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The Changing Shape  
of European Investment 
Management
The financial crisis has triggered a series of regulatory 
initiatives that are set to influence the competitive 
landscape for European asset managers. While  
pre-crisis regulation focused largely on market  
efficiency, many of the new measures are focused  
on issues of investor protection. The pace and  
rigour of these developments may increase complexity 
and cost, with potential implications for the way in  
which asset managers structure their businesses  
and plan their strategy. New regulation will create 
both challenges and opportunities for Europe’s  
investment management industry, and redefine the 
criteria for success.
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1 Global regulatory standards on bank capital adequacy and liquidity, agreed to by the members of the Basel Committee on Banking Supervision.
2 Directive 2009/138/EC on the taking up and pursuit of the business of insurance and reinsurance.
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While the European financial services sector has faced significant regulatory change 

over the past decade, the pace of change has accelerated rapidly in the wake of the 

financial crisis. The events of the crisis, including the collapse of Lehman Brothers 

and the Bernard Madoff fraud, have triggered a wave of new regulation worldwide 

that is set to have a significant impact on business practices and operating models.

Foreword

Before the crisis, regulators were largely focused on 

enhancing market efficiency, through initiatives such 

as the Markets in Financial Instruments Directive 

(MiFID) and the evolving framework for Undertakings 

for Collective Investment in Transferable Securities  

(UCITS). In the wake of the crisis, however, the focus 

of regulatory efforts has shifted. Today, the emphasis is 

firmly on addressing systemic vulnerabilities, improving 

market transparency and enhancing investor protec-

tion. Asset managers are increasingly the focus of  

regulatory reform, through initiatives such as the 

Alternative Investment Fund Managers Directive 

(AIFMD) and UCITS V.

A raft of new regulation is in the pipeline. Basel III1 and 

Solvency II2 are set to address capital adequacy and 

risk management in the banking and insurance sectors. 

The AIFMD and the European Market Infrastructures 

Regulation (EMIR) will introduce new regimes for  

alternative funds and over-the-counter (OTC) deriva-

tives, respectively.

Several regulatory initiatives, including the MiFID II 

review, UCITS V, the European Commission’s initiative  

on Packaged Retail Investment Products (PRIPs), 

and the review of the Investor Compensation Scheme 

Directive (ICSD), have implications for the market in 

retail investment products. Meanwhile, depositaries and 

custodians are subject to changes in their responsibili-

ties and legal liability, although the exact framework will 

depend on the final outcome of the legislative and rule-

making process. Regulators also have remuneration in 

their sights, with efforts towards more clearly aligning 

the compensation of individuals in key risk-taking and 

supervisory roles with the long-term performance of their 

businesses, across the financial industry.



2  •  VISION FOCUS

Challenges for Asset Managers

While increasing investor protection and enhancing 

risk management practices are important goals, these 

measures are also likely to increase complexity in terms 

of reporting and cost. They are also likely to have a 

fundamental impact on how investment products are 

marketed and sold. Asset managers may need to under-

take a root-and-branch assessment of their current 

approach, extending from their operating model to their 

product range and target investors.

These changes are happening against the backdrop of 

broader, secular pressures on the industry. The “pension 

gap” is becoming an increasingly acute problem. With 

an ageing demographic, and the shift from defined 

benefit (DB) to defined contribution (DC) pension 

schemes, individuals are having to bear more of the 

investment risk of funding their extended retirements. 

Solid investment returns will become more critical than 

ever to plug the gap. There are many outstanding ques-

tions: Will outperformance be harder to achieve amid 

increased regulatory complexity and cost — against a 

backdrop of only moderate economic growth expecta-

tions? How can asset managers square this dilemma? 

Does this environment create opportunities for asset 

managers that are agile and innovative in the face of 

major regulatory developments?

What is certain is that the industry will experience signifi-

cant evolution, at least in the short to medium term, 

amid continued and rapid regulatory change. This Vision 

Focus paper examines the shift in regulatory emphasis 

post-crisis and highlights some of the key regulatory 

initiatives that will impact European asset managers. 

