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Reply to the European Commission Consultation document on “Undertakings 
for Collective Investment in Transferable Securities (UCITS) – Product Rules, 
Liquidity Management, Depositary, Money Market Funds, Long-term 
Investments”. 
 
Assogestioni, the Italian Association of the Investments Management Industry, 
appreciates the Commission’s initiative and is glad to participate in the consultation 
on “Undertakings for Collective Investment in Transferable Securities (UCITS) – 
Product Rules, Liquidity Management, Depositary, Money Market Funds, Long-term 
Investments”. 
 
Assogestioni, being member of EFAMA (European Fund an Asset Management 
Association) has worked in close collaboration with EFAMA, and broadly supports 
EFAMA’s position. Therefore, in our considerations we will focus on those matters 
that are more specifically of interest to members of Assogestioni. 
 
We are at your disposal for any further information and we look forward to 
contributing to the future regulatory work of the Commission. 
 
Kind regards,  

The Director General 
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1. ELIGIBLE ASSETS (BOX 1)  
 
(1) Do you consider there is a need to review the scope of assets and exposures 
that are deemed eligible for a UCITS fund? 
 
In general we deem that there is no need to review the scope of assets and 
exposures of the UCITS framework. The success of UCITS comes from the balance 
between the flexibility on the investment side and a robust regulatory framework 
protecting investors. The latter is based principally on a comprehensive set of 
investment restrictions and the appropriateness and robustness of risk 
management. 
 
(3) Do you consider there is a need to further develop rules on the liquidity of 
eligible assets? What kind of rules could be envisaged? Please evaluate possible 
consequences for all stakeholders involved.  
 
The liquidity of the fund portfolio is a key element for a UCITS. UCITS framework 
already requires the management of liquidity risks but further work on this issue 
would be appropriate. A common standard or principles would increase 
harmonization of the risk management process and ensure the liquidity of the 
portfolio as a whole, rather than of the single assets.  
 
(5) Do you consider there is a need to further refine rules on exposure to non-
eligible assets? What would be the consequences of the following measures for 
all stakeholders involved:  

- Preventing exposure to certain non-eligible assets (e.g. by adopting a 
"look through" approach for transferable securities, investments in 
financial indices, or closed ended funds).  

- Defining specific exposure limits and risk spreading rules (e.g. 
diversification) at the level of the underlying assets.  

 
We deem important to underline the fact that the exposure to non eligible assets 
allows UCITS not only to take exposure into other sector or market segments but 
also to diversify its risk.  
 
We welcomed the approach adopted in CESR Guidelines concerning eligible assets 
for investment by UCITS (CESR/07/044) where different rules were set for 
investment on financial derivatives on commodities, depending on the purpose of 
the exposure to these securities: risk diversification or investments. We believe that 
this principle allows good balance between flexibility on investments and prevention 
of excessive exposure to certain non-eligible assets. The possibility of investing a 
small part of the portfolio in non eligible asset is consistent with the purpose of 
assets diversification limits i.e. the prevention of excessive concentration of 
investments. 
 
However we would be very interested in engaging in a dialogue with the regulator to 
discuss on further harmonisation on the classification of some financial instruments 
(for example certificates or ETC) as securities, financial instruments embedding a 
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derivate, structured products or financial instruments linked to the performance of 
non eligible assets. We suggest further work on the characteristics that financial 
instruments linked to the performance of non eligible assets should have in order to 
be eligible for a UCITS.  
 
In case further rules should be introduced, we would prefer a review of the existing 
exposure limits regarding non-eligible assets rather than the imposition of a look 
through approach. The latter involves greater complexity of the organisational and 
compliance process and introduces some elements of arbitrage, when updated 
information is not always available.  
 
(7) Do you consider that market risk is a consistent indicator of global exposure 
relating to derivative instruments? Which type of strategy employs VaR as a 
measure for global exposure? What is the proportion of funds using VaR to 
measure global exposure? What would be the consequence for different 
stakeholders of using only leverage (commitment method) as a measure of 
global exposure? If you are an asset manager, please provide also information 
specific to your business.  
 
