Risk lllustrations - Capacity For
Loss
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Complete the capacity for loss questions below to audit the discussion around whether committing
to an extended term is appropriate for your client.
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N | Tem of investment Initial Amaunt Growth Basis Total Solution Cost Investment Risk Category ~ Objective Risk Category Expected Outcome (Mean Gain) | |
10 Years £200,000.00 Withut infiation 1.40% Balanced (Low End) Moderatey Cautious (High E... £367,11303 or 57.63%
Regular Contribution Regular Witndrawa Rebalanced Annually Potential First Yezr Loss Investment Scenzrio Pathway Lowest Outcome (Min, Gain)  Highest Outcome (Vax, Gain)
£200.00/ pm £50000/ pa Yes 14.88% or £30,04272 Vanguard LifeStrategy 60% Equity A Shares Acc @ £204595.00 or -6.44% £575,153.00 or 16435
N
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Capacity For Loss Confirmation of Capacity for Loss using the

Moody's ‘Value at Risk' Measure
Use the Capacity for Loss Questionnaire to audit the discussion around whether committing to an extended term is appropriate for your client v -

A Ciient should not be exposed to risks they o ot
It will not be appropriate to commit the client to long term savings if they cannot commit to leaving the funds invested long tem. understand, nor are “willing and able to take".

The Moody’s research Investment Item calculates a ‘min gain®
value for the investment scenario which are displayed in
question 6.

My Client wil need to start spending the investment return at the following
paint in the future.

| 10to 14 yrs ‘ 15t0 19yrs |

The ‘min gain'is a stochastic value from the Moody's

My Cllent dossn't have any Significant outstanding Gebts and coSsN't expect Analytics researchinvestmentitem and indicates the extent of
2 toincur any during the period of the investment(eg, marigage or cre l Strongly Disagree ‘ Dissgree ‘ NoOpinion | Agree ‘ Strongly Agree I losses expected in a bad year, defined as the worst
cards). — — - performing year in a 20 year term or a 5% probability.
Advisers should use the ‘min gain' to quantify possible losses
s My Cllent’s spouse, partner o family member s ke’ to be able and wiling l I ‘ ‘ o | N ‘ I I i the short tem 2nd make 2 judgement as to whether losses
- # . strongly Disagree lo nion gree strongly Agree .
10 5Upport them financially I circumstances require. ey b “ eyae are afforozole 1o the Client. A Cliant who is unprepared for
Ioss is licely to sell up and Cystalise losses, forgoing the
. It Would be relatively easy for my Client to Cut expenaiture In retirement It l cpportuntty to recover.
- Strongly Disagree NoOpinion | Agree | StronglyAgres
circumstances require. The longer money can be invested, the better the returns are
Iikely to be. Capacity for Loss increases with term, so
s My Cllent Is flexible about their Investmant norizon. They could wat before - extencing and recording a client’s commitment to tneir
: using their investment, Strongly Disagree Disagree Mo Opinion Agree Strongly Agree investment horizon s an essential part of investment

planning, risk management and proof of suitability.

In eonsideration of sequence risk, I the worst case scenario, my client ean
afford to lo5e14.88% or more, in any one year, defined as the worst year of

6 returns in the forecast, assuming 3 20 year term. This equates to the 5% (or 1
in 20) worst outcomes from the Moody's mathematical simulation, This may
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If you would like to add MiFiD compliance supporting notes, add them here:
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For further information on Risk lllustrations screen, see the below article:

Risk Illustrations - Suitability


http://kb.synaptic.co.uk/help/illustrations-suitability

