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Mathieu Maurier, Country Manager for Societe Generale
Securities Services (SGSS) in Luxembourg since 1 September,
looks at a number of issues currently facing the asset
management industry.
UCITS is still unassailable
)HZIXQGVWUXFWXUHVDUHKHOGLQVXFK
KLJKHVWHHPDVWKH8&Ζ76ȃDSURGXFW
WKDWKHOSHGDXJPHQW/X[HPERXUJȇV
position as a leading European fund
domicile and is widely purchased by retail
and institutional investors worldwide.
+DUPRQL]DWLRQKDVDOORZHGWKH8&Ζ76
WRȵRXULVKZLWKLQWKH(8ZKLOHLWVVWURQJ
reputation for transparency and investor
protection has seen it succeed on the
global stage, acquiring a loyal following
LQ$VLD3DFLȴFDQG/DWLQ$PHULFDDQG
turning the structure into a €10 trillion
plus industry1.
Unlike other products, which have
struggled to stay competitive, the
8&Ζ76KDVHRUWOHVVO\HYROYHGLQOLQH
with market and consumer trends and
expectations over the last 30 years.
)ROORZLQJJURZLQJLQYHVWRUGHPDQG
IRUJUHDWHUSRUWIROLRGLYHUVLȴFDWLRQ
UHJXODWRUVUHVSRQGHGZLWK8&Ζ76ΖΖΖ
which expanded the list of eligible assets
PDQDJHUVFRXOGWUDGHE\DOORZLQJȴUPV
to use derivatives, leverage, and synthetic
short positions.

0HDQZKLOHSRVWFULVLVYHUVLRQVRI8&Ζ76
addressed investor concerns about the
asset management industry by imposing
new protective and transparency
measures: namely, reporting requirements
LQWKHIRUPRIWKH.ΖΖ' .H\ΖQYHVWRU
ΖQIRUPDWLRQ'RFXPHQW DQGDUHTXLUHPHQW
for fund houses to appoint a depositary
VXEMHFWWRVWULFWOLDELOLW\IRUDQ\ORVVRI
DVVHWVRUȴQDQFLDOLQVWUXPHQWVEULQJLQJWKH
UXOHVLQWROLQHZLWKWKH$Ζ)0' $OWHUQDWLYH
ΖQYHVWPHQW)XQG0DQDJHUV'LUHFWLYH 
Retaining the top spot
7KH8&Ζ76LVQRWLQGHIDWLJDEOH
however; it currently faces a number
of challenges including the threat of
rival passporting schemes emerging in
$VLD3DFLȴFDQGLQFUHDVHGFRPSHWLWLRQ
from low-cost index tracking funds.
7KHIUDPHUVRI8&Ζ76 DQG$Ζ)0' KDYH
DOVREHHQFULWLFL]HGȃGHVSLWHUHSHDWHG
VWDQGDUGL]DWLRQHRUWVȃIRUIDLOLQJWR
prevent member state regulators from
imposing additional requirements
and surcharges on managers seeking
authorization.