UCITS should autonomously decide what method to use for the calculation of global 
exposure: commitment approach or VaR. The latter provides a more accurate view 
of the global risk of portfolio, especially when derivatives exposure are offset by 
other derivatives, however if only one method was to be imposed (commitment 
approach) the portfolio risk of some strategies such as option strategies could not 
be taken into account appropriately.  
 
In any case it is important to clarify that the sum of the notionals of the derivatives 
used or the sum of gross exposure of the derivatives used divided by NAV should 
not be introduced as leverage test. 
 
(8) Do you consider that the use of derivatives should be limited to instruments 
that are traded or would be required to be traded on multilateral platforms in 
accordance with the legislative proposal on MiFIR? What would be the 
consequences for different stakeholders of introducing such an obligation?  
 
We do not agree with a limitation of the use of derivatives to only those instruments 
that are traded or would be required to be traded on multilateral platforms in 
accordance with the legislative proposal on MiFIR. Limiting the scope has a 
substantial negative effect on UCITS hedging strategies. As of today, the derivatives 
traded are very limited and could not meet all UCITS needs. Furthermore, it is too 
early to know whether the derivatives traded within the EMIR framework will respond 
to the UCITS needs. 



 
 
 

 
 

 

4

2. EFFICIENT PORTFOLIO MANAGEMENT (BOX 2) 
 
(1) Please describe the type of transaction and instruments that are currently 
considered as EPM techniques. Please describe the type of transactions and 
instruments that, in your view, should be considered as EPM techniques.  
 
Transactions and instruments that are currently considered EPM techniques are 
buy&sell back, sell&buy back and securities lending. Also repo and reverse repo are 
considered as EPM techniques, even if they are not generally used in Italy. In some 
cases also transactions in financial derivatives are considered as EPM techniques.  
 
(2) Do you consider there is a specific need to further address issues or risks 
related to the use of EPM techniques? If yes, please describe the issues you 
consider merit attention and the appropriate way of addressing such issues.  
 
We welcome the Commission having raised this issue. Even if the ESMA Guidelines 
on UCITS ETFs and other UCITS issues (ESMA/2012/474) already cover issues or 
risks related to the use of EPM techniques we deem it important that some 
questions should be discussed with Parliament and Council and take the form of 
Level 1 text.  
 
We refer in particular to: 

- the method of calculation of counterparty risk (please refer to our answer to 
question 2 in Box 3); 

- consistency of rules on collateral between the requirements for OTC and EPM 
transaction (please refer to our answer to question 2 in Box 3); 

- collateral requirement (please refer to our answer to question 6); 
- the economic substance of certain EPM transactions  (please refer to our 

answer to question 9). 
 
(4) Please describe the type of policies generally in place for the use of EPM 
techniques. Are any limits applied to the amount of portfolio assets that may, 
at any given point in time, be the object of EPM techniques? Do you see any 
merit in prescribing limits to the amount of fund assets that may be subject to 
EPM? If yes, what would be the appropriate limit and what consequences would 
such limits have on all the stakeholders affected by such limits? If you are an 
asset manager, please provide also information specific to your business.  
 
The market practice is defined by the Member States. 
 
(5) What is the current market practice regarding the collateral received in 
EPM? More specifically:  

- Does the collateral include assets that would be considered as non-
eligible under the UCITS Directive?  

 
We are not aware of collateral including assets that are non-eligible under UCITS 
Directive. 
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- Does the collateral include assets that are not included in a UCITS fund's 
investment policy? If so, to what extent?  

 
Yes, it could be. We believe that the type of assets constituting the collateral does 
not necessarily reflect the composition of the UCITS fund’s investment policy. We 
deem that the key driver for collateral is the speed at which collateral can be 
liquidated at a price close to its pre-sale valuation. The risks that the proceeds of 
the collateral sale do not cover the loss arising from the default of the counterparty 
have to be managed through the identification of appropriate haircut together with 
qualitative principles of diversification.  
 
The guarantee function of the collateral is not necessarily achieved if the assets 
used are coherent with UCITS funds’ investment policy. Indeed a strong positive 
correlation has a potentially negative effect on the guarantee function. This could be 
the case, for example, for an UCITS that tracks an emerging markets index and has, 
as collateral, equities of an emerging market issuer.  
 