Drawing on our years of working closely with clients in 

Europe, and our efforts in shaping the regulatory frame-

work in the region, this paper gauges the impact on the 

competitive environment for asset managers and identi-

fies the qualities needed to succeed.
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Although there are myriad regulatory initiatives at 

different stages of development within Europe, each 

addressing a specific area or issue within banking or 

asset management, they are focused around a small 

number of guiding themes and priorities. Investor 

protection is certainly one of these themes, and has 

taken on greater importance post-crisis.

The evolution in regulatory thinking is underscored 

by examining the journey from UCITS IV to UCITS 

V. UCITS IV is the final pre-crisis regulatory initiative 

to be enacted, and is set to come into effect in July 

2011, which is the deadline for all 27 European Union 

(EU) member states to implement its measures at a 

national level. While primarily focused on achieving 

greater market efficiency by enabling fund mergers and 

master-feeder structures across EU member states, the 

directive also has an investor protection element. Under 

UCITS IV, asset managers are required to publish a Key 

Investor Information Document (KIID) for each fund. 

This two-page fact sheet (or three pages in the case of 

structured UCITS) replaces the simplified prospectus, 

and is designed to make it easier for investors to under-

stand and compare fund products. 

The principal aim of UCITS IV is to improve the effi-

ciency of European investment funds by overcoming 

national barriers and promoting economies of scale. 

How successfully the directive can achieve this goal 

will depend on a number of factors, and any progress 

will certainly take some time — the industry will not 

be transformed overnight. Indeed, local implementa-

tion of UCITS IV may serve to highlight the difficulties 

in achieving the holy grail of a pan-European market 

in investment products, given the continuing obstacles 

— particularly around the lack of tax harmonisation — 

across member states. 

UCITS IV is only the latest iteration of the UCITS frame-

work, which has grown into a globally recognised and 

respected brand since the original UCITS directive in 

1985. The framework has evolved over the years, in line 

with asset managers’ expanding needs. For example, 

since the introduction of UCITS III, which allowed 

funds to invest in financial derivatives, hedge funds 

have seized the opportunity to market alternative-style 

investment strategies under the UCITS brand — thereby 

driving the so-called “Newcits” trend. 

UCITS V

The evolution of UCITS is set to continue with the advent 

of UCITS V, which has been designed with the lessons 

of the financial crisis, including the Lehman Brothers 

collapse and the Madoff scandal, firmly in mind. The 

speed with which UCITS V is set to follow the implemen-

tation of UCITS IV underscores the accelerated pace of 

regulatory change. It also highlights the shift of focus 

from market efficiency to investor protection, given that 

UCITS V is targeted at issues such as clarifying the roles 

and responsibilities of depositaries and establishing a 

governance structure for asset managers’ remuneration. 

With regard to remuneration, the key principle of UCITS 

V is to ensure consistency with the regimes in place for 

other financial markets participants. Guidance from the 

Committee of European Banking Supervisors, now the 

European Banking Authority, has already addressed 

remuneration practices in Europe’s banks. UCITS V and 

the AIFMD are likely to crystallise these recommenda-

tions in the asset management industry.

The Shifting European Regulatory Landscape:  
From Market Efficiency to Investor Protection



Importantly, UCITS V draws on the AIFMD (see below), 

with proposals to similarly redefine depositary liability. 

The approach taken by UCITS V will potentially have 

implications for fund managers of all sizes, including 

what functions they may want to delegate to third-party 

service providers, the nature of their continuing respon-

sibilities to the investor, and the extent of the liabilities to 

be assumed by depositaries and custodians.

The answers to these questions will have a direct effect 

on how UCITS fund managers configure and control 

their operating model, and possibly even on how they 

shape their investment strategies. There is the issue of 

where the added cost to asset managers of regulatory 

compliance will fall within the investment value chain 

— and whether it will spur further efforts to streamline 

operating models in order to improve efficiency. Even 

so, it is important that the envisioned harmonised frame-

work carefully balances the crucial goal of heightened 

investor protection with the imperatives of legal certainty, 

cost efficiency and the avoidance of systemic risk.