1. Efama (March 12, 2018) 2017 was an exceptional year for the European investment fund
industry, with net assets of UCITS and AIF surpassing the EUR 15 trillion mark
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$VVHWPDQDJHUVDWWKH$/)Ζ*OREDO
Distribution Conference in Luxembourg
on 25 and 26 September said that goldplating in individual markets was an
impediment to cross-border distribution
as it led to higher costs and heightened
workloads, as evidenced by data showing
WKDWRQO\RQHWKLUGRI8&Ζ76DUHUHJLVWHUHG
for marketing in more than three EU
countries.2 Regulators have listened
to the complaints and are making
meaningful changes through the
Capital Markets Union (CMU).
A proposal from the European
Commission in the context of the CMU
should homogenize member state
marketing requirements, introduce
consistency as regards how national
FRPSHWHQWDXWKRULWLHVȇIHHVDUH
calculated, and scrap the requirement
for managers to appoint local agents.3
%\VWUHDPOLQLQJWKH8&Ζ76UHJLVWUDWLRQ
process, EU regulators hope to make
it easier for managers to attract more
capital from the cash-heavy retail market
LQ(XURSHZKHUHVDYLQJVDUHVXHULQJ
because of low interest rates.
Leading the way with new products
EU product innovation is not limited to
8&Ζ76DQG$Ζ)VDORQH/X[HPERXUJKDV
HQMR\HGVSHFWDFXODUVXFFHVVZLWKWKH
ODXQFKRILWV5$Ζ) 5HVHUYHG$OWHUQDWLYH
ΖQYHVWPHQW)XQGV DQGWKLVSURGXFW
is now a key focal point for Societe
*HQHUDOH5$Ζ)VDUHDEOHQGRI6Ζ)VDQG
6Ζ&$5VEXWTXDOLI\DV$Ζ)VZKLFKPHDQV
that nearly any asset management
strategy may be followed within the
bounds of this structure.4
5$Ζ)VGRQRWUHTXLUH&66) &RPPLVVLRQ
GH6XUYHLOODQFHGX6HFWHXU)LQDQFLHU 
authorization although this lack of
VXSHUYLVLRQLVRVHWE\LQGLUHFWRYHUVLJKW
E\WKH$Ζ)0GHSRVLWDU\DQGDXGLWRUȃ
an arrangement that provides comfort
to clients.57KHȵH[LEOHVWUXFWXUHKDV
facilitated growth, with EY calculating
WKDW5$Ζ)VKDYHEHHQODXQFKHGVLQFH
2016,6ZKLOH$/)ΖHVWLPDWHVWKDWWKHQHZ
product accounts for approximately
SHUFHQWRIDOO$Ζ)VE\UHJXODWRU\UHJLPH7

The emergence of the PEPP
Another interesting product
GHYHORSPHQWȃEHLQJLQVWLJDWHGDVSDUW
RIWKH&08ȃLVWKHSURSRVHG3(33 3DQ
European Pension Product). This initiative
seeks to enlarge the EU personal pension
PDUNHWIROORZLQJ(&ȴQGLQJVVKRZLQJ
WKDWMXVWSHUFHQWRI(XURSHDQVDJHG
between 29 and 59 have subscribed to
a pension product.8 The PEPP program
will promote competition among pension
providers, thereby creating more choice
for consumers and remedying the
FXUUHQWUHJXODWRU\GLVMRLQWHGQHVVDURXQG
personal pensions across the EU.9

in corporate behavior and enhance
sustainability standards.

The scheme has strong industry and
consumer backing, with savers receptive
to the idea that PEPPs will transcend
national borders, while providers
EDQNVLQVXUHUVLQYHVWPHQWȴUPVDVVHW
managers, occupational pension funds)
ZLOOUHDSFRPPHUFLDOEHQHȴWVLIWKH\
become more active in the personal
pension market.10 Given that only
11 percent of EU households invest in
IXQGVȃYHUVXVSHUFHQWLQWKH8611ȃWKH
PEPP could help consumers accumulate
savings rather than remaining wedded to
low-interest deposits.

Asset servicers can help managers with
ESG. Depositary banks, for example, are
increasingly developing services to ensure
managers running ESG strategies are
sticking to the terms of their investment
mandates. Depositaries and trustees
will also be able to support managers by
providing investors with ESG reporting,
which is another requirement contained
LQWKH(&ȇVSURSRVDOV%\HPEUDFLQJ(6*
asset managers can broaden their market
appeal to underserved younger investors
looking to deploy capital.

ESG takes center stage
ΖQYHVWRUVȃHVSHFLDOO\PLOOHQQLDOVȃDUH
increasingly choosing to invest with asset
managers with proven ESG strategies
and track records. ESG is integral to
asset management and we have seen
a shift towards sustainable investing at
LQVWLWXWLRQVEHJLQQLQJȴUVWO\LQWKH1RUGLF
countries, and subsequently spreading to
)UDQFHWKH8.6ZLW]HUODQGDQG-DSDQ
ESG strategies are a key tool when it
comes to attracting millennial investors,
who will receive a large transfer of global
wealth in the next few years.
As ESG is interpreted and applied
GLHUHQWO\DFURVVLQVWLWXWLRQVDVVHW
managers need to provide very bespoke
solutions on a client-by-client basis. ESG
investing has noticeably matured, moving
beyond excluding unethical companies
from portfolios to encompass active
engagement whereby asset managers use
their voting rights to reform shortcomings