In addition, and in particular in relation to securities lending activities, the 
obligation to request collateral correlated to the securities held in the portfolio (and 
therefore object of the loans) may also significantly reduce the attractiveness of the 
securities lending programmes and therefore negatively impact the potential returns 
for the UCITS.  
 
(6) Do you think that there is a need to define criteria on the eligibility, 
liquidity, diversification and re-use of received collateral? If yes, what should 
such criteria be?  
 
Yes, we believe that criteria on the eligibility of the collateral for reducing 
counterparty risk should be defined. In case of counterparty default, it is essential 
that the collateral assets can be liquidated in a very short time to eventually 
reconstitute the position in line with the UCITS investment objective. We believe that 
haircut policy together with the liquidity of the collateral are much more important 
criteria than diversification.  
 
We believe that the collateral should comply with the following principles: 

- Liquidity: any collateral posted must be sufficiently liquid in order that it can 
be sold quickly at a robust price that is close to pre-sale valuation.  

- Valuation: collateral must be capable of being valued on a daily basis at least 
and ‘stale prices’ should not be allowed. An inability to value collateral 
through independent means would clearly place the UCITS at risk, and this 
would also apply to ‘mark to model’ valuations and to assets that are thinly 
traded. 

- Quality / Haircut: as collateral provides secondary recourse, the credit quality 
of the collateral issuer is important. This may involve the use of haircuts in 
the event of a less than ‘very high grade’ credit rating. It should be 
reasonable to accept collateral on assets that exhibit higher price volatility 
once suitably conservative haircuts are in place. 
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- Correlation: correlation between the OTC counterparty and the collateral 
received must be avoided.  

- Diversification (asset concentration): there is an obvious risk if collateral is 
highly concentrated in one issue, sector or country.  

- Safe keeping: where there is a title transfer, the collateral received should be 
held by the depositary of the UCITS. For other types of collateral 
arrangement, the collateral can be held by a third party custodian which is 
subject to prudential supervision, and which is unrelated to the provider of 
the collateral. 

- Enforceable: collateral must be fully enforced by the UCITS at any time 
without reference to or approval from the counterparty. 

 
As regards the re use of the collateral, the criteria should be: 

• Non-cash collateral cannot be sold, re-invested or pledged. 
• Cash collateral received can only be:  

- placed on deposit with entities prescribed in Article 50(f) of the UCITS 
Directive;  

- invested in high-quality government bonds;  
- used for the purpose of reverse repo transactions, provided the 

transactions are with credit institutions subject to prudential 
supervision;  

- invested in short-term money market funds as defined in the 
Guidelines on a Common Definition of European Money Market Funds.  

- used to pay redemption.  
 
Should the Commission perceive a need to identify a quantitative rule on collateral 
diversification, we suggest considering the different scope of securities and money 
market instruments issued or guaranteed by OCSE Member States, public 
international body or local authorities. The function of guarantee of the collateral 
could be reduced if a UCITS could receive high quality government bonds only for a 
limited amount of its NAV.   
 
We believe also that the combination of the collateral received by UCITS and the 
assets of the UCITS not subject to EPM techniques should not comply with UCITS 
diversification rules. Collateral diversification and UCITS assets diversification rules 
have two distinct objectives which should not be confused: the purpose of the 
collateral diversification is to reduce counterparty risks while the purpose of the 
assets diversification is to prevent excessive concentration of investments. The 
assets constituting collateral have a guarantee function as they constitute a 
secondary guarantee after the first guarantee offered by the counterparty.  
 
(7) What is the market practice regarding haircuts on received collateral? Do 
you see any merit in prescribing mandatory haircuts on received collateral by a 
UCITS in EPM? If you are an asset manager, please provide also information 
specific to your business.  
 
A mandatory definition is not necessary; the definition of the most appropriate 
haircuts should be determined by the risk management. Indeed, we support a 
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proposal to develop a common standard or principles to be applied by UCITS in 
defining such haircuts.  
 