AIFMD

The exact shape of UCITS V is difficult to accurately 

predict while it is still being formulated, but the AIFMD 

provides some indication of its general intent. The 

EC approved the AIFMD in November 2010, with the  

directive due to come into force in the first half of 

2013. The “Level 2” discussion process, involving the 

European Commission and the European Securities and 

Markets Authority (ESMA), formerly the Committee of 

European Securities Regulators (CESR), will determine 

the exact details of how AIFMD will operate.

Hedge funds, private equity and real estate are among 

the players to fall within the scope of the AIFMD, which 

in general applies to managers of non-UCITS funds. The 

directive will cover all asset managers based, or seeking 

to distribute investment funds, across Europe. The 

directive creates significant potential benefits for alterna-

tives managers by introducing a European passport that 

will make it easier to distribute their investment products 

across the region, but this comes at the expense of 

increased reporting needs and supervisory oversight. 

The directive also imposes capital requirements that will 

cover all but the smallest, independent firms.

There is scope for local regulators to flex the AIFMD as 

they see fit within their respective jurisdictions. Although 

the directive is primarily aimed at safeguarding the inter-

ests of professional investors, individual authorities may 

decide to extend their authorisation to allow the sale of 

alternative funds to retail investors under the auspices 

of AIFMD. 

While the regulatory goals are clear, the costs entailed 

are, at this stage, difficult to quantify. Operationally, alter-

native managers may not have the in-house expertise 

and headcount needed to meet the directive’s require-

ments. Where service providers, including depositaries, 

are required to take on additional responsibilities, they 

will be focused on reducing risks in the cross-border 

investment process for clients.
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While the obvious conclusion is that any additional 

costs will be met from investor returns, the effect of 

the AIFMD and other emerging regulation is likely to be 

more complex. As we explore in Chapter II, the shape 

and pace of regulatory change in Europe is set to have 

fundamental structural implications for the business 

environment for asset managers. Levels of competition 

and innovation are likely to step up a gear. 

The recent flurry of consolidation in the industry could 

persist, as managers pursue scale to absorb increased 

costs and support additional reporting needs. Others 

may decide that by staying small they can be more 

agile in a rapidly changing environment. What is 

certain is that, amid the wealth of emerging regulation, 

there will be winners and losers, and their identity will  

determine the future shape of the European investment  

management industry.
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While serving to established a harmonised framework in the alternatives space, the 

AIFMD may have a significant impact on asset managers in terms of compliance and cost,  

stemming from a variety of operational requirements that include the following:

• Every alternative fund must have a manager authorised by its home member state

• Funds must be valued, at least annually, by a legally or at least functionally  

independent valuer

• Funds are required to have an independent depositary

• The directive sets out extensive and rigorous obligations for reporting to regulators  

and increased levels of disclosure to investors both before they invest and annually once 

they are invested

• Although the detail is being discussed, custodians and depositaries are set to  

assume increased levels of responsibility and liability 

• The directive will cover reward and remuneration structures, linking compensation  

for longer term performance to the degree of risk-taking responsibility of individual  

key employees

• Significant constraints on private equity funds prevent them from cashing in their invest-

ments within 24 months to prevent asset stripping

Alternative Investment Fund Managers Directive (AIFMD)
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The Winners and the Losers

The depth and duration of the financial crisis have left 

a lingering impression on investors’ attitudes toward risk 

and, in some cases, undermined their trust in financial 

markets. Tightening regulation is an important factor in 

restoring that trust. For asset managers, there is compet-

itive advantage to be gained by responding quickly, 

comprehensively and inventively to the emerging regu-

latory environment. Early movers in understanding and 

adapting to new regulation, and in demonstrating to 

clients their efforts, may prove to be the winners. 

The speed of change is a particular challenge, even 

for those individuals whose job it is to monitor regula-

tory developments. Successful firms will be keen to 

demonstrate to existing and potential clients that they 

are knowledgeable about, and ready to adopt, the full 

range of forthcoming initiatives as they are introduced in 

the coming months and years.

While we have already noted above some of the costs 

and complexities that initiatives such as the AIFMD 

may create, these are not the only challenges that asset 

managers may experience. As banking regulation begins 

to exert a greater influence on the asset management 

industry, managers may face regulatory frameworks 

that do not always take sufficient account of the specific 

needs and characteristics of their sector.

