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EUROPEAN COMMISSION – CONSULTATION DOCUMENT, 26 JULY 2012 
 

UNDERTAKINGS FOR COLLECTIVE INVESTMENT IN TRANSFERABLE 
SECURITIES (UCITS) 

 
Product Rules, Liquidity Management, Depositary, Money Market Funds, 

Long-term Investments  
 

Response from the 
 

ASSOCIATION OF PRIVATE CLIENT INVESTMENT MANAGERS AND 
STOCKBROKERS (APCIMS)1 

 
 
Introduction  
 
The European Commission’s 26 July 2012 consultation paper on Product Rules, Liquidity 
Management, Depositaries, Money Market Funds and Long-Term Investments and other UCITS 
issues is important in ensuring that the UCITS regulatory framework remains relevant and takes 
into account how investment markets have evolved since UCITS were introduced.  APCIMS 
welcomes the opportunity to respond, as the representative body of the largest grouping of 
agency brokers in the EU dealing in these funds exclusively for retail clients. 
 
The main elements of the Consultation Paper are directed at UCITS managers and the 
manufacturers and developers of UCITS.  APCIMS’ member firms do neither of these things 
but play an important role in the distribution of UCITS to the retail investment community.   
Aspects of the Consultation Paper may impact on this activity and are therefore of direct 
concern to APCIMS’ members. 
 

                                                 
1 The Association of Private Client Investment Managers and Stockbrokers (APCIMS) is a trade association 
representing 182 member firms.  Of this number 119 members are private client investment managers and 
stockbrokers and 63 are associate members who provide related services to our firms. Member firms deal 
primarily in stocks and shares.  They also deal in other financial instruments for individuals, trusts and charities 
and offer a range of services from execution only trading (no advice) through to full portfolio management. 
 
Our member firms operate at more than 580 sites in the UK, Ireland, Isle of Man and Channel Islands, 
employing c.31 000 employees. Over £509 billion of the country’s wealth is under the management of our 
members. Our aim is to ensure that regulatory, tax and other changes across Europe are appropriate and 
proportionate for the investment community.  
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The APCIMS’ community of financial intermediaries serves retail investors in a variety of ways.  
Any retail person trading on-exchange in the UK will almost certainly do so through a broker 
who is an APCIMS member. This will in the majority of cases be an execution-only deal and the 
execution-only service offered by a number of our members is very popular.  A proportion of 
this retail on-market trading will be in UCITS Exchange Traded Funds, or UCITS ETFs, which 
is the most common way of investing in a UCITS in the UK. Most of the discretionary 
management of private client portfolios, from relatively small to very large, in the UK is via an 
APCIMS member firm.  A significant proportion of the mandates managed by such firms will 
include at least one UCITS. Our firms also offer advice of both the one-off and long-term 
managed kind. 
 
This variety of financial services offered by APCIMS’ firms to retail consumers makes it 
important for the EU authorities to take account of their business models in framing or updating 
relevant legislation. Our response below is structured to assist that process.  
 
APCIMS would be pleased to discuss our views in more detail as required. 
 
 
Specific Questions  
 
In responding to the specific questions in the consultation paper we have focused on issues 
associated with our members’ interests.  We have not responded to all questions and those which 
have remained unanswered are in general of least relevance to our member firms. 
 
 
Eligible assets 
 
Q1.1:  Do you consider there is a need to review the scope of assets and exposures that 
are deemed eligible for a UCITS fund? 
 
There is constant innovation in the financial sector which means that the assets and exposures 
eligible for UCITS funds constantly change and the range of constituent parts of UCITS funds is 
not permanently fixed.  There is therefore an on-going need to keep these components under 
review and to authorise changes on a continuing basis, as appropriate. 
 
Q1.2:  Do you consider that all investment strategies currently observed in the 
marketplace are in line with what investors expect of a product regulated by UCITS? 

 
Fund managers should be free to use their best judgement as to how their UCITS should be 
structured within the law and regulation.  Regulatory intervention with regard to investment 
strategies should be kept to an absolute minimum, preferably going no further than guidelines 
reminding UCITS managers of the criteria which they should consider when formulating the 
approach they wish to take.  Appropriate disclosure of risks associated with the UCITS’ 
investment strategy should be made in the Key Investor Information Document (KIID) to 
ensure that retail investors are fully aware of these.  Different retail investors are willing to take 
on different levels of risk depending on their personal circumstances, risk appetite and desired 
level of return and APCIMS’ firms will aim to calibrate precisely the kind of UCITS they should 
invest in according to this and other relevant information.  The rules governing product 
complexity, appropriateness, and suitability are already clear in this respect and do not need to be 
enhanced. Rather, they need to be correctly and fully enforced throughout the EU.   
 