(8) Do you see a need to apply liquidity considerations when deciding the term 
or duration of EPM transactions? What would the consequences be for the fund 
if the EPM transactions were not "recallable" at any time? What would be the 
consequences of making all EPM transactions "recallable" at any time?  
 
We deem that EPM techniques should be one of the several factors that the 
management company should consider in performing its liquidity risk management 
process. This process should be an adaptive one and reflect the investment strategy, 
the current circumstances as well as the redemption policy laid down in the funds 
rules or the type of investors and distribution channel. Risk management must 
therefore also ensure that the risks of repo and reverse repo transactions are 
adequately captured and managed ensuring that such transactions do not 
compromise UCITS ability to execute redemption request. 
 
Should the Commission need to apply restrictions on recallability at any time, we 
agree with set rules for securities lending transactions; indeed we do not agree that 
both repo and reverse repo (and similar transactions such as buy&sell back) should 
be recallable any time, especially when these operations are “short term”.  
 
In particular, a buy/sell back transaction with trade date T, and settlement date T+2, 
T+3 should be considered equivalent to an overnight buy/sell back transaction. In 
addition transactions that are liquidated within a short period (for example within 
seven business days) should be admitted without limitation. To draw a parallel, in 
CESR’s guidelines concerning eligible assets for investment by UCITS (CES/07-044b) 
it is indicated that “when assessing the liquidity of a money market instruments [...] 
at the instrument level [have to be taken in account] possibility to repurchase, 
redeem or sell MMI in a short period (e.g. seven business days)”. 
 
A threshold on the non-recallability would effectively restrict UCITS from entering 
into fixed-term reverse repo or buy/sell back contracts and as such would restrict 
the return available from this technique. Furthermore, in Italy the introduction of 
such rules would de facto forbid all buy&sell back other than overnight transactions 
since these are not recallable forward transactions. 
 
(9) Do think that EPM transactions should be treated according to their 
economic substance for the purpose of assessment of risks arising from such 
transactions?  
 
We welcome the Commission discussion on this issue. We agree that from an 
economic point of view the following operations are equivalent: reinvestment of the 
cash collateral received for securities lending, reinvestment of the amount of cash 
received in repo transaction or investment of the amount borrowed. 
 
Therefore, we strongly support the Commission’s intention to develop further work 
with the aim of clarifying whether it would be possible or not to exceed the 10% 
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limit on borrowing (art. 83(1) of the UCITS Directive) with some EPM transaction, in 
order to foster a harmonised interpretation and a level playing field. 
 
However, great care should be taken, in formulating rules in relation to an 
identification of a threshold limit to avoid limitation of the opportunities to 
maximize returns, provided that risk management processes are robust and the 
limits set on the type of securities in re-using cash collateral (please see our answer 
to question n. 6). 
 
(12) What is the market practice in terms of information provided to investors 
as regards EPM? Do you think that there should be greater transparency 
related to the risks inherent in EPM techniques, collateral received in the 
context of such techniques or earnings achieved thereby as well as their 
distribution?  
 
In general, we think that there should be a greater transparency related to the risks 
inherent in EPM techniques, but we believe that detailed information on collateral, 
that requires periodic updates, when changes occur on the collateral policy, should 
be given on an ex post basis in the UCITS’ annual report, rather than in the 
prospectus or on a website. This has special relevance, for instance, to the 
information on the level of collateral required or on haircut policy. 
 
 
3. OTC DERIVATIVES (BOX 3) 
 
(2) For OTC derivatives not cleared through central counterparties, do you 
think that collateral requirements should be consistent between the 
requirements for OTC and EPM transactions? 
 
In general, we deem that the method of calculation of counterparty risk and 
collateral requirements between the requirements for OTC and EPM transactions 
should be consistent.   
 
In particular, concerning the method of calculation of counterparty risk, we agree 
with the principle set in CESR Guidelines 10/788, where any net exposure to a 
counterparty generated through stock-lending or repurchase agreement should be 
included in the 20% limit specified in Article 52(2) of UCITS Directive, net exposure 
being understood as the amount receivable by the UCITS less any collateral provided 
to the UCITS, where the latter respects some criteria. 
 