Succeeding under such pressures will require careful 

strategic and operational planning. Managers with 

significant product differentiation and expertise, that 

can skilfully adapt their strategic direction to the new 

environment, have an opportunity to increase market 

share. Either way, other managers may target the trend 

towards low-cost index exposure, whereby investors 

allocate a significant proportion of their assets to passive 

managers Either way, the highest-quality systems, 

controls, marketing and execution will be essential.

Whether or not an asset manager chooses to retain 

non-core functions in-house or seek outsourced solu-

tions may come down to whether they have the scale 

to accomplish these tasks cost effectively themselves. 

Certainly for the smaller managers, the required ongoing 

spend will be significant. The increased reporting 

demanded by both regulators and investors will require 

year-on-year investment in technology systems, as well 

as employee training and development.

Drive to Outsourcing

Some of these costs can be eliminated by choosing 

outsourced solutions. Investors and regulators are 

demanding more information, greater insight into under-

lying fund investments and reports in a variety of 

formats. External service providers may be better placed 

to meet such demands as they have the necessary scale 

and technical resources to deliver what is required. 

This is an opportunity for external providers to guide 

and assist clients through the significant regulatory 

and investor-driven change that confronts them. Asset 

managers will be looking for servicing solutions that are 

consistent across jurisdictions and that can successfully 

navigate the regulatory complexity at both a regional and 

local market level. Already, in anticipation of the AIFMD, 

we are seeing heightened interest in independent valu-

ation services.



3 Initiatives to improve financial education at a broader level, through bodies such as the Consumer Financial Education Body in the UK, have an important role to 
play in terms of building consumers’ trust in the financial services industry, although the benefits may take time to come through.
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Experience gained by investment servicing providers 

from delivering such services to the asset management 

community will help ensure that clients benefit from best 

practices. Moreover, the economies of scale that support 

continuous investment in technology and expertise can 

ensure that clients achieve best pricing of compliance 

cost. That said, key issues for service providers are the 

degree of liability they may need to assume on behalf of 

their clients, and any implications in terms of cost and 

risk management.

Question of Scale

Some smaller, entrepreneurial asset managers may 

decide to join larger groups — a tactic that enables them 

to concentrate on their core skills while relying on the 

larger organisation to support their increased regulatory 

and administrative requirements. This trend is already 

evident in the alternatives space. The challenge will 

be retaining a distinctive culture and approach when 

part of a bigger group. There will always be a place for 

smaller, more agile businesses to remain independent, 

especially where they can harness external service 

providers to enable them to concentrate on their core 

fund management capabilities. The challenge for asset 

managers of all sizes will be to stay focused on their core  

DNA — building successful investment portfolios — 

when it is easy to be distracted by the volume of 

emerging regulation.

Evolving Product Proposition

Regulation is likely to have a major impact on future 

product development, and product developers will need 

to collaborate closely with their risk and compliance 

teams — at speed — to ensure that new products are 

compliant, workable and first to market. In this context, 

initiatives such as the KIID and PRIPs are driving greater 

transparency, with the aim of enhancing investors’ 

understanding of product and pre-contractual information.3

The marketing of alternative-style strategies under the 

UCITS brand — a trend that could be accelerated by the 

AIFMD — is serving to bring hedge fund-like vehicles to 

a greater audience. This does, in turn, raise the ques-

tion of whether increased regulation will encourage asset 

managers to push more aggressively at the boundaries 

of what is allowable under frameworks such as UCITS. 

In the wake of the AIFMD, those asset managers that 

currently offer both traditional and alternative strategies 

may consider reconfiguring their alternative products to 

be UCITS compliant, so that their business is subject to 

only one regulatory regime — although this approach 

may have significant drawbacks.

In any event, asset managers will need to be highly 

cognisant of what kind of investor they are targeting. 

Initiatives such as the MiFID II review, which proposes 

the reclassification of products as “complex” and 

“non-complex,” may mean that some UCITS products 

are classified as unsuitable for retail investors. As a 

result, managers may need to develop and target their 

products more narrowly at specific types of investors. In 

addition, there is speculation that regulators will seek to  

reclassify some institutional investors as retail inves-

tors, including local authorities, in an effort to give them 

greater protection.

