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The following document contains a description of the procedures established to identify, measure,
manage, control and internally communicate the risks to which Allfunds Bank S.A. is or may be
exposed.
1. Credit Risk
Definition: credit risk is defined as the possibility of financial loss as a result of a breach by
customers or counterparties of their payment obligations to the Bank.
Identification: given the type of business conducted by the Bank, namely the distribution and
intermediation of third-party collective investment schemes (CIS), the Bank does not perform any
active lending activity, and nor is that its purpose.
In particular, exposure to this risk is solely with regulated institutions.
With regard to the management of liquidity deriving from its capital and the operating flows from
the CIS distribution and intermediation business, in accordance with the guidelines established by
Management in a scenario of low risk tolerance, as of 31 December 2015 this liquidity was
deposited in demand deposit accounts, overnight deposit accounts and term deposit accounts,
with no-penalty cancellation clauses, at the following banks (in brackets are the ratings assigned
by Standard & Poor’s, Moody’s and Fitch Ratings, respectively):
•
•
•
•
•
•

Banco Santander, S.A. (A-/A3/A-)
JP Morgan Chase Bank (A+/Aa2/A+)
Barclays Bank PLC. (A-/A2/A)
Intesa Sanpaolo S.p.A. (BBB-/A3/ BBB+)
Citibank N.A (A/A1/A)
Banco Popular Español S.A. (B+/Ba1/BB-)

Management: the Finance Department, via the Risk Control Unit, manages credit risk within the
Group.
The main mission of the Risk Control Unit is to control, monitor and mitigate credit risks emerging
during the Group's activity.
Measuring, communication and mitigation systems: to manage and control this risk, the Risk
Control Unit has implemented a system of maximum overdraft limits in current accounts, by
counterparty, based on an internal methodology for estimating the probability of default for each
counterparty.

This is controlled through an integrated system at all times showing the level of consumption of
the limit for any counterparty.
The Risk Control Unit daily compiles a report with detailed information on the liquidity situation
of each counterparty and compliance with the limits established for each of them, with intraday
monitoring. Moreover, in order to prevent breaches in the risk limits, overdraft warnings are
established for each counterparty.
2 Market Risk (Position and Interest Rate)
Definition: market risk is defined as the risk to which the Bank is exposed in terms of a potential
adverse impact on its income statement due to fluctuations in interest rates, currency exchange
rates and the market prices of instruments included in the Bank's trading portfolio, where they
exist.
Identification: the Bank has decided to abide by a policy of low risk tolerance. Consequently, the
Bank does not have positions on or off balance sheet that might be affected by fair value risk
relating to interest rate and price risks, except those positions that are strictly necessary for
compliance with regulatory requirements in connection with liquidity and currency exchange
derivative hedging to mitigate this risk in the main currencies to which it is exposed.
As a result of its activity, the Bank carries assets and liabilities on its balance sheet in currencies
other than the euro. Furthermore, to strengthen the aforementioned exchange rate risk
mitigation mechanisms, Management, at the proposal of the Finance Department, has set a cap
on net positions in foreign currencies.
In addition, the main asset items on the balance sheet correspond mainly to demand and term
deposits at credit institutions (that may be cancelled at any time without penalty), whereas the
liabilities are mainly customer demand deposits, so exposure to interest rate risk may be
considered to be not material.
Management: the Finance Department, via the Risk Control Unit, manages market and interest
rate risk within the Group.
Measuring, communication and mitigation systems: as part of currency exchange rate risk,
Management is informed daily of the exposure and impact on the income statement due to
fluctuations in foreign currencies and any measures implemented, if necessary, to mitigate open
risk.
With regard to interest rate risk, due to the low sensitivity to interest rates, no limits have been
established applicable to the management of the balance sheet. However, in order to comply with
the regulations issued under the CRR/CRD IV, the impact of movements in the interest rates curve

on the net interest income and equity value of the Bank and its subsidiaries is measured and
reported half-yearly.
3 Operating Risk
Definition: operating risk is defined as “the risk of losses arising from deficiencies or failures in
the internal processes, human resources or systems, or resulting from external circumstances”.
These are events whose originating cause is purely operational, which distinguishes them from
market or credit risk.
The Bank's goal in relation to operating risk is essentially to identify, monitor, measure, mitigate
and prevent the Bank's exposure to this type of risk.
Identification: control systems procedures and processes have been designed and implemented
that allow the company's assets and those of the customers to be identified at all times. These
are published in the ISAE 3402 report, issued by the audit firm PriceWaterhouseCoopers, which
contributes to performing a more comprehensive examination of the control procedures applied
in the essential operating processes, certifying their quality.
The Bank has considered fostering mitigation strategies. In 2015, it reviewed and renewed the
professional civil liability and employee fidelity policies.
Management: the Finance Department will centralise the booking on the income statement of
the effect of operating errors that might emerge during the daily course of business. Hence, they
are prevented from being concealed and at the same time each person responsible for the
operating process where the deficiency or failure of the internal process has taken place is
informed. Similarly, Management is periodically informed of the impact of operating risk on the
income statement.
Measuring, communication and mitigation systems: the Operations Department implements
daily processes to reconcile cash balances and customer positions to ensure that the balances
are properly controlled and any discrepancies in the daily management of the Bank's activity are
identified, for their subsequent analysis and effective solution.
Moreover, Management is periodically informed in regard to the losses/gains resulting from
operating errors. The Bank keeps an internal database to record the losses/gains deriving from
operating incidents and it is in the process of introducing analytical tools to identify actions that
will improve the control and monitoring of its processes.