(3) Do you agree that there are specific operational or other risks resulting 
from UCITS contracting with a single counterparty? What measures could be 
envisaged to mitigate those risks? 
 
Where the counterparty is a CCP we do not think that there are specific operational 
or other risks. In other case, some risks might exist and for this reason UCITS may 
only have a 10% exposure to a single counterparty. To mitigate those risks collateral 
should be posted and UCITS should have a clear haircut policy in place, adapted to 
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each class of assets received as collateral. Further UCITS can use down payment 
clauses.  
 
(5) What would be the benefits and costs for all stakeholders involved of 
requiring calculation of counterparty risk and issuer concentration of the 
UCITS on an at least daily basis? 
 
We believe that from a risk management point of view, an analysis on a daily basis 
on the counterparty exposure or on concentration limit would allow better 
monitoring and assessment of the risk taken and allow taking appropriate action, if 
necessary.  
 
At the same time, it should be considered the monitoring comes at a cost that have 
an impact on all the stakeholders involved, that  might not be proportionate to the 
benefit of such action, due to varied nature of the different UCITS. For example 
controls on buy and hold funds could be different from that one on absolute funds.  
 
Therefore we deem that the frequency of calculation of counterparty risk and issuer 
concentration should be made, for a UCITS with daily NAV, at least on a daily basis. 
A larger delay on the calculation may be allowed when a daily frequency is not 
adequate and proportionate to the nature, scale and complexity of the management 
company’s activities and of the UCITS it manages.  
 
For UCITS with other NAV valuation frequency, the frequency of calculation of 
counterparty risk and issuer concentration calculation should reflect this different 
frequency. 
 
 
4. EXTRAORDINARY LIQUIDITY MANAGEMENT TOOLS (BOX 4)  
 
We deem that the liquidity of the UCITS is an essential element to the success of the 
UCITS. Therefore all initiatives that could refine the process of the liquidity risk 
management already requested in the UCITS Directive and enhanced with UICTS IV 
Directive are highly welcomed.  
 
In this context, to a large extent we support the recent published principle set out in 
the IOSCO Consultation Report on Principles of Liquidity Management for Collective 
Investment Schemes.  
 
In general we do not regard as necessary to define what is an exceptional case or a 
common framework for dealing with liquidity bottlenecks or other arrangements 
imposing the liquidation of a fund when the limit on temporary suspension of 
redemptions is breached due the extraordinary nature of these events and their 
origins.  
 
Should Commission need to refine rules, we suggest harmonizing preventive tools 
(such as swing pricing) and exceptional tools that could be left to the UCITS 
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manager’s choice, depending on its evaluation of the specific circumstances of each 
case. 
 
 
5. DEPOSITARY PASSAPORT (BOX 5) 
 
We deem that the introduction of a depositary passport can be an opportunity to 
enhance the competitiveness in the sector. This is the natural step following the 
UCITS V introduction of a common framework for the depositary services with 
regard to status, functions, and liabilities of UCITS depositaries.  
 
From a fund/investors perspective, it can be expected that the depositary passport 
leads to a reduction of the costs, in response to a more competitive market for 
depositary services and to the possibility of economies of scale. 
 
From the perspective of a management company managing UCITS in more than one 
country, it could be more efficient to have a single depositary for all UCITS rather 
than having one different depositary for each country where it performs its 
activities. 
 
This said, we believe that before introducing the passport, the Commission should 
accurately evaluate whether the objectives of the UCITS V of introducing a common 
framework for the depositary services have been achieved or not. The purpose of 
such harmonization is to ensure that all UCITS investors enjoy the same level of 
protection and to avoid possibilities of regulatory arbitrage. The effective 
harmonization might be verified in practice through a review performed by ESMA 
across Member States after the implementation of the UCITS V. 
 
 
6. MONEY MARKET FUNDS 
 
Liquidity and redemptions (BOX 8) 
 
(4) Do you consider that adding liquidity constraints (overnight and weekly 
maturing securities) would be useful? How should such a mechanism work and 
what would be the proposed proportion of the assets that would have to comply 
with these constraints? What would be the consequences, including in terms of 
investors' confidence?  
 
