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The Federation of Finnish Financial Services represents banks, insurers, finance houses, securities 
dealers, fund management companies and financial employers operating in Finland. The Federation has 
about 460 members who employ a total of 43,000 people. 
 
 
Response to the European Commission Consultation on UCITS 
 
Name and address: 
Federation of Finnish Financial Services 
Interest representative ID 7328496842-09 
Bulevardi 28 
00120 Helsinki 
Finland 
 
Contact: Mr. Jari Virta, e-mail: jari.virta@fkl.fi, tel: +358 20 793 4452 
 
 
The Federation of Finnish Financial Services (hereinafter „FFI‟) appreciates the opportunity to respond to 
the Commission Consultation on this topic. Generally, FFI supports the response by Efama. 
Furthermore, FFI would like to point out following considerations. 
 
First, we would like to point out that UCITS rules have served generally well in different market 
situations, preceding the crisis, during the crisis and post crisis. However, in such a situation is it natural 
that UCITS were affected by the crisis. Even in such circumstances the main elements of the UCITS 
legislation has survived. Where necessary some amendments, such as ESMA guidelines on money 
market funds and ETFs have been made without major modification to EU legislation. 
 
In our view the basic elements of UCITS legislation are still valid and we do not see a need for major 
changes. Any possible change should be targeted and subject to thorough impact analysis. 
 
Regarding the individual sections in the consultation document we would like to submit the following 
comments: 
 
ELIGIBLE ASSETS 
Box 1 
 
We do not see any reason to change the rules concerning eligible assets. This is especially because 
under UCITS regulatory framework there are different types of funds which are targeted for different 
investors. The current possibility for choice should be available for UCITS managers which make the 
choice based on the characteristics of an individual UCITS fund. As regards detailed comments we refer 
to Efama response. 
 
 
EFFICIENT PORTFOLIO MANAGEMENT (EPM) 
Box 2 
 
We are of the view that EPM techniques are an important part of managing UCITS funds. The 
importance naturally varies from fund to another. Transactions that are currently considered as efficient 
portfolio management techniques include securities lending, repurchase agreements and reverse 
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repurchase agreements.  
 
This being said, we are open to further proposals to clarify the use of EPM techniques. ESMA 
recommendations provide a good basis for discussions. As regards the proposals on collateral, we would 
like to point out that the role of collateral is very different from investments. Would collateral needed, it is 
typically liquidated and not transferred to the UCITS portfolio. Therefore we do not agree to those 
proposals which would limit collateral to eligible assets (or assets which could be part of a portfolio of a 
given UCITS). For the same reason we do not support proposals which would apply the same 
diversification rules to collateral as are applicable to UCITS portfolio. As regards detailed questions, we 
refer to Efama response. 

 
 
OTC DERIVATIVES 
Box 3 
 
We refer to Efama response. 
 
 
EXTRAORDINARY LIQUIDITY MANAGEMENT TOOLS 
Box 4 
 
First, we would like to point out that liquidity is essential element of UCITS regulatory regime. However, it 
should be recognized that although several elements e.g. diversification rules may improve the liquidity 
of a UCITS fund compared to an individual investment, in extreme market conditions UCITS cannot 
guarantee absolute liquidity if markets are frozen. Therefore it is important to clarify what are the 
circumstances which are to be covered under this heading. 
 
Second, we would like to highlight that even in normal market conditions the UCITS manager needs to 
balance the interests of unit holders willing to redeem their units and those unit holders remaining in the 
fund. It is important to ensure appropriate liquidity but it is equally important to protect long term unit 
holders from short term movements. 
 
With this in mind we note that there are several tools which UCITS can use. Some of them are used to 
manage subscriptions and redemptions in “normal” market conditions, while others are more relevant for 
extraordinary situations. 
 
Additionally we would like to point out that UCITS managers have a business interest to ensure 
adequate liquidity. Any interruptions create unnecessary administrative burden and are not good for the 
business. Their interests are therefore basically aligned with those of investors.  
 
(1) What type of internal policies does a UCITS use in order to face liquidity constraints? If you are an 
asset manager, please provide also information specific to your business. 
 
UCITS management companies have a legal obligation to set up liquidity risk management process in 
place to monitor liquidity constraints and to ensure that the fund is able at all time to meet redemption 
requests from investors. Practical implementation depends on the specificities of a particular fund and 
may include e.g. swing pricing/fair value pricing, deferred redemptions and suspension of redemptions. 
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(2) Do you see a need to further develop a common framework, as part of the UCITS Directive, for 
dealing with liquidity bottlenecks in exceptional cases? 
 
