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In this blog we analyse the different types of risk that one should be aware of before investing in a fund. We show which considerations should be made regarding the time of entry and the
investment period.

Return, security or availability?

When investing, investors find themselves caught between the conflicting priorities of return, security, and availability. Unfortunately, there is no such thing as an investment with full
security, high returns, and availability at all times. As an investor, you have to make compromises in order to find the right form of investment for you. As a rule, the higher the possible
return, the higher the expected risk and the longer the necessary investment period.

In the following we will take a closer look at the possible risks and the investment period in detail.

What are the risks of investing in funds?

The most important form of risk that investors feel most strongly about is market risk. This is the risk that the investment fund will lose value because the securities in the fund fluctuate in
price.

Depending on the type of fund, a fund has more or less market risk – equity funds typically have a higher market risk than bond funds. A helpful indicator for assessing this risk can be the
Synthetic Risk and Reward Indicator (SRRI). This is shown on a scale of 1 to 7 in the Key Information Document (KID). It shows how high the fluctuations of the fund unit price were in the
past. Another measure is volatility, which can be found on factsheets.

In both cases, the higher the number on the scale or the volatility in percent, the higher the price fluctuations of the fund were in the past. Although this is not indicative of future price
movements, these indicators can be quite helpful when comparing funds to understand how much the investment might fluctuate.

If investors prefer funds that focus on specific sectors or countries, specific sector or country risks for those areas come into play. For example, the sanctions related to the Ukraine war led
to the suspension of trading in funds specialising in Russia.

The risks in this area are very diverse and are presented in the relevant fund documents. More broadly diversified funds also spread these risks, which means that the impact should not be
as significant in the event of an incident.

Many funds invest in a broadly diversified manner and thus include securities listed in different currencies. For example, a global equity fund will hold stocks from America (e.g. Apple in
USD), but also stocks from Europe (e.g. BMW in EUR) and stocks from Asia (e.g. Sony in JPY). Fund managers often buy shares in their local currency. This results in an additional
currency risk. Since not only the prices of the securities fluctuate, but also the exchange rates of the currencies, this risk has a direct influence on the performance of a fund and is also
actively managed by the fund managers. Even if investors buy the fund unit certificate in a certain currency, in Austria mostly in euros, this does not mean that there is no currency risk in the
fund. As soon as the fund managers invest in securities outside the Eurozone, there is a currency risk.

Another risk that investors should be aware of when investing in funds is the issuer risk, which exists on several levels. In the case of direct investments in shares, a large part of the
investment would be lost as soon as the issuer files for bankruptcy. At the fund level, investors are affected by this risk in different ways. On the one hand, funds are special assets that are
strictly separated from the assets of the fund company that manages the fund or the custodian bank where the fund’s securities are held. Even in the event of bankruptcy of the fund
company or the custodian bank, the special assets remain available. However, since the fund assets themselves are invested in a large number of direct investments, the fund continues to
have an issuer risk – even if this is greatly reduced compared to direct investments due to diversification.

Can I protect my assets against risks?



In short – no. Investing is always associated with risks. Investment forms that promise otherwise just don’t show the risks for the most part. However, contrary to the general gut feeling,
doing nothing and storing your money in a savings account or under the mattress is not risk-free either. Although one should keep small amounts on the savings account as a “nest egg” for
unforeseeable expenses or liquid funds available at short notice, the risk of inflation comes into play with savings deposits, whereby the money loses purchasing power. Inflation has just
become noticeable again in 2022, even in everyday life.

As mentioned at the beginning, the investment period can also have an influence on the possible return. The impact of many risks can be reduced by choosing an appropriately long
investment horizon. In addition, the question of the “right” time to enter the market often arises, but this is difficult to predict. Therefore, it is advisable to invest smaller amounts over a longer
period of time – e.g. through a fund savings plan with monthly payments starting at EUR 50. This approach has proven itself over the years. It offers the advantage of not having to invest the
entire capital at once and thus also of being able to buy fund units more cheaply in the event of falling prices.