We do need necessary adding liquidity constraints to MMFs to be able to meet 
redemptions. The very limited duration and the close average maturity of assets in 
the portfolio should already provide sufficient liquidity to the product. In addition, a 
robust liquidity risk management process, taking also in due consideration the 
redemption policy laid down in the funds rules or the type of investors, impose, 
where necessary, to MMF itself liquidity constraints. We deem also that adding 
specific compulsory liquidity constrains, such as overnight and weekly maturing 
securities in a minimum percentage on NAV, will increase MMFs transaction costs.  
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(6) If you are a MMF manager, what is the weighted average maturity (WAM) 
and weighted average life (WAL) of the MMF you manage? What should be the 
appropriate limits on WAM and WAL?  
 
We deem that the rules on WAM and WAL provide a robust framework to limit the 
main risks to which MMFs are exposed.  
 
Should Commission need to refine rules, we suggest allow non Short-Term MMF to 
invest also in high quality floating rate securities with a residual maturity until the 
legal redemption date over to 2 years, provided that the time remaining until the 
next interest rate reset date is less than or equal to 397 days. Guidelines appears 
particularly strict in relation to credit risk arising from holding securities with a 
medium/high residual maturity, but MMF can be exposed to the same risk in an 
important way by the detention of rated securities (short-term) less than the 
equivalent long-term rating or, in certain circumstances, even through the 
acquisition of unrated securities. 
 
Investment criteria and rating (BOX 9) 
 
(3) What would be the consequences of prohibiting investment criteria related 
to credit ratings? 
 
We believe that the responsibility of the assessment of the quality of money market 
instruments is on the management company. Credit rating could be used as an 
element of the analysis but valuation should not be limited a priori by the rating of 
credit rating agencies: in the process of evaluating a security, investment managers 
should be allowed to discharge the credit rating if the internal due diligence process 
leads to different conclusions.  
 
We would also like to draw the attention to the following requirement indicated in 
the CESR’s guidelines on money market fund (CESR/10-049), confirmed also in the 
ESMA Q&A (ESMA/2011/273): “a money market instrument not to be of high quality 
unless it has been awarded one of the two highest available short-term credit 
ratings by each recognised credit rating agency that has rated the instrument”. 
 
As there are already 28 recognised rating agencies we believe that requiring the 
credit rating of the money market instruments for each of them is unworkable for 
economic and organisational reasons.  
 
 
7. LONG-TERM INVESTMENTS (BOX 10) 
 
We welcome the Commission’s proposal to work towards the development of an 
appropriate EU framework for retail investment funds investing in long-term assets 
which would benefit from a EU passport. The proposal calls for an accurate 
evaluation aimed at designing a product, which invest in long term investments, 
and, at the same time, is adequate to the characteristics of retail investors.   
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(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? 
 
We consider that retail investors would be interested in investing in long term 
products if the legislation provides for the right incentives. Indeed, retail investors 
may accept investments which provide a limited redemption framework for several 
years if they obtain and perceive significant advantages such as those associated 
with tax benefits. 
 
From a fund managers’ perspective, there is certainly an appetite to develop funds 
that enable retail investors to seek long-term outcomes in pursuit of their individual 
goals. It is surely an opportunity to enter in new activities and to invest in long-term 
assets as part of a well-diversified and risk-reward adjusted investment portfolio.  
 
(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?  
 
Generally speaking, we do not advocate an inflation of new directives or regulations 
covering investment funds. This requires, therefore, an assessment of whether the 
introduction of long term investments funds could fall under the existing regulatory 
framework (i.e. UCITS and AIFMD), and how it could be achieved.  
 
We believe that long-term investment funds for a retail market are not fit for the 
AIFMD framework, as it is primarily designed for institutional investors and it is not 
conceived as a product regulation.  
 