We think that the current framework is sufficient. A high level requirement provides sufficient flexibility. 
 
(3) What would be the criteria needed to define the "exceptional case" referred to in Article 84(2)? Should 
the decision be based on quantitative and/or qualitative criteria? Should the occurrence of "exceptional 
cases" be left to the manager's self-assessment and/or should this be assessed by the competent 
authorities? Please give an indicative list of criteria. 
 
In or view, it would be extremely challenging to define exceptional case in advance. The evaluation 
should be left to the UCITS manager, who would in practice consult their regulator.  
 
(4) Regarding the temporary suspension of redemptions, should time limits be introduced that would 
require the fund to be liquidated once they are breached? If yes, what would such limits be? Please 
evaluate benefits and costs for all stakeholders involved. 
 
We do not see the benefit of such limits. To the contrary, they might in extreme situations lead to 
mechanical decisions which would not be in the best interest of unit holders. Situations leading to such 
considerations are likely to be very different and therefore the outcome needs to be found on a case by 
case basis. 
 
(5) Regarding deferred redemption, would quantitative thresholds and time limits better ensure fairness 
between different investors? How would such a mechanism work and what would be the appropriate 
limits? Please evaluate benefits and costs for all the stakeholders involved. 
 
UCITS manager has a fiduciary duty to their clients which requires that all investors are treated fairly. 
Any decision needs to balance the interests of different investors. Again, we do not see that pre-
determined thresholds would be beneficial. 
 
(6) What is the current market practice when using side pockets? What options might be considered for 
side pockets in the UCITS Directive? What measures should be developed to ensure that all investors' 
interests are protected? Please evaluate benefits and costs for all the stakeholders involved. 
 
In normal circumstances there should be no need for side pockets for UCITS assets. However, we would 
welcome further analysis whether they could be useful in most exceptional circumstances. Such 
circumstance are however more likely to relate to an uncertain situation related to one or limited amount 
of investments and not the market as a whole. It should however be cleat that even in that case the final 
decision should be up to the UCITS manager and not prescribed in the legislation 
 
(7) Do you see a need for liquidity safeguards in ETF secondary markets? Should the ETF provider be 
directly involved in providing liquidity to secondary market investors? What would be the consequences 
for all the stakeholders involved? Do you see any other alternative? 
 
We note that ESMA guidelines have addressed this issue. We have no objections to alternative 
arrangements e.g. direct redemptions as long as they take into account the necessary differences in 
market practices. 
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(8) Do you see a need for common rules (including time limits) for execution of redemption orders in 
normal circumstances, i.e. in other than exceptional cases? If so, what would such rules be? 
 
We do not see any merit in such rules. This should be up to the fund manager and naturally subject to 
appropriate disclosure to investors. 
 
 
DEPOSITARY PASSPORT 
Box 5 

 
 

We have no objection in principle to the introduction of a passport for UCITS depositaries, provided that 
that it will bring tangible benefits to UCITS investors (such as lower depositary fees as a result of 
increased competition among depositaries) without undermining their protection. However, we think that 
agreement on the content of UCITS V and its consistent implementation is absolute precondition for a 
passport. Therefore we see the discussion at this stage as premature.  
 
 
(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)? 
 
A possible positive outcome could be enhanced competition. However, there is also a risk for reverse 
outcome. Would passport lead to only a limited number of depositories that could lead to higher prices, 
especially in smaller markets. 
 
(2) If you are a fund manager or a depositary, do you encounter problems stemming from the regulatory 
requirement that the depositary and the fund need to be located in the same Member State? If you are a 
competent authority, would you encounter problems linked to the dispersion of supervisory functions and 
responsibilities? If yes, please give details and describe the costs (financial and non-financial) associated 
with these burdens as well as possible issues that a separation of fund and depositary might create in 
terms of regulatory oversight and supervisory cooperation. 
 
(3) In case a depositary passport were to be introduced, what areas do you think might require further 
harmonisation (e.g. calculation of NAV, definition of a depositary's tasks and permitted activities, conduct 
of business rules, supervision, harmonisation or approximation of capital requirements for 
depositaries…)? 

 
We see that the issues covered by the UCITS V proposal such as the depositary status (eligibility 
requirements, including capital requirements and appropriate conduct of business rules), a clear 
description of its functions and duties as well as its liability regime should be harmonized. To the 
contrary, we do not see the need for harmonisation of the NAV calculation as it is usually not part of the 
depositary functions. 
 