 



 3 

Depositary passport 
 
Q5.1:  What advantages and drawbacks would a depositary passport create, in your view, 
from the perspective of: the depositary (turnover, jobs, organisation, operational 
complexities, economies of scale …), the fund (costs, cross border activity, enforcement 
of its rights …), the competent authorities (supervisory effectiveness and complexity …) 
and the investor (level of investor protection)?  
 
Although we understand the concept of a depositary passport, we would be concerned to ensure 
that its introduction would not lead to any forced changes – with the associated costs – to the 
way that depositaries operate today without evidence that the changes are addressing particular 
concerns.  Such changes could, for example, lead to third country depositaries being required to 
set up new branches which could increase the costs of business for no clear benefit.  We 
recommend that any changes are carefully made to allow all depositaries to continue to provide a 
good service as is the current general pattern. 
 
 
Money Market Funds 

 
Q6.1:  What role do MMFs play in the management of liquidity for investors and in the 
financial markets generally?  What are close alternatives for MMFs?  Please give 
indicative figures and/or estimates of cross-elasticity of demand between MMFs and 
alternatives. 
 
The UK does not have a large retail participation in MMFs and although such funds are invested 
in by our member firms and their clients, they do not play a significant role in the management 
of liquidity.  There are many reasons for this but the net effect is that, for UK retail investors 
who are clients of APCIMS’ firms, MMFs are not meaningful overall for liquidity management.   
 
Q6.2:  What type of investors are MMFs mostly targeting?  Please give indicative 
figures. 
 
As noted above, in the UK MMFs are not widely used by retail investors and the main market is 
in sterling institutional MMFs.  As agency brokers for the retail market APCIMS’ members do 
not use these.   
 
 
Liquidity and redemptions 
 
Q8.2:  Do you think that imposing a liquidity fee on those investors that redeem first 
would be an effective solution?  How should such a mechanism work?  What, if any, 
would be the consequences, including in terms of investors’ confidence? 
 
No, we do not support a liquidity fee on investors that redeem MMFs first.  A very premise of 
UCITS funds is that they are can be redeemed freely and we are concerned that introducing a 
‘penalty’ on the first redeemers could be seen as contradictory to this view.  We are also 
concerned that a liquidity fee could disadvantage investors that have to redeem fund holdings as 
a result of changing personal circumstances, or discourage any retail clients investing in such 
funds that would otherwise be highly suitable to their investment needs and personal profile. 
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Long-term investments 
 
Q10.1: What options do retail investors currently have when wishing to invest in long-
term assets?  Do retail investors have an appetite for long-term investments?  Do fund 
managers have an appetite for developing funds that enable retail investors to make 
long-term investments? 
 
Long-term retail investment in the UK is very common.  Firstly, retail clients typically “buy and 
hold” investment products, including plain vanilla equity and bonds, much more than wholesale 
investors, who are more likely to be active traders.  Secondly, personal savings plans whose main 
aim is to provide an income during retirement, such as self-invested personal pensions (SIPPs), 
are becoming common.  SIPPs can wrap a wide variety of assets including stocks, bonds and 
property – and retail investors are clear that such investments are to be held for the long-term, 
especially where they are to provide for retirement. UCITS targeted at this market could increase 
the range of investments designed to be held for the long-term and could be well-received, 
although some culture change could be necessary to achieve this depending on what were the 
underlying assets.  Recent government initiatives to persuade pension funds for example to 
invest in UK infrastructure have met resistance.  
 
In introducing long-term investments, we recommend that the European Commission carefully 
considers not only the nature of the assets to be invested in, but also the distribution channels 
that retail investors are likely to use to buy these investments.  In the UK, a significant part of 
retail business in UCITS is conducted on-market in UCITS ETFs through the execution-only 
mechanism and legislation developed for long-term investments must not impede this highly 
efficient channel.  Firms offering execution-only services are still under suitability obligations 
when the investor is purchasing a complex product and are required to undertake the 
appropriateness test, and although these obligations would not normally apply to UCITS funds 
(which are typically designated as non-complex products) we recognise that they this may change 
in relation to purchasing at least some types of long-term investment. 
 