With reference to the UCITS, two issues could arise. The first issue is related to the 
characteristics of the new type of funds, given that the current UCITS framework is 
not well suited for the characteristics of a long term and illiquid investment. In this 
context the rules regarding the eligible assets, the liquidity and the redemption 
rights should necessarily be revisited. The second issue is connected to the risk of a 
dilution of the brand “UCITS” and the creation of confusion among retail investors 
within the EU and in global markets. In order to avoid this risk, the UCITS directive 
could be reframed in two different sections: one should regulate the traditional 
UCITS funds and the other should regulate the new “long term investment” collective 
scheme. Investors could then benefit from a clear distinction between the two types 
of funds even if they would be regulated under the same directive. From the fund 
manager’s point of view, the management company obtaining the UCITS license 
should be allowed to market and manage both “traditional” UCITS and new “long 
term product” (via an EU passport).  
 
If, instead, the development of a new stand-alone framework will be chosen, we 
believe that an EU framework for long-term investment funds should be embedded  
alongside the investor protection principles of the UCITS directive while taking into 
account the specificities of the long term investment assets and should facilitate EU-
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wide marketing and management of this new fund type (via an EU passport). The 
UCITS framework contains, among other, provisions relating to risk management, 
liquidity management, organizational rules and internal audit that are fit for 
purpose. The UCITS framework also shows the importance of including very solid  
risk management provisions and requirements in relation to stress tests, back-
testing systems, reporting to competent authorities and disclosure of information to 
investors through the KIID, prospectus and periodic reports. Additionally, we also 
believe that the benefits of UCITS governance concepts, such as the management 
company and the depositary would also be important building blocks to develop a 
framework dedicated to funds investing in long-term assets.  
 
(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 believe that it is very important to ensure sufficient flexibility in the 
determination of the eligible assets, keeping, at the same time, in consideration the 
necessity of ensuring a sufficient amount of liquidity for investors. We agree that 
property, infrastructure and small businesses (non listed companies) should all be 
primary asset classes to be included in a new long term investment scheme. 
 
Further and taking into consideration the U.S. experience, we observe that the loans 
are an asset class that can offer higher returns than bonds and is consistent with the 
characteristics of funds that could have higher percentage of illiquid assets. Being 
equal creditworthiness of the issuer, this asset class offer an appealing risk adjusted 
return, higher recovery rates and lower default rate than a corresponding high yield 
bond. The eligibility of this asset class would encourage a secondary market 
converging towards US market practice and increase the possibility of financing 
smaller companies. 
 
(4) Should a secondary market for the assets be ensured? Should minimum 
liquidity constraints be introduced? 
 
Given the fact that a retail investor personal situation and/or financial position may 
change over time due to unforeseen circumstances requiring the disposal of certain 
financial in short order, it may be appropriate to build in some percentage of early 
redemption facility for such investors. 
 
In order to increase the attractiveness of such products to retail investors, we would 
also recommend permitting at least semi-open funds structures enabling investors 
to redeem their units at regular intervals. 
 
(5) What proportion of a fund’s portfolio do you think should be dedicated to 
such assets? What would be the possible impacts?  
 
The proportion of a portfolio allocated to such assets would depend upon the fund’s 
investment objectives, time horizon and the liquidity it offers to its retail investors. 
The possible impact of investing in such assets could be an improvement of 
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risk/return of the portfolio in the long term, combined with lower correlation with 
traditional markets. From a real economy perspective, long term investments could 
provide private resources thus supporting growth, job creation and the development 
of specific infrastructural projects. 
 
(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. 
 
As a general rule, diversification is an essential feature of fund investments and is of 
particular relevance in the case of open-ended funds.  
 
(7) Should the use of leverage or financial derivative instruments be banned? If 
not, what specific constraints on their use might be considered? 
 
The use of financial derivatives instruments in long-term investment funds should 
not be banned considering that these instruments may be very useful to mitigate 
certain investment risks, such as currency risks, in the best interest of investors. 
 
(8) Should a minimum lock-up period or other restrictions on exits be allowed? 
How might such measures be practically implemented?  
 
In order to ensure the most efficient functioning of such long-term investments for 
the best interest of all the investors, it may be sensible to allow a prescribed 
minimum investment period prior to allowing redemptions and also generally limit 
redemptions on an ongoing basis. It would be required to define certain parameters 
around allowable circumstances which may allow earlier redemption by an investor, 
without unduly negatively impacting the other investors and also allowing the fund 
manager to efficiently carry out the investment mandate to the best of its ability.  
 