 
(4) Should the depositary be subject to a fully-fledged authorisation regime specific to depositaries or is 
reliance on other EU regulatory frameworks (e.g., credit institutions or investment firms) sufficient in case 
a passport for depositary functions were to be introduced? 
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The authorization regime for the depositary should be in line with the respective authorization 
requirements for the eligible entities acting as depositaries. 
 
(5) Are there specific issues to address for the supervision of a UCITS where the depositary is not 
located in the same jurisdiction? 
 
It would most likely make the supervision more complicated. 
  
 
MONEY MARKET FUNDS 
Box 6 
 
We refer to Efama response. 
 
 
LONG-TERM INVESTMENTS 
Box 10 
 
We fully support the commission initiative for providing long term investments also for retail investors. 
Generally speaking we see that AIFMD would perhaps be better benchmark for regulation than UCITS 
directive. We would also like to point out that regarding rules on the management of such products full 
consistency with requirements for UCITS and AIF managers need to be ensured. Same management 
company might be interested in managing UCITS, AIF, EuSEF, EuVECA and these long term retail 
funds. Overlapping or conflicting requirements would make such action very difficult and costly 
 
(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? 
 
There are several possibilities. Typical options are direct investments into listed and unlisted companies, 
investments into real estate, UCITS and non-UCITS funds and insurance products. We would also like to 
point out that the fact that a given investment is per se liquid does not prevent it from being used for long 
term investment. 
 
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 are open to the idea of a common framework. A final choice of the structure would require further 
analysis, but preliminary we find it difficult to include it into UCITS framework. There are numerous 
UCITS provisions which would need to be modified. 
 
(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 think that the list is a good starting point for discussions. Care should be taken not to define the 
scope of eligible assets too narrow. 
 
(4) Should a secondary market for the assets be ensured? Should minimum liquidity constraints be 
introduced? Please give details. 
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High level requirements could be needed, but the details should be left to the fund manager to decide. 
 
 
(5) What proportion of a fund's portfolio do you think should be dedicated to such assets? What would be 
the possible impacts? 
 
We are not convinced that such a limit would be needed. Many such funds would be likely to invest all of 
their assets into such assets. On the other hand others might be willing to combine such assets with 
“traditional assets”. The final decision should be up to the fund manager. 
 
 
(6) What kind of diversification rules might be needed to avoid excessive concentration risks and ensure 
adequate liquidity? Please give indicative figures with possible impacts. 
 
General high lever requirement would be enough. The risk of concentration may be different from UCITS 
funds and therefore similar rules would not serve the purpose. 
 
(7) Should the use of leverage or financial derivative instruments be banned? If not, what specific 
constraints on their use might be considered? 
 
To the contrary, according to our understanding leverage is often used in connection to long term 
investment projects. 
 
(8) Should a minimum lock-up period or other restrictions on exits be allowed? How might such 
measures be practically implemented? 
 
A minimum lock-up period may well be needed in practice for certain types of investments. However, it 
should not be prescribed in the legislation. The design of the product should be left to the product 
manager (with appropriate disclosure to investors). 
 
(9) To ensure high standards of investor protection, should parts of the UCITS framework be used, e.g. 
management company rules or depositary requirements? What other parts of the UCITS framework are 
deemed necessary? 
 
AIFMD rules could be  a good starting point for further discussions. 
 
 
(10) Regarding social investments only, would you support the possibility for UCITS funds to invest in 
units of EuSEF? If so, under what conditions and limits? 
 
We do not see any specific reason to make a targeted exemption for EuSEF funds. 
 
 
UCITS IV IMPROVEMENT 
Box 11 
 
(1) Do you think that the identified areas (points 1 to 4) require further consideration and that options 
should be developed for amending the respective provisions? Please provide an answer on each 
separate topic with the possible costs / benefits of changes for each, considering the impact for all 
stakeholders involved. 
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We support the clarifying of the identified areas in points 1 to 4. 
 
(2) Regarding point 5, do you consider that further alignment is needed in order to improve consistency 
of rules in the European asset management sector? If yes, which areas in the UCITS framework should 
be further harmonised so as to improve consistency between the AIFM Directive and the UCITS 
Directive? Please give details and the possible attached benefits and costs. 
 
The issue could be further analysed after the AIFMD regimen is complete and implemented. 
 
Other UCITS IV issues 
 
We would like to point out that currently UCITS IV requires the provision of KIID to all kind of clients be 
they retail or professional. We find this requirement unnecessary in relation to professional clients. They 
typically conduct detailed due diligence when making investments. Further to being unnecessary cost, 
this requirement raises legal risks. Bearing in mind that The Commission PRIP proposal sets similar 
requirement only in case of retail clients, we propose that respective change is made to the UCITS 
directive as well. 


