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Disclaimers

This presentation is for professional use only, the contents are only for guidance. Every care has been taken to ensure
the accuracy of the information provided, it cannot however be guaranteed.

The views and opinions expressed are those of Parmenion, and they should not be taken as any form of
recommendation. Nothing in this presentation either written or said should be taken as any form of advice. Information

and opinions are offered for guidance, information and training purposes only. Where screen clippings of webpages,
documentation or press articles have been used for illustrative purposes the original source is available on request.

All Parmenion portfolios are invested in stock market linked investments and as such the value of and any income from
these can fall as well as rise and is not guaranteed. Any figures quoted are for illustrative purposes and should not be
taken as a forecast or guarantee. Past performance should not be seen as an indication of future returns and clients
may get back less than they have invested. Rates, reliefs from and bases of taxation are liable to change.

Parmenion Capital Partners LLP is authorised and regulated by the Financial Conduct Authority. FCA No: 462085.

Registered in England OC322243. Registered Office: Parmenion Capital Partners LLP, Aurora, Counterslip, Bristol BS1
6BX.
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Hello!

Patrick Ingram
Head of Strategic Relationships
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What is ‘Capacity for Loss™?

Providing a suitability report: MiFID business

COBS 9A3.3 54(12) When providing investment advice, investment firms shall provide a report to the

UK retail client that includes an outline of the advice given and how the recommendation

01/01/2021 provided is suitable for the retail client, including how it meets the client’s objectives and
personal circumstances with reference to the investment term required, client’s knowledge
and experience and client's attitude to risk and capacity for loss.

Key points

Capacity for loss is not a defined term in regulation (but note CONRED 4 Annex 21)
FCA distinguish it from attitude to risk (see CONRED 2 Annex 13)
Suitability reports need only provide ‘an outline’ of the advice!l
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Greater clarity in BSPS DBAAT

6.7 G ‘Capacity for loss' refers to the consumer’s ability to absorb falls in the value of
their investment. If any loss of capital would have a materially detrimental effect
on their standard of living, this should be taken into account in assessing the
risk that they are able to take.

Observations
Consideration of potential impact on ‘standard of living’ is forward looking*
Does ‘loss’ mean permanent loss? Not volatility?
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Who needs forward looking assessments most?

Business owners DC retirement
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So we are discussing...

Risk to Lifestyle less Secure Income
Net Present Value of Wealth
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Cash flow modelling Present Value of Wealth

Future cash flows

Net Present Value of Wealth = Balance sheet + —;
Discount factors
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Where are the big changes in assumptions?

Official Bank Rate

nterest rates
nflation
Market returns
_ongevity
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Inflation
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Where are return forecasts?

Median volatility
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The wealth effect in later life. Averages
mislead

Good health deteriorates faster for men and women living in the most deprived areas
Proportion of population in good health by sex, age group and deprivation decile: England, 2011
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Let's revisit our definition

6.7 G ‘Capacity for loss' refers to the consumer’s ability to absorb falls in the value of
their investment. If any loss of capital would have a materially detrimental effect
on their standard of living, this should be taken into account in assessing the
risk that they are able to take.

Observations
What could we consider around a consumer’s ability to absorb a loss of capital?
Should ability to adapt lifestyle and/or axe capital commitments be assessed too?
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Thank You

Parmenion Capital Partners LLP
Aurora, Counterslip, Bristol BS1 6BX.

1:0345 519 0100
E: maill@parmenion.co.uk
W: www.parmenion.co.uk

Parmenion Capital Partners LLP is authorised and regulated by the Financial Conduct Authority. FCA Number 462085.
Registered in England and Wales 0C322243.
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