(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? 
 
See our answer to question 2 above.  
 
(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? 
 
In order to facilitate fund-of-funds structures providing enhanced diversification to 
retail investors, we would see benefits in allowing UCITS funds to hold units of 
target funds investing in unlisted companies or other long-term assets, including 
EuSEF. 
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8. UCITS IV IMPROVEMENT (BOX 11) 
 
(1) Do you think 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. 
 
We welcome the fact that the Commission takes the opportunity of this Consultation 
to consider a number of improvements to the UCITS IV legal framework. In addition 
to the detailed comments below, we fully agree that the areas identified by the 
Commission would indeed require further regulatory actions in order to facilitate the 
use of some of the measures adopted under UCITS IV and maximize their benefits 
for investors.  
 
Fund Merger  
A topic which deserves specific attention is related to the costs of merger 
notifications provided by the directive. According to article 43 of the directive, 
notice of a prospective merger has to be given in writing to unit holders of the 
receiving UCITS. This requirement generates a lot of costs for the industry to such 
an extent that in some cases the benefits of a merger could be outweighed by the 
costs of undertaking the merger. In this context, we consider that the need for a 
notification to the investors of the receiving UCITS depends on the size of the 
receiving UCITS. In those cases in which the merging fund is smaller compared to 
the receiving fund, the investors of the receiving fund have really non consequences 
from the merger and the notification does not in any way enhance the protection of 
the investors. This issue is also related to the general issue concerning the method 
of the notification. The requirement that the information had to be provided on 
paper or another durable medium entails vary high costs and is not justified in any 
circumstances. 
 
This said, we ask the Commission to consider the possibility to restrict the 
notification requirement to unit holders of the receiving UCITS only to those cases in 
which the merger has a substantial impact on their investments. More in general, we 
ask the Commission to evaluate whether or not the requirement of a notification in 
writing or by means of other durable medium is justified from an investor protection 
perspective, considering the high costs that it creates for the industry. 
 
Inducements  
The implementation of UCITS IV discipline has given rise to significant doubts on the 
correct interpretation of article 29 of the Directive 2010/43/EU concerning 
safeguarding the best interests of UCITS (i.e. inducements); in particular, it is not 
clear whether the management fees and their retrocession to intermediaries that 
place UCITS are included within the scope of the said disposition, given the fact that 
the latter refers only to the inducements received or provided in relation to the 
activities of investment management and administration to the UCITS and not to the 
activities directly linked with the placement of the product. In this respect, it would 
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be very useful to understand: (i) whether the management fees are included in the 
scope of article 29 of the Directive 2010/43/EU; (ii)  in case the management fees 
are included in the scope of the said disposition, if it is considered an inducement 
under article 29, paragraph 1, lett. b), their partial rebate to the intermediary that 
place the UCITS or to single investors (for example, institutional investors); in the 
latter circumstance, we would like to understand also if the rebate of a percentage 
of the management fees to the said investors is subject to specific conditions in 
order to satisfy the requisites of lett. b), point (ii).  
 
Mis-calculation of the NAV 
We consider the need for an harmonization of the rules regarding the consequences 
of an incorrect calculation of the NAV. Given the current situation of different  
tolerance thresholds for NAV calculations in each Member State, it would be 
particularly desirable to establish a “harmonized” thresholds of material NAV 
miscalculations that take into due consideration the asset classes of the different 
UCITS. Each jurisdiction currently follows an individual approach, whereas it is clear 
that the fund shareholder should rely on a harmonized system of NAV adjustment 
for UCITS funds and should be equally protected regardless of the origin of the 
product. Different systems imply that fund subscribers may be significantly 
penalized or favored during the subscription or repayment phase depending on the 
fund’s jurisdiction of origin.  
 
(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. 
 
With regard to the activities allowed for UCITS management companies we deem 
that they should be allowed to provide the service of “reception and transmission of 
orders in relation to one or more financial instruments”.  
 
 
 