Q10.2: Do you see a need to create a common framework dedicated to long-term 
investments for retail investors?  Would targeted modifications of UCITS rules or a 
stand-alone initiative be more appropriate? 
 
We note the comments in the text of the Commission’s paper regarding the preponderant use of 
long-term investments by institutional investors and the attempts in some parts of the EU to 
facilitate retail participation.  Against this background, we agree that a common framework 
dedicated to long-term investors for retail investment could be useful and consider that a stand-
alone initiative would be more appropriate.  But it would need to be clear what the scope of this 
framework would cover: for example, would pensions be included in its scope and would 
pension fund managers and trustees be allowed to invest in the asset classes defined as long-term 
in the consultation document? 
 
Q10.3: Do you agree with the above list of possible eligible assets?  What other type of 
asset should be included?  Please provide definitions and characteristics for each type of 
asset. 
 
We are concerned about definitive, closed and exclusive lists of specific assets that could be 
included in long-term investment funds but acknowledge that indicative or exemplary lists may 
be essential provided they can be non-exclusive and subject to routine change and development 
in the light of innovation and change in the economy.  There may, however, be a case for 
defining the overall characteristics of assets that may be suitable, leaving the final specific choice 
to the judgment of the fund manager. 
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Q10.8: Should a minimum lock-up period or other restrictions on exits be allowed?  How 
might such measures be practically implemented? 
 
No, we do not believe that minimum lock-up periods or other restrictions on exits should be 
implemented for long-term investments targeted at retail investors.  Such measures could reduce 
the appeal of these investments and retail investors may decide not to make any long-term 
savings rather than have their investments “locked away”.  There has been a good deal of 
evidence of this kind of reaction from the UK’s personal pensions industry, leading to recent 
changes to the law to allow greater personal access to pension funds by beneficiaries instead of 
only receiving an annuity income. Lock-up periods could also disadvantage retail investors in the 
market vis-à-vis wholesale participants.  On the other hand, tax advantages are major incentives 
to individuals to save for long-term purposes and can help in overcoming aversion to long-term 
consideration in their savings patterns.  This again has become clear from personal pensions’ 
experience.  
 
 
UCITS IV Improvement 
 
Under the current UCITS IV framework, investment firms have to provide retail investors with 
a KIID before dealing.  When the firm is acting in an execution-only capacity – whereby retail 
investors approach the firm to buy or sell an investment without wanting advice on the matter – 
this can have a significant impact on the efficiency of the service received by the retail investor.  
Such business makes up a significant proportion of retail trading in the EU.  Many APCIMS 
members offer such a service and the vast majority of this business will be undertaken via the 
telephone or internet rather than face-to-face.   
 
When a client uses an execution-only service, they have already made their investment decision 
and the KIID is unlikely to be needed or welcomed, and may already have been accessed by the 
client.  We would like to see in future versions of the UCITS framework derogations for internet 
and distance communications to protect execution-only stockbrokers and others from the 
problems of having to provide a KIID before dealing.  Such derogations could be similar to 
those contained in the European Commission’s Proposal for a regulation on Key Investment 
Documents for Investment Products (colloquially known as the PRIPS proposal).  This would 
maintain the efficiency of execution-only business.  We accept, however, that firms carrying out 
execution-only business should be obliged to provide the most up-to-date version of the KIID 
as soon as possible after the transaction is completed. 
 
We would also like to see explicit provision made for discretionary fund managers who are 
holding mandates to manage private client accounts for individuals, families and other retail 
investors.  These firms are regularly accessing the market for their clients and it is impossible for 
them to send a KIID every time they do so, since this would create market gridlock and stop its 
proper functioning. In the UK, in order to resolve this situation, the national supervisor has 
determined in the rules that the discretionary fund manager is the client of the UCITS 
manufacturer and KIID producer, so it is sufficient to ensure that this firm has the document. 
But it would be more satisfactory if this status were made explicit in the UCITS legislation and if 
such a provision were also included in the distribution section of the eventual PRIPs KID law.  
 
 
 
 
APCIMS 
18 October 2012  


