EXISTING RTS 
CALCULATION METHODOLOGY  
Changes have been added regarding the calculation of the performance scenarios. The 
existing framework produces unstable numbers and is suffering from a pro-cyclical behavior. 
At the same time the ESAs will impose in the new RTS more prominent warnings on the 
outcome of these scenarios.  

COSTS STRUCTURE  
The breakdown of the costs and their presentation has been reviewed and amended. 

MULTI-OPTION PRODUCTS  
Some refinements have been added 

TRANSACTION COSTS  
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The ESAs stick to the arrival price methodology for the calculation of transaction costs. But 
have at the same time created an opening for smaller funds with less transactions to opt for 
the half-spread method (a.k.a new-PRIIPs method) 

In this white-paper we will provide a summary overview of the proposed changes in the 
different articles in regulation for EU 2017/653 combined with a description of the changes 
in the supporting Annexes of the PRIIP regulation. 

PROPOSED CHANGES TO THE RTS 
Several amendments where made to the different chapters of the regulation. 

THE "NEW"  KID 
Several articles in Chapter I of the regulation were reviewed and changed. The main topic of 
Annex I deals with the content and presentation of the Key Information document (KID). Each 
of the components of the KID corresponds to an article in EU 2017/653. The following 
amendments have been drafted: 

Article 1 General information section 

• For UCITS and AIFs, more information regarding shareclasses and/or 
compartiments has to be added. 

• Information on authorisation details. 

 

Article 2 What is this product ? 

This section of the KID has been provided with extra disclosure requirements. The most 
important ones are: 

• The use of a benchmark and the degree of freedom in the management of the 
portfolio with respect to this benchmark has to be disclosed. This paragraph 
brings the current version of the PRIIP KIDs much closer to UCITS KIIDs. 

• Some minor elements such as dividend policy are to be included. 
• A disclosure has to be inserted regarding the categories of eligible financial 

instruments that are being invested in. An important provision is contained in the 
(new) paragraph 2b which requires a disclosure regarding the issuing bodies of 
the debt instruments in the portfolio. Are these issued by corporate bodies, 
governments,...? 

• For structured products a clear and simple explanation has to be provided 
regarding the payoff structure and the different factors that will impact the 
performance.  

• For PRIIPs that are either a UCITS or an AIF, extra information has to be added for 
every member state where the PRIIP is marketed: name of the depositary, 
reference regarding where and how further information such as a prospectus can 
be obtained and a reference as how to obtain the latest price of the unit. 

 

Article 5 What are the costs ? 
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• The KID should carry a warning regarding additional costs that may be charged 
by persons selling the PRIIP or advising on the sale of the PRIIP 

 

Article 8 Other relevant information 

• A link to a website or reference to a document has to be provided where investors 
can find the past performance of the PRIIP. The presentation of the past 
performance requires a bar chart. The formal requirements of such a bar chart 
are described at length in Annex VIII of the draft RTS. Note that this past 
performance is only required for Category 2 PRIIPS that are UCITS funds, open-
ended AIFs or unit linked Insurance products. 

• The number of years for which past performance is available has to be disclosed. 

DEALING WITH SHARE CLASSES  
Chapter II introduces some changes for PRIIPs offering a wide range of investment options. 
(Multi Option Products). Article 13 and 14 were completely replaced by a new text and 
different wording. At the same time a new chapter was introduced: Chapter IIA. This new 
chapter could make the life of PRIIP-manufacturers somewhat more easier. Indeed it seems 
no longer to be a requirement to deliver a KID for each of the share classes of a UCITS or AIF. 
The draft RTS allows for a combination into a single KID document. In this case the PRIIP 
manufacturer will have to choose a so-called "reference share class". Reference to this share 
class will have to be made into the "What is this product" section. 

CROSS REFERENCING  
The draft RTS requires an adequate amount of information to be inserted into the KID. 
Without any doubt, this was a serious challenge to the 3-page constraint on any key 
information document. The newly inserted chapter IVa allows the use of cross-references to 
other sources of information. 

PROPOSED CHANGES IN ANNEXES 
The Annexes to the regulation have also been reviewed by the ESAs. Some annexes are new, 
while others were completely replace or amended: 

New Annex Amended Annexes Replaced Annexes 

VIII Presentation of past 
performance 

II Risk Methodology 
(Calculation of VEV, 
MRM, SRI,...) 

I KID Template 

  III Presentation of SRI IV Performance 
Scenarios 
(calculation) 

  VI Calculation of Costs  
(transaction costs,...) 

V Performance 
Scenarios 
(presentation) 

    VII Presentation of Costs 
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KID  TEMPLATE  
This section (Annex I) of the previous RTS is replaced by the new draft. There is for example 
stricter guidance on some sections of the key information document. The product section of 
the key information document now also can refer to the member state where the PRIIP is 
authorised. The "Other relevant information" section can refer to the past performance of 
the PRIIP.   

CHANGES TO R ISK CALCULATIONS &  PRESENTATIONS  
The main change in the calculation of the SRI comes from the addition of point 52a into Annex 
II. This point allows  the PRIIP manufacturer to over-rule the calculated SRI score if deemed 
necessary. The PRIIP manufacturer may indeed increase the calculated SRI score if this is 
considered not to adequately reflect the true risks of the instrument. 

The warning below the SRI-score regarding liquidation before the recommended holding 
period is extended to illiquid PRIIPS (point 3 - Annex III). 

