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ﬁembourgforﬁnance Luxembourg business models

Third-Party AIFM Classic Set-Up Self-managed AIF
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Risk management for Real Estate
Changes ahead

Risk Management for RE has traditionally been different from Risk Management for liquid assets.

Organization

Operation

RM often integrated in Portfolio Management
operations and largely covered by transaction DD
procedures

No formalized or documented RM procedures

Traditionally no independent or separate RM
function

Regular RM procedures based on sophisticated
statistical models

Formalized and documented RM procedures
gﬁfarate functions / departments in charge of

Due to heterogeneity of assets as well as often
limited liquidity and market transparency, RM
largely to be performed based on more asset- /
fund-specific indicators

Quantitative measurement not always possible,
greater degree of judgment may be needed

Due to homogeneity of assets and sufficient data
available, risk assessments based on statistical
models possible (liquid and transparent markets)

Usually quantitative measurement, lesser degree
of judgment needed




mbourgforFinance

ﬁ Relying on Expertise, Building on Innovation

o~

Portfolio Management

Receive reports for individual
investments

Analyze investment opportunites
and make investment decisions

Provide input datafor external

valuation

1

Asset Manager /

Local Teams

Provide input data from underlying
investments

Reporting of potential
mismatches / liquidity shortages

Governance and role for RM

AIFM Board

Senior Management

—)

Define:

Risk Management

S

Implement RM policies and
procedures

Review portfolio model

Ensure consistency between AlF
risk profile and risk limits

Performance of stress-testing &
scenario analyses (or review of
analyses performed by PM -
validation of models / techniques)

Data to be reported (e.g. key parameters vs. entire

models)

Function interfaces (contact persons, communication

channels, etc.)

Reporting frequencies
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The Risk Monitoring Tool
TR | e | | e e (RMT) contains information
o on:

mmmmm Risk type
- - Risk priority

KRI
mmmmm Risk Limits & Limit Warning
- - Escalation Lines
- Mitigating action
''''' (proposed)

Last reporting date

Monitoring frequency.

Advantages:

- Excel-based RMT is easy
""""" to adjust and integrate into
running systems.

Steps: . Risk types with limit
1. Assigned limits are compared to actual limits values. warnings can easily be

2. Depending on risk type and measurement approach, qualitative assessment EXE?Cteodrtir(](tao a S;?,argte
and comments can / have to be supplemented. ISK rep -g. using

macro).
3. Depending on the actual limit value / qualitative assessment, the Limit

LI Timely escalation is
Warning is triggered. facilitated since escalation

lines are provided.



ﬁem bourgforFinance
Relying on Expertise, Building on Innovation

Marketing to private investors will become more challenging in the future

Number of investors by type of investor
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Sources: ALFI REIF survey 2013
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Legal regime and vehicle type combined by launch year (*)
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Questions

Sources: ALFI / CSSF 9