Asset managers face regulatory action on a series of 

other fronts, with MiFID II, PRIPs and the UK’s Retail 

Distribution Review (RDR) seeking to eliminate any 

conflicts of interest that may exist where distributors 

are remunerated by sales commission from the product 

manufacturers. It adds up to a situation in which 

asset managers will have to rethink the marketing and 

distribution of investment products. When developing 

products, the regulatory constraints will increasingly 

need to be the starting point.



4 For more on this topic, see State Street’s Vision Focus paper, “Asian Funds Passport to Growth,” December 2010.
5 “Towards adequate, sustainable and safe European pension systems,” European Commission green paper, July 2010.
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Overseas Competition

The scale of the financial crisis has triggered collective 

action on the part of regulators globally. Their goal, 

which stems from post-crisis discussions on the future 

of the financial services sector, is that there should be 

global regulation of equal strength. There should be high 

levels of cooperation and reciprocity among regulators 

around the globe, with no weak links. In practice, not 

every market will move to develop its regulatory regime 

at the same pace, and there may be differences of 

interpretation. Effective regulatory arbitrage between 

countries is, at least in the short term, both a risk and an 

opportunity. Where markets can host asset management 

activities without the burden of regulation experienced in 

Europe, there is a risk that asset managers that feel they 

would benefit from such freedom may move their activi-

ties. While regulation within Europe is likely to become 

more harmonised — supported by the creation of the 

new European supervisory architecture — globally there 

are likely to be more regional variations and nuances.

Meanwhile, the popularity of the UCITS platform among 

non-EU fund providers suggests that those seeking to 

offer fund management services in EU markets will 

accept the regulatory burden as part of the price of 

entry. At the same time, the European asset manage-

ment industry will be closely monitoring developments 

in Asia, where the idea of an Asian Funds Passport is 

gathering momentum and could create a regional fund 

vehicle to rival UCITS.4 

Regulation and Pension Liabilities 

The financial crisis has crystallised some of the chal-

lenges facing European pensions. The EC’s July 2010 

green paper, “Towards adequate, sustainable and safe 

European pension systems,” notes that the financial 

crisis “aggravated and amplified” the impact of the trend 

in demographic ageing, and calls for efforts to “improve 

the efficiency and safety” of pension schemes.5 One 

suggestion is that European regulatory efforts or a code 

of good practice could help member states achieve a 

better balance for pension savers and providers among 

risks, security and affordability.

Against the backdrop of extended retirements and the 

relentless shift from DB to DC, the desire for less risk 

and greater reward is a difficult circle to square, particu-

larly while European governments’ credit standings are 

challenged and interest rates remain at historic lows. 

In many ways, the crisis has brought the dilemma for 

regulators into sharp relief: at what point does regula-

tion designed to improve transparency and security for 

pension savers actually make the industry less agile and 

more cost heavy?  

Issues like these will take some time to play out, and 

raise questions over what the regulatory environment 

will look like five to 10 years out. Currently, there is little 

appetite among voters for regulators to take a softer line 

on the industry. Will a realisation of the social impact of 

a more highly regulated industry spur a change of mind?
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In a globally connected financial world, regulatory initiatives may have implications far 

beyond the market in which they originate. A key piece of US regulation that may affect 

European asset managers is the US Foreign Account Tax Compliance Act (FATCA) 2009. 

FATCA aims to ensure the proper collection of tax on income that originates in the US. 

Effective January 2013, it introduces a 30 percent withholding tax on all US-source 

income and sales proceeds and redemptions paid on investments held directly or through 

intermediaries. A fund can avoid this charge by contracting with the US tax authorities 

and agreeing to identify its US investors and account holders. Even if a fund has no US 

investors, in order to avoid the 30 percent tax withholding it will need to enter into an 

agreement with the US, undertake the search for US persons required by the eventual 

FATCA regulatory regime and certify to the custodian of its US assets that it has no US 

investors or has otherwise applied US tax processing to US investors.

Meanwhile, the Dodd-Frank Wall Street Reform and Consumer Protection Act will require 

private fund advisors to register with the US Securities and Exchange Commission (SEC). 

