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Q&A - Transaction costs and charges disclosure  

Background  

In accordance with industry guidance HSBC Global Asset Management (UK) Ltd continues 

to disclose cost and charges to Distributors and Advisers via the EPT (European PRIIPS 

Template) and EMT (European MiFID Template). We are taking this action to ensure that 

Distributors and Advisers are able to meet their own disclosure obligations under PRIIPS 

(Packaged Retail and Insurance Products) and MiFID II (Markets in Financial Instruments 

Directive).  

It is important to note that the costs quoted on the EPT and EMT are variable and calculated 

in line with the PRIIPS methodology.  Any movement in costs since the previous EPT/EMT is 

not as a result of increases or decreases of costs applied by HSBC Global Asset 

Management (UK) Ltd to investors.  Costs are reflected in the performance of the funds.      

We have collated responses below following feedback on previous EPTs.  

1. What are transaction costs? 

Transaction costs are the costs associated with buying and selling the underlying 

investments within a fund. These two types of costs are explicit and implicit.   

 Explicit transaction costs are the direct costs incurred when buying or selling shares, for 

example broker commissions and transaction taxes paid on each purchase or sale of 

investments   

 Implicit transaction costs which are sometimes referred to as the arrival or slippage cost, 

is the difference between the expected price before a transaction is executed and the 

actual price at which it is executed   

Note that implicit costs can be positive or negative as detailed below.   

Slippage Cost - is the difference between the mid-market price at the time the trade is sent 

to the market and the eventual execution price of the trade.   

Arrival Price - is the time the trade is sent to the market.   

2. What are ex-ante and ex-post costs? 

Ex-ante costs (before the event) is a simulated reasonable estimate of costs before they 

could be incurred by an investor as they are based on historic cost information over a 3-year 

period. 

Ex-post costs (after the event) discloses the actual costs that have been incurred by an 

investor over the last 1-year period as a result of holding shares in a fund. 

  



 

 

 

3.  How often do the costs get updated?  

There is no regulatory requirement however the guidance is this should be at least on an 

annual basis. HSBC Global Asset Management (UK) Limited currently calculate and disclose 

transaction costs on a quarterly basis. 

4. Why are these costs not included in the Ongoing Charge Figure costs?  

Transaction costs do not form part of the OCF calculation. The disclosure of transaction 

costs has more recently been enhanced with the introduction of the PRIIPS and MiFID II 

regulation.    

5. Will the way in which the transaction costs are published under MIFID/PRIIPS change 

the cost a client pays? 

These transaction costs have always existed, and therefore this should not be seen as 

increase or decrease in the costs actually paid, however the change to regulations has led to 

a change to how costs are calculated and disclosed. Transaction costs are not paid directly 

by investors but have always been charged to the fund, and are reflected in the returns 

achieved by the fund. 

6. Are other Asset Managers affected?  

This is an industry change to cost and charges disclosure due to the introduction of PRIIPS, 

and we are aware of nuances across the industry on PRIIPS disclosure. So yes, all UK and 

EU Asset Managers are affected. 

7. Why am I seeing negative transaction costs?  

Occasionally, the Transaction Costs shown could be negative. This could be for a number of 

reasons. For example, when the investment manager has been able to buy investments at a 

rate lower than the market rate. The benefit of such a discount will be reflected in the costs 

disclosure document, and the benefit is passed on to the underlying investor. Also, the 

inclusion of the anti-dilution (ADL) adjustment may generate negative transaction costs on 

certain funds due to the offset being larger than the sum of the explicit and implicit 

transaction costs. 

8. Does a Fund with a lower transaction cost figure result in a better outcome for 

investors? 

No, not necessarily. There are many factors that impact a Fund’s transaction cost published 

under PRIIPS/MIFID including but not limited to the calculation methodology, trading 

frequency and the Fund’s structure – a Fund of Fund for example. A Fund with higher 

transaction costs may perform better than a Fund with lower transaction costs resulting in a 

better outcome to an investor. It is the net performance after charges that is important when 

assessing the outcome. The net performance is after the effect of the OCF and the 

transaction costs. 

