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1. General comments 

 
 
In its response to the Green Paper on long-term financing of the European economy, PensionsEurope 

welcomed the debate on long-term investment. Indeed, pension funds and other institutions for 

occupational retirement provision (IORP) are very suitable long-term investors, due to the match 

with the long duration and maturities of their liabilities. With the right incentives being given and all 

relevant conditions being met, pension funds can play a very important role in long-term investment 

(LTI) enhancement. For the same reasons, we deem it very important that the specific features and 

needs of pension funds and, ultimately, their beneficiaries are fully taken into account throughout 

the entire LTI debate and upon the creation of any possible further regulation and/or instruments. 

 

Pooled investment vehicles such as European Long-Term Investment Funds (ELTIF) could be 

attractive for IORPs, especially for smaller and medium-sized ones. These IORPs may particularly 

benefit from economy of scale and access to asset-specific knowledge and expertise. Pooled 

investment vehicles are important for smaller IORPS so that they can invest in long-term projects 

without jeopardizing the diversification of their asset allocation. Furthermore, by pooling existing 

knowledge, institutional investors may profit from each other’s expertise in different areas so that all 

of them stand to gain from a pooled investment vehicle. However, we believe that the ongoing IORP 

revision will play a significant role in determining the effective IORPs investment level in ELTIFs. In 

particular, the application of Solvency II like rules would limit IORPs investment in ELTIFs, requiring 

high capital requirements in case of investment in illiquid assets. 

 

For the reasons stated above, we fully support the creation of ELTIFs. However, we feel the current 

proposal for a Regulation is lacking important elements that we list and explain below. 
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2. Specific comments 
 

 

a. More flexible rules on redemption policy and lifetime 

 

In order to make ELTIFs more appealing for IORPs and especially for small and medium-sized IORPs, 

rules on redemptions should be more flexible. Indeed, unexpected circumstances can sometimes 

occur and investors may be forced to adapt its investment portfolio and hence possibly redeem its 

investment (partially or entirely) in an ELTIF. Many IORPs will refrain from investing in such funds if 

capital is fully locked for a very long period. Furthermore, all ELTIFs should not be forced to have a 

defined lifetime.  As for common UCITS, it should be possible to invest in ELTIFs without end of life. 

 

We would like to suggest adding two sentences to article 16 (1): 

 

 

Art 16 (1): 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Investors shall not be able to ask for 
redemption of their units or shares before 
the end of life of the ELTIF. Redemption to 
investors shall be possible as of the day 
following the date defining the end of life 
of the ELTIF. 
 
The end of life of the ELTIF shall be clearly 
indicated as a specific date in the ELTIF 
rules or instruments of incorporation and 
disclosed to investors.  
 
The ELTIF rules or instruments of 
incorporation and disclosures to investors 
shall lay down the procedures for 
redemption and disposal of assets and 
state clearly that redemption to investors 
shall commence on the day following the 
date defining the end of life of the ELTIF. 

ELTIFs may be able to prohibit 
redemptions before the end of life of the 
fund. In that case investors shall not be 
able to ask for redemption of their units or 
shares before the end of life of the ELTIF. 
Redemption to investors shall be possible 
as of the day following the date defining 
the end of life of the ELTIF. 
 
In case the ELTIF has a fixed duration, the 
end of life of the ELTIF shall be clearly 
indicated as a specific date in the ELTIF 
rules or instruments of incorporation and 
disclosed to investors.  
 
The ELTIF rules or instruments of 
incorporation and disclosures to investors 
shall lay down the procedures for 
redemption and disposal of assets and 
state clearly that redemption to investors 
shall commence on the day following the 
date defining the end of life of the ELTIF. 
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b. Enabling to separate types of investors 

 

PensionsEurope stresses that the differentiation between types of investors is an important point 

that is not sufficiently addressed in the current proposal. 

 

Institutional/professional investors often have higher financial knowledge and professional 

background and special regulatory requirements than retail investors. They often do not need the 

same quantity of standards in terms of transparency and consumer protection. If they are obliged to 

invest in the same ELTIF as retail investors, they would have to receive the same standards, which is 

likely to increase costs and reduce investment universe. Also, in that case the level of experience and 

knowledge may differ severely within the participants’ meetings. Moreover, institutional investors 

and retails investors may have very differing risk-return profiles. As a result, we suggest creating two 

different types of ELTIFs: One for all investors and one only open to institutional/professional 

investors to which softer standards in terms of diversification, leverage and transparency 

requirements could apply. Therefore we suggest the following wording: 

 

Art. 1 (1) 

 
  
 

 
 
 
 
 
 
 
 
 
 

c. Broader eligible assets 
 

The requirements on eligible assets – especially for ELTIFs aimed at institutional investors – should be 

less strict. It should be in particular possible for ELTIFs to invest in listed small and medium sizes 

enterprises (SMEs) as well. 

 

 

d. More flexibility on diversification rules 

 

It should be possible for both institutional and retail investors to choose to invest either mainly in 

equities or mainly in debt (bonds). We wish the ELTIFs managers to propose funds that are 

predominantly invested in equities or debt instruments. 