While the focus of the provision is to require registration of hedge funds and private equity 

funds, it applies more broadly to all private funds. Many private funds, such as hedge 

funds, have voluntarily registered with the SEC in the past, but the new law makes such 

registration mandatory. Exemptions include advisors to venture capital funds and “foreign 

private advisors.” The latter must meet a series of criteria, including having no place of 

business in the US, having fewer than 15 clients or investors in the US, and having less 

than $250 million in assets under management attributable to US investors. Non-US 

based advisors required to register with the SEC will need to provide significant levels of 

disclosure and reporting, and follow a wide range of SEC rules, including rules related to 

marketing, advertisement, custody and fee arrangements.

In addition, the Dodd-Frank Act contains comprehensive regulation of derivatives markets. 

Key provisions include mandatory central clearing and trading requirements for many types 

of covered swaps, new real-time reporting requirements for swaps trades, new registration, 

capital and margin rules for swap dealers and major swap participants, and new rules 

related to the segregation of collateral for both cleared and uncleared trades. The specific 

rules for implementation of the Dodd-Frank derivatives provisions are currently being 

developed by the US regulatory agencies.

US Regulation — The Impact on Europe
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End Note

Regulatory Endgame

As successive waves of regulation break over the fund 

management industry, the fallout from the financial 

crisis continues to be deeply felt. By driving greater 

transparency and improved safeguards, regulators are 

trying to restore investor confidence in the industry — 

which can only be a good thing for asset managers. 

However, regulation will also create huge upheaval, 

forcing managers to reconsider many elements of their 

model, from how they structure their operations to the 

type of product and investor they target.

Simply keeping pace with the volume of emerging 

regulation is a huge task. While in general terms the 

regulatory landscape is becoming clearer, the exact 

shape and impact of many regulatory initiatives is still 

uncertain. Nor is it yet clear what the combined impact 

of these initiatives will be. This uncertainty will make it 

difficult for asset managers to take strategic decisions 

about the future of their businesses. 

The past few years have conditioned the industry to 

expect a continuous tightening of regulation. Yet regula-

tion can be adjusted, improved and rescinded if it has 

fulfilled its purpose, become redundant or perhaps even 

gone too far. Indeed, the AIFMD allows for its measures 

to be reviewed in due course. Will the pendulum of 

regulation swing back — and, if so, what will trigger this 

reversal and how long will it take?

For the time being, asset managers need to focus 

on understanding and navigating the new regulatory 

environment. Preparation is everything. Even though 

uncertainties remain, the road signs are in place — and 

there is no time to lose.

This paper is the second in a series of three Vision Focus 

papers on European investment management. The first 

paper, published in October 2010, examined the key 

structural changes in the industry post-crisis, while a 

third paper will examine how the changing needs of 

investors are redefining the investment proposition.
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European Regulation — Some of the Key Initiatives at a Glance

Regulation In brief Who it impacts Current status

 Alternative Investment 
Fund Managers  
Directive (AIFMD) 

• Regulatory capital  
requirements

• Limits marketing of funds 
to professional investors, 
with local exceptions

• Transparency and  
disclosure requirements

• Asset stripping  
regulations for private 
equity firms

• Requirement to use  
depositories and  
custodians

• Liabilities for depositaries 
and custodians (yet to be 
defined)

• Changes to remuneration 
structures

Managers of all non-
UCITS funds including 
hedge funds, private 
equity, property funds 
with geared assets of 
more than €100 million 
or €500 million ungeared 

Approved in November 
2010, “Level 2” 
implementing work is 
currently ongoing to 
define practical aspects. 
Expected to go into effect 
in H1 2013

Capital Requirements 
Directive I, II & III

Establishes regulatory 
framework for capital 
requirements of financial 
services firms. Incorporates 
Basel II banking accord 
including “three pillar” 
approach to capital 
adequacy, controls 
and reporting and also 
remuneration of key staff

Credit institutions and 
investment firms, subject 
to local implementation 
and “proportionality” 
depending on size  
and influence of 
particular firms

Article 122a of CRD III, 
governing securitisations, 
came into effect on  
1 January 2011. The rest 
of the directive is set to 
come into force later in  
the year 

Central Securities 
Depositories (CSD)

• Consultation on a 
common regulatory 
framework on CSDs

• Harmonisation of certain 
aspects of securities 
settlement in the EU

Potentially all market 
participants

Consultation closed on 
1 March 2011. The EC 
intends to put forward a 
legislative proposal in the 
summer of 2011

European Market 
Infrastructures  
Regulation (EMIR)

Regulation for central 
counterparty clearing, 
reporting and risk 
mitigation of over-the-
counter (OTC) derivatives.