7KH(8ȃWKURXJKLWV6XVWDLQDEOH)LQDQFH
5HIRUPVȃLVDOVRQXGJLQJDVVHWPDQDJHUV
WRZDUGV(6*:KLOHDWWLWXGHVWR(6*
are famously diverse, the EC is looking
WRFUHDWHDVWDQGDUGL]HGGHȴQLWLRQ
&UHDWLQJȴ[HGWHUPLQRORJ\IRU(6*
would provide transparency to investors
and simultaneously spare managers
IURPKDYLQJWRȴOORXWPXOWLSOH(6*
TXHVWLRQQDLUHVIURPFOLHQWVLQGLHUHQW
PDUNHWVDOOZLWKFRQȵLFWLQJYLHZVRQ
sustainability.

Bringing distribution into the digital
sphere
Attracting younger, more digitally savvy
LQYHVWRUVZLOODOVRUHTXLUHPDMRUFKDQJHV
to distribution practices. Distribution
has, until recently, remained somewhat
resistant to digitalization, and this
weakness means that the process of
buying and selling fund units continues
WREHKLJKO\PDQXDO+RZHYHUGLVUXSWLYH
WHFKQRORJLHVVXFKDVDUWLȴFLDOLQWHOOLJHQFH
$Ζ DQGEORFNFKDLQDUHEHLQJLQFUHDVLQJO\
used in customer onboarding and KYC/
AML checking, which has the potential to
make distribution far more seamless.
ΖQDGGLWLRQWKHLQGXVWU\LVJLYLQJVHULRXV
consideration to robo-advisors, or
automated investment platforms. This
technology allows investors to select
funds for their portfolios using smart
GHYLFHVVKDYLQJRWUDQVDFWLRQFRVWV
DQGHHFWLYHO\GLVLQWHUPHGLDWLQJWKH
WUDGLWLRQDOΖ)$VDQGZHDOWKDGYLVRUV
Robo-advisory is a fast-growing
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market, having accumulated more than
US$200 billion in assets,12FKLHȵ\EHFDXVH
it provides a much easier path for techsmart younger investors to buy funds.
Despite this, robo-advisors have a
checkered performance record, with
studies showing that the recommended
products have failed to beat industry
benchmarks.13 Nonetheless, experts at
$/)ΖVD\WKDWPRUHGDWDLVQHHGHGEHIRUH
SHRSOHFDQUHDFKDȴUPFRQFOXVLRQRQWKH
intrinsic worth of robo-advisors. Others
also believe robo-advisors will pivot away
from simply following an index towards
more active management, in what would
EHDPDMRUGHYHORSPHQWDQGDSRWHQWLDO
challenge to existing fund managers.

Asset management in 2019
7KH8&Ζ76ȃDORQJZLWKWKHIXQGGRPLFLOHV
WKDWVXSSRUWLWȃLVJURZLQJEXR\HGE\
steady product innovation and solid
UHJXODWLRQ$/)ΖIRUH[DPSOHHVWLPDWHV
WKDWWKH8&Ζ76FRXOGHQMR\DFRPSRXQG
growth rate of 5 percent over the next
three decades, potentially quadrupling its
AUM to €42 trillion by 2048.14+RZHYHU
the asset management industry faces a
number of challenges from technological
disruption and Brexit over the next
12 months. The fund industry has no
choice but to respond and evolve.

To the point :
• 8&Ζ76KDVHRUWOHVVO\HYROYHGLQOLQHZLWKPDUNHWDQGFRQVXPHUWUHQGVDQG
expectations over the last 30 years
• /HDGLQJWKHZD\ZLWKQHZSURGXFWV/X[HPERXUJKDVHQMR\HGVSHFWDFXODU
VXFFHVVZLWKWKHODXQFKRILWV5$Ζ)
• PEPP: A product in the making: Another interesting product development
is the proposed Pan-European Pension Product, an initiative designed to
enlarge the EU personal pension market
• ESG becomes real: Capturing millennial investors can be done through
ESG strategies
• 'LVUXSWLYHWHFKQRORJ\VXFKDVDUWLȴFLDOLQWHOOLJHQFH%ORFNFKDLQURER
advisors and automated investment platforms are being increasingly
used in the industry
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