“Time in the market beats timing the market”   

In summary: Fund investments are associated with different risks, which are presented in the fund documents. With a broadly diversified, actively managed mixed fund, risk management
with regard to markets, sectors, countries and currencies is left to experienced fund managers. Even if they cannot always guarantee increases in value, the risk of the investment is
reduced with a correspondingly long investment period and diversification of the time of entry.

This document is an advertisement. Unless indicated otherwise, source: Erste Asset Management GmbH. The language of communication of the sales offices is German and the languages of communication of the
Management Company also include English.

The prospectus for UCITS funds (including any amendments) is prepared and published in accordance with the provisions of the InvFG 2011 as amended. Information for Investors pursuant to § 21 AIFMG is
prepared for the alternative investment funds (AIF) administered by Erste Asset Management GmbH pursuant to the provisions of the AIFMG in conjunction with the InvFG 2011.

The currently valid versions of the prospectus, the Information for Investors pursuant to § 21 AIFMG, and the key information document can be found on the website www.erste-am.com under “Mandatory
publications” and can be obtained free of charge by interested investors at the offices of the Management Company and at the offices of the depositary bank. The exact date of the most recent publication of the
prospectus, the languages in which the key information document is available, and any other locations where the documents can be obtained are indicated on the website www.erste-am.com. A summary of the
investor rights is available in German and English on the website www.erste-am.com/investor-rights and can also be obtained from the Management Company.

The Management Company can decide to suspend the provisions it has taken for the sale of unit certificates in other countries in accordance with the regulatory requirements.

Note: You are about to purchase a product that may be difficult to understand. We recommend that you read the indicated fund documents before making an investment decision. In addition to the locations listed
above, you can obtain these documents free of charge at the offices of the referring Sparkassen bank and the offices of Erste Bank der oesterreichischen Sparkassen AG. You can also access these documents
electronically at www.erste-am.com.

N.B.: The performance scenarios listed in the key information document are based on a calculation method that is specified in an EU regulation. The future market development cannot be accurately predicted. The
depicted performance scenarios merely present potential earnings, but are based on the earnings in the recent past. The actual earnings may be lower than indicated. Our analyses and conclusions are general in
nature and do not take into account the individual characteristics of our investors in terms of earnings, taxation, experience and knowledge, investment objective, financial position, capacity for loss, and risk tolerance.

Please note: Past performance is not a reliable indicator of the future performance of a fund. Investments in securities entail risks in addition to the opportunities presented here. The value of units and their earnings
can rise and fall. Changes in exchange rates can also have a positive or negative effect on the value of an investment. For this reason, you may receive less than your originally invested amount when you redeem
your units. Persons who are interested in purchasing units in investment funds are advised to read the current fund prospectus(es) and the Information for Investors pursuant to § 21 AIFMG, especially the risk
notices they contain, before making an investment decision. If the fund currency is different than the investor’s home currency, changes in the relevant exchange rate can positively or negatively influence the value of
the investment and the amount of the costs associated with the fund in the home currency.

We are not permitted to directly or indirectly offer, sell, transfer, or deliver this financial product to natural or legal persons whose place of residence or domicile is located in a country where this is legally prohibited. In
this case, we may not provide any product information, either.

Please consult the corresponding information in the fund prospectus and the Information for Investors pursuant to § 21 AIFMG for restrictions on the sale of the fund to American or Russian citizens.

It is expressly noted that this communication does not provide any investment recommendations, but only expresses our current market assessment. Thus, this communication is not a substitute for investment
advice, does not take into account the legal regulations aimed at promoting the independence of financial analyses, and is not subject to a prohibition on trading following the distribution of financial analyses.

This document does not represent a sales activity of the Management Company and therefore may not be construed as an offer for the purchase or sale of financial or investment instruments.

Erste Asset Management GmbH is affiliated with the referring Sparkassen banks and Erste Bank.

Please also read the “Information about us and our securities services” published by your bank.
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