All market participants 
and users of OTC 
derivatives

Proposals made in 
September 2010.  
Expected to become 
effective end 2012

Regulatory Update
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European Regulation — Some of the Key Initiatives at a Glance

Regulation In brief Who it impacts Current status

 Investor Compensation 
Scheme Directive  
(ICSD) 

Extending existing investor 
compensation measures 
to include UCITS and 
including all investing 
services and activities 
covered by MiFID

All providers and users of 
MiFID covered services 
and activities

Proposals made  
in July 2010. 
Implementation  
to be phased in  
from 2012 onwards

Markets in Financial 
Instruments Directive 
(MiFID II) 

Revisits MiFID with a view 
to providing consumers 
of financial products 
with greater clarity, more 
thorough reporting and 
increased ethical standards, 
and addressing perceived 
weaknesses in the current 
MiFID framework (e.g., 
pre- and post-trade 
transparency)

Large parts of the 
financial services sector, 
including providers and 
consumers of retail 
investment products

Legislation expected  
Q2 2011

Packaged Retail  
Investment Products 
(PRIPs)

An EC initiative, PRIPs 
was sparked by concerns 
that packaged products, 
such as life assurance 
and structured products, 
may be too complex 
for investors and that 
conflicts of interest may 
exist where distributors 
are remunerated by sales 
commission from the 
product manufacturers

Products rather than 
people, including all 
structured products, 
securities, funds, deposits 
or insurance policies, 
investment funds, 
insurance products having 
a surrender value that in 
some way is subject to 
market fluctuation, OTC 
derivatives, asset-backed 
securities and convertibles

Consultation concluded 
on 31 January 2011

Retail Distribution  
Review (RDR)*

• Improves clarity about 
financial advice for 
consumers

• Regulates payment for 
advisory services

• Increases ethical  
standards among  
financial advisors

• Anyone involved with 
retail investments

• Trade and professional 
bodies

• Advisory firms

• Distributors

• Investment advisors

• Banks, building  
societies, mutuals

• Customers

Due to be implemented by 
31 December 2012

*UK only
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European Regulation — Some of the Key Initiatives at a Glance

Regulation In brief Who it impacts Current status

Securities  
Law Directive (SLD) 

Modernises law on 
securities held in accounts. 
Is likely to cover derivatives 
and funds and will cover 
the duties of account 
providers

Custodians and 
depositaries

Legislation due 
Q2 2011

Short Selling  
Regulation

Covers short selling  
and certain aspects of 
credit default swaps

Participants in markets 
where short selling and 
CDS products are used

To be implemented by  
July 2012 

Solvency II In effect, a Basel II for 
insurance companies. 
Establishes a “three 
pillar” system for risk 
management, governance, 
reporting and ongoing 
supervision, as well capital 
and solvency requirements

All insurance and 
reinsurance firms in the 
European Economic 
Area with gross premium 
income exceeding €5 
million or gross technical 
provisions in excess  
of €25 million

Currently set to apply 
from 1 November 2012, 
although the timetable  
is not yet finalised. A 
delay until 2013 has been 
proposed

UCITS IV The Undertakings for 
Collective Investment in 
Transferable Securities 
allows for:

• Management Company

• Supervision 

• Notification Procedure 
(simplified regulator-to-
regulator communication)

• Key Investor Information 

• Fund Mergers 

• Master-feeder Structures

All fund managers and 
investors in UCITS funds

Member states to adopt 
and implement rules 
that should be effective 
throughout the EU by  
1 July 2011

UCITS V Will focus on investor 
protection. To cover the 
role and liabilities of 
depositaries under AIFMD 
and also to address 
remuneration issues 

All firms covered by 
previous UCITS 

Consultation launched in 
December 2010 aiming for 
draft directive in  
latter part of 2011
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