 

TRANSACTION COSTS  
Several changes were added into Annex VI. We will only cover in this summary the proposed 
changes on transaction costs. Transaction costs are split into explicit and implicit costs. The 
explicit costs are for example: brokerage fees, market taxes, stamp duty,... Nothing new here. 
The updated draft RTS seeks however from the PRIIP manufacturer a calculation of the 
aggregate explicit costs over the previous three years. This aggregate number shall be 
expressed as an annual percentage of the net asset values. This will be the minimum number 
to be disclosed (point 8a). As such explicit costs become a proper floor in the aggregate 
calculated transaction cost number. Even the application of a dilution levy cannot take the 
transaction costs below the aggregate value of the explicit costs. 

The mechanism of the arrival price remains largely unchanged. Indeed points 12 and 13 of 
Annex VI remain standing in their current wording without any change whatsoever. There 
are some refinements in the use of a justifiable independent price in stead of having to use 
the opening price or the previous day closing price.  

An important addition concerns the calculation of transaction costs for OTC instruments. This 
was lacking in the original RTS. In a situation where the fund manager had sourced several 
bid and offer prices from different sources, this information can now be used to calculate the 
arrival price. 

A new paragraph (point 23a) has been added. It is an important addition because it states 
that the half-spread method can be used in the following cases: 

• PRIIP with a low number of transactions over the previous three years 
• The total value of the trades is very small compared to the net asset value of the 

PRIIP 
• The estimated total transaction costs are small compared to the total costs 
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For the moment no real thresholds have been proposed. UCITS funds1 however can fall back 
on the method described in Article 21 of current RTS. This describes the methodology for 
PRIIPS that have been operating less then 3 years. An approach where the half-spread 
method can be used in the calculation of the transaction costs. Etiher on a stand-alone basis 
or combined with actual transaction costs. 

 

PERFORMANCE SCENARIOS (CALCULATION) 
For category 2 PRIIPs, the proposed calculation differs in three points from the current RTS: 

1. No formula-based calculation of the favourable, unfavourable and moderate 
scenarios 

2. The returns are based on a period of historical values. This is the historical period 
(HP) from which the performance numbers are to be derived.  

3. The length of HP depends on the recommended holding period RHP of the PRIIP 

The following rule applies for the calculation of the scenarios: 

• If the RHP is less than 5 years: calculate the return using an set of historical prices  
(HP) equal to 10 year. 

• In all the other cases use a value for HP equal to RHP + 5 years. 

Once the HP is determined, a set of performance numbers is calculated. Each performance 
number is based on a sub-interval equal to the RHP of the PRIIP. From these overlapping 
subintervals, a set of performance numbers is obtained. The worst performance is 
considered the unfavourable scenario, whereas the best performance is the favourable 
scenario. The moderate scenario is set equal to the median value. The only formula-based 
scenario is the stressed-one, but with the explicit constraint that the stressed scenario can 
not lead to a better result than the unfavourable scenario. 

 

Of course there are going to be situations where the PRIIP does not have the requirement 
amount of at least 10 years of data. In this case a benchmark (proxy) can be used to 
supplement the values of the PRIIP. In any case, if a PRIIP is making reference to a benchmark 
in the "What is this product" section, then this benchmark will have to be used in the 
calculation of the performance scenarios.  

An important change is the fact that the draft now deals with the appropriateness of 
benchmarks and proxies used in the calculation of the performance scenarios. Criteria have 
been provided in the RTS to assess the suitability of a chosen proxy. Some critera are 
volatility, geographical exposure, sector allocation, liquidity, ... 

In the particular case where even the benchmark does not have the required amount of data, 
the draft RTS prescribes the use of benchmarks of Regulation (EU) 2016/1011 
(http://bit.ly/3jsaDde). PRIIP manufacturers shall use the benchmark that meets closest the 
asset mix of the PRIIP. 

 

1 Until 31 December 2024, which covers the first 3 years of the implementation of the RTS on 
January 1, 2022. 
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PERFORMANCE SCENARIOS ( INTERMEDIATE PERIODS) 
The scenario outcomes have to be published in the key information document as an 
annualized percentage and in amount. These figures are now to be rounded to the nearest 
10 EUR or relevant currency. 

The intermediate periods differ from the current RTS. As long as the RHP is between 1 and 
10 years, only a scenario for the first year and the recommended holding period have to be 
calculated and published. For PRIIPs with a recommended holding period longer than 10 
years, an additional intermediated scenario has to be calculated: half of the recommended 
holding period rounded up to the end of the nearest year, 

 

PRESENTATION OF PAST PERFORMANCE  
Annex VIII is brand new. It is an addition to current RTS and specifies the way past 
performance has to be calculated and presented. No big surprise for those coming from a 
UCITS KIIDs environment where bar charts are used. The performance charts have to take 
into account reinvested dividends, provide a clear presentation of the performance and 
deliver extra disclaimers in case there is insufficient data. 

UCITS  D IRECTIVE 
 

To avoid the co-existence of the PRIIPs KID and the UCITS Key Investor Information Document 
(KIID), the ESAs recommed in their Final Report to amend the UCITS Directive so that UCITS 
managers no longer have to provide a UCITS KIID to retail investors. 

WHAT 'S NEXT 
 

When the new RTS is adopted by the European Commission, the next moving target to watch 
will be the UK. Similar to many other elements of EU legislation, the EU PRIIPs Regulation 
regime will transpose into UK law at the end of the Brexit transition period so that it becomes 
part of what is known as the UK's "retained EU law". Following the end of the Brexit transition 
period, the Financial Services Bill (Oct 2020) will lead to amendments to the UK PRIIPs 
regulation. 