 

This Regulation lays down uniform rules on 
the authorization, investment policies and 
operating conditions of EU alternative 
investment funds (AIFs) that are marketed 
in the Union as European long-term 
investment funds (ELTIFs). 

This Regulation lays down uniform rules on 
the authorization, investment policies and 
operating conditions of EU alternative 
investment funds (AIFs) that are marketed 
in the Union as European long-term 
investment funds (ELTIFs). There are two 
types of ELTIF vehicles. One exclusively 
open for institutional/professional 
investors and one open for all investors. 
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We wish that the use of derivatives would be allowed to hedge against risks associated with all ELTIFs 

investments and not only against interest rate or currency risks. This would allow institutional 

investors such as IORPs to have a sound risk management strategy. 

 

 
Furthermore, we suggest the Regulation allow ELTIFs aimed at professional investors for  a higher 

leverage, especially for funds mainly composed of equities. Indeed, we consider the investor to be 

aware of the risk attached to these types of funds. Therefore we suggest the following change: 

 
 

Art. 14 (a) 

 

 

 

 

 

 

 

 

e. Support of the European Investment Bank 

 

As stated in our introductory remarks, a mutual fund such as the ELTIF would be particularly 

interesting to small and medium size IORPs. The latter often count with limited resources and cannot 

adequately assess infrastructure projects. On the other hand, this is one of the key strengths of the 

European Investment Bank (EIB). We therefore suggest that the EIB and other similar national 

institutions actively cooperate with the ELTIF managers and the investors therein. Furthermore, the 

EIB’s Project Bonds Initiative and other similar activities should be directly linked to the ELTIF, with 

the EIB assuming riskier tranches and providing guarantees. This would reduce the risks inherent to 

these kinds of investments and investors would see the ELTIF as a secure investment vehicle.  

  

 

f. Incentivising tax treatment  

 

If a pooled investment vehicle is structured at the EU level, attention should be paid to the tax 

treatment of such a fund.  

 

In case the FTT is introduced, investors should be exempted not only when they buy ELTIF shares or 

units but also when they redeem the units they own. Also, no FTT should be levied on transactions 

within the ELTIF. If the tax burden is much higher when using an ELTIF as opposed to using 

alternative, local vehicles, the use of such funds will not be interesting for investors. 

 

 

 

 

An ELTIF may borrow cash provided that 
such borrowing fulfills all of the following 
conditions: 

a) It represents no more than 30% of 
the capital of the ELTIF; (…) 

An ELTIF may borrow cash provided that 
such borrowing fulfills all of the following 
conditions: 

a) It represents no more than 30% 
50% of the capital of the ELTIF; (…) 
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g. Good governance 
 
The governance of the ELTIFS is crucial because when investors invest in one fund, they lose 

investment decision capacity. The manager will have a lot of discretion and should be “fit and 

proper” for the position. This means it should be subject to the UCITS or AIFM Directives and not to 

banking legislation such as CRD IV. 

 
 

h. Accounting and capital requirements 
 
There should not be high standards with regards to capital requirements for IORPS (e.g. Solvency II) 

investing in ELTIFs. Furthermore, accounting standards applied to IORPs investing in ELTIFs should 

take into account the long-term nature of these funds and avoid the pitfalls of mark-to-market 

valuation. Such valuation methodology fosters volatility and pro-cyclicality of the assets and 

therefore disincentives long-term investments. 

 

Finally, legislators must ensure that the upcoming review of the IORP Directive and/or the pertinent 

prudential regulations at national level recognise the possibility to invest in this kind of investment 

vehicles. 

 
___________________________________ 
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About PensionsEurope 
 
 
PensionsEurope represents national associations of pension funds and similar 
institutions for workplace pensions. Some members operate purely individual 
pension schemes. 
 
PensionsEurope has 23 member associations in EU Member States and other 
European countries with significant – in size and relevance – workplace pension 
systems1.  
 
PensionsEurope has established a Central & Eastern European Countries 
Forum (CEEC Forum) to discuss issues common to pension systems in that 
region.  
 
PensionsEurope member organisations cover the workplace pensions of about 
80 million European citizens. Through its Member Associations 
PensionsEurope represents approximately € 3.5 trillion of assets managed for 
future pension payments. 
 
PensionsEurope Members are large institutional investors representing the 
buy-side on the financial markets.  
 
 
 
 
 
Contact: 
Mr. Matti LEPPÄLÄ, Secretary General/CEO 
Koningsstraat 97 rue Royale – 1000 Brussels 
Belgium 
Tel: +32 (0)2 289 14 14 / Fax: +32 2 289 14 15 
matti.leppala@pensionseurope.eu 
www.pensionseurope.eu 

 

                                                           
1 EU Member States: Austria, Belgium, Croatia, Finland, France, Germany, Hungary, Ireland, Italy, Luxembourg, 

Netherlands, Portugal, Romania, Spain, Sweden, UK. Non-EU Member States: Guernsey, Iceland, 
Norway, Switzerland. 