4 Liquidity Risk
Definition: liquidity risk may be defined as the probability of incurring in losses due to not having
sufficient liquid resources to meet the obligations undertaken.
Identification and Mitigation: the Bank has established a prudent criterion in the management
and diluting of losses in connection with this risk. Despite the Bank's current business model and
its low exposure to liquidity risk, the Bank has decided to establish limits aimed at covering
potential liquidity risks that may emerge during the implementation of its operating processes
(as a result of being able to unwind or close a position in a timely manner), as well as mitigating
structural liquidity risk (maturity mismatch between assets and liabilities).
The purpose of these limits seeks that the Bank always maintains a minimum level of liquid
assets within the framework of low exposure to this type of risk implied by the current business
model of the Allfunds Bank Group.
Management: operating or short-term liquidity is managed by the Settlement Department
within the Bank's Operations Department and it is monitored by the Finance Department.
Due to the prudent liquidity management policy established by Management, the risk of loss
due to not having sufficient liquid resources to meet the obligations undertaken is very low.
Measuring and communications systems:
Liquidity risk management is duly instrumented and documented in the internal risk
management procedure manual. Moreover, the procedures provide full coverage to applicable
liquidity regulations and regulatory requirements. Via the Finance Department, the following
regulatory reports are periodically issued:
 Liquidity statements (monthly): as indicated in Bank of Spain Circular 4/2011, liquidity
statements are aimed at defining the necessary information to assess the liquidity risk
profile of banks and draw up indicators that may be used to compare them.
 LCR (monthly) and NSFR (quarterly):

•
•

Liquidity Coverage Ratio (LCR): this ratio is aimed at tackling short-term liquidity stress,
i.e., to ensure that sufficient, high-quality liquid resources are available to cover a scenario
of acute crisis during one month.
Net Stable Funding Ratio (NSFR): this ratio is aimed at ensuring sufficient coverage of
liquidity risk over a long-term time frame, i.e., to ensure that sufficient stable funds are
available for banks to fund their activities.
 ICAAP for the Bank of Spain to assess the Bank's capital adequacy and liquidity to
conduct its activity in normal market conditions and in stressed scenarios.

5 Other Risks
5.1 Concentration Risk
Definition and Identification: concentrations of risk may occur in assets, liabilities or off-balance
sheet items, through the execution or processing of operations, or a combination of these broad
categories.
Due to its nature, the concentration of credit risk is due to common or correlated risk factors,
which at times of crisis jeopardise the solvency of each of the counterparties forming the
concentration.
Measuring, communication and mitigation systems: for the purposes of aggregation and
calculation, the Bank is subject to Part IV of the CRR concerning “large exposures” (exceeding
10 % of eligible capital). No individual exposure, including all kinds of credit and equity risks, may
exceed 25 % of the capital base.
In the specific case of the controlled company, Allfunds Bank, S.A., since it has exposure to
individual concentration with a financial institution (that does not belong to the group)
exceeding 25 % of eligible capital but lower than the €150mn maximum limit on individual
concentration, the bank invokes the clause provided in the regulation on “large exposures” and
will adhere to a cap on individual concentration of less than 100 % of eligible capital.
At 31 December 2015, the balances held in the Santander Group (an indirect shareholder of the
Bank) represented 348.41 % of eligible capital. However, it should be taken into account that
these exposures are not subject, since they are exposures held with credit institutions that take
part in the management of the Bank.
Given its activity and the nature of its exposures, the Bank does not plan to conduct additional
controls on concentration risk aside from those strictly required by the aforementioned
regulations.
5.2 Technology Risk
Definition: information infrastructure and technology are key, fundamental elements for the all
the Bank's operating processes, including both the business and support processes.
Measuring, communication and mitigation systems: Systems activity comprises a series of
processes entailing general controls applied to IT systems. These are:
 Analysis of needs and design of general infrastructure. They envisage the controls to
mitigate the risks linked to the drafting and monitoring of systems' strategic plans,
guaranteeing that they are in line with the business and with legal and regulatory
requirements, with the design, analysis and monitoring of the projects to improve IT