9. Do firms not have to adopt the same calculation methodology under PRIIPS/MIFID II? 

While there are methodologies prescribed for calculating transaction costs under the PRIIPS 

and MIFID regimes, it is optional whether providers take account of anti-dilution (ADL) 

measures in their published costs. This results in inconsistencies when comparing 

transaction costs across firms because of the different calculation methods they use. 

 



 

 

 

10. Do HSBC include ADL in their transaction cost calculation? 

 

Yes, we recently implemented a new calculation method to align ourselves with the wider 

industry. ADL is included in our transaction cost numbers from Q1 2021 onwards.  

11. Does the EPT/EMT make it easier to compare transaction costs across Funds or Asset 

Managers? 

Cost will always be an important factor when comparing similar Funds. However, because 

there is no single calculation method across the industry it is extremely difficult to compare 

like for like.   

Timing may also cause discrepancies. Some firms update their costs more often than others. 

This may result in transaction costs being compared across different periods.   

12. What is Fund of Fund ‘look through’? 

A Fund of Fund is required to ‘look through’ to its underlying investments as part of the 

transaction cost calculation. These ‘look through’ costs are then added to the transaction 

costs total. 

13. Why is the OCF quoted in the EPT/EMT different to the OCF published elsewhere; on 

factsheets for example? 

The OCF contained in our factsheets is calculated under the UCITS directive methodology 

which is clearly prescribed.  

The OCF published in our EPT/EMT is calculated under the PRIIPS/MIFID rules and 

includes additional costs such as the interest on borrowing.   

The different method of calculating the OCFs potentially results in a different OCF. 

14. How are your transaction costs interpreted by Platforms and will they always show 

your most recent EPT/EMT data? 

We use Morningstar to disseminate our EPTs and EMTs to the wider market, primarily 

through third party data vendors. Morningstar push this information to other vendors shortly 

after our costs are refreshed each quarter. However, we cannot be certain vendors 

disseminate this information to their platform clients immediately and therefore we 

recommend you check with the Platform in question who will be able to confirm which period 

the cost and charge data they are relaying relates to and whether the costs they are 

reflecting are a direct representation of an Asset Manager’s EPT/EMT. 

 

 
 
 
 
  



 

 

 

For Professional Clients only and should not be distributed to or relied upon by Retail Clients. 
  
The material contained herein is for information only and does not constitute legal, tax or investment 
advice or a recommendation to any reader of this material to buy or sell investments. You must not, 
therefore, rely on the content of this document when making any investment decisions. This document 
is not intended for distribution to or use by any person or entity in any jurisdiction or country where such 
distribution or use would be contrary to law or regulation.  This document is not and should not be 
construed as an offer to sell or the solicitation of an offer to purchase or subscribe to any investment. 
Any views expressed were held at the time of preparation and are subject to change without notice. 
While any forecast, projection or target where provided is indicative only and not guaranteed in any 
way.  HSBC Global Asset Management (UK) Limited accepts no liability for any failure to meet such 
forecast, projection or target. 
 
The value of investments and any income from them can go down as well as up and investors may not 
get back the amount originally invested.  Where overseas investments are held the rate of currency 
exchange may also cause the value of such investments to fluctuate. Investments in emerging markets 
are by their nature higher risk and potentially more volatile than those inherent in some established 
markets. Stock market investments should be viewed as a medium to long term investment and should 
be held for at least five years. Any performance information shown refers to the past and should not be 
seen as an indication of future returns. 

To help improve our service and in the interests of security we may record and/or monitor your 
communication with us. HSBC Global Asset Management (UK) Limited provides information to 
Institutions, Professional Advisers and their clients on the investment products and services of the 
HSBC Group. 

Approved for issue in the UK by HSBC Global Asset Management (UK) Limited, who are authorised 
and regulated by the Financial Conduct Authority. HSBC Asset Management is the brand name for the 
asset management business of HSBC Group, which includes the investment activities provided through 
our local regulated entity, HSBC Global Asset Management (UK) Limited. 
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