infrastructure and the selection and management of contracts with services suppliers in
their technical sphere.
Acquisition and maintenance of software and hardware. Controls of the selection,
approval, purchase or contracting of elements of systems, configuration and testing of
new elements, planning of implementations and systems maintenance.
Development and performance of applications. This includes controls relating to receipt,
feasibility analysis, approval, functional and technical design, development of
applications, developmental tests and implementation of the systems in the operating
environment.
Maintenance of applications. Controls linked to system usage and data management are
included.
IT security management. This includes all controls aimed at ensuring the proper design
of aspects linked to the precepts of data security and processes.

5.3 Reputational Risk
Definition: reputational risk is seen by the Bank's Management as a basic aspect of action. No
new service or product will be approved by Management until it has undergone thorough
analysis by the various control areas.
Management: in the case of new customers, analyses must be obtained from the Compliance
and Risk Departments of the AFB Group which, with the support of the Commercial Department
and the approval of Management, determine the customer's potential impact on the Bank's
reputational risk.
Identification and Mitigation: in addition, and in response to the Bank's prudent approach to
risk management, no asset considered susceptible to generating reputational risk based on the
aforementioned analyses will be included in the range of products offered to customers.
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Additional Information
This presentation is delivered solely as reference material and is merely for information purposes. It does not constitute an
offer to sell or a solicitation of an offer to buy any holdings and shares in any of the Allfunds group companies nor in any of
the funds which may be available through Allfunds Bank, S.A. from time to time.
Allfunds Bank, S.A. is a credit entity duly registered with the Bank of Spain and authorised by the Spanish Securities Market
Commission (CNMV) to act as a broker and fund distributor. Allfunds Bank, S.A. has branches in the United Kingdom, Italy
and Singapore duly registered with the corresponding local authorities; Allfunds Bank S.A has a representative office in
Santiago de Chile, registered with the Superintendencia de Bancos e Instituciones Financieras (SBIF), a representative office
in DIFC, Dubai, United Arab Emirates regulated by the Dubai Financial Services Authority and a representative office in
Bogotá, Colombia, duly registered with the Superintendencia Financiera de Colombia. Allfunds Bank, S.A. is also the parent
company of Allfunds Bank International, S.A., a Luxembourg domiciled company licensed as a bank and registered as a bank
with the CSSF (Commission du Surveillance du Secteur Financiere) to provide both banking and investment services.
Allfunds Bank International S.A. has in turn a Swiss affiliate, Allfunds International Switzerland Ltd, which holds a distributor
licence from FINMA.
In countries other than the ones referred to above, Allfunds Bank, S.A. does not have a local branch nor a representative
office and may have not requested the relevant licence to render investment services on a cross border basis. In this
regard, this document should not be deemed as an offer of investment services by Allfunds Bank, S.A. and Allfunds Bank,
S.A. shall decide at its own discretion or if it were stabilised by the local regulation to take the relevant steps to register
with the local authorities.
No part of this material may be (i) copied, photocopied or duplicated in any form, by any means, or (ii) distributed to any
person that is not an employee, officer, director, or authorized agent of the recipient, without Allfunds Bank, S.A.’ prior
written consent.
The information in the document is, and must be treated as confidential. Disclosure of any information contained in this
document could give rise to a crime of confidence among others (save in respect for information that we have specifically
agreed upon with you in writing or otherwise dealt with in this document, which is not confidential) except where (i) the
disclosure of such information has been consented to by Allfunds Bank, (ii) such information is required to be disclosed
pursuant to the applicable law and regulation and/or (iii) the relevant information is publicly available. If you are in any
doubt as to whether information that we have provided to you and which is in your possession is confidential please
consult with Allfunds Bank S.A. prior to the disclosure of such information.
Should you wish to invest in funds not domiciled in your country of residence, please consult your local regulatory and tax
requirements and/or consequences. You are also urged to take appropriate advice regarding any applicable legal
requirements and any applicable taxation and exchange control regulations in the country of your citizenship, residence or
domicile that may be relevant to the subscription, purchase, holding, exchange, redemption or disposal of any share in
funds. We refer you to the information and relevant materials for a more complete discussion of the risks relating to an
investment in any particular fund. You are urged to read all of the offering materials, including the entire prospectus, prior
to any investment in any fund, and to ask questions of the investment manager or sponsor of such funds.
Although certain information has been obtained from independent sources believed to be reliable, we do not guarantee its
veracity, accuracy, completeness or fairness. Nevertheless we have relied upon and assumed without independent
verification, the accuracy and completeness of all information available from those independent sources.
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