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Foreword: Citi Cross-Border
Distribution Survey
Citi is pleased to introduce the first installment of our
Cross-Border Survey, titled “UCITS at 26: Still European
at Heart.” This three-part series will help our clients navigate
recent developments in the cross-border fund marketplace.
Skeptics might ask, “Why another cross-border study? And why now?” Citi
believes that the time is right for the following reasons:
• A prolonged economic crisis in Europe has led some to question the growth
potential of the asset management industry
• The recent enactment of AIFMD, while potentially burdensome, will create for
the first time a true cross-border passport for alternative funds
• Developments in Asia could create greater competition with European hubs such
as Ireland or Luxembourg
Taken together, these factors make it an ideal time to step back and review the
industry landscape. To that end, Citi is proud to once again partner with Cerulli
Associates (www.cerulli.com), a Boston-, London- and Singapore-based research
firm specializing in asset management and distribution trends worldwide.
In this first installment, we begin with the big picture, parsing global flows and
confirming that UCITS is indeed a global product, but also a local European
one. Included in this installment is a brief discussion of Luxembourg as a fund
domicile. With more than two-thirds of fund authorisations, Luxembourg provides
a good representative sample for the overall UCITS market. Citi however is truly
domicile-agnostic, with dedicated presence across key domiciles in Europe and
across the globe.
The second installment, slated for late 2013, will focus on alternative investments,
covering not only managers’ assessment of new regulation (AIFMD), but also
changing product usage and the shifting distribution landscape. The third
installment, scheduled for first quarter 2014, will focus on the next wave of
growth for cross-border funds.
While skeptics in recent years have referred to European countries as
“submerging markets,” an interesting finding of the research is that “Old Europe”
continues to surprise its doubters. According to Cerulli, while Hong Kong,
Singapore and Taiwan are important markets for the European cross-border fund
industry, intra-European flows are 10 times larger. Findings such as these seem
to validate the need for continued study of the cross-border marketplace. As a
major provider of services in Luxembourg and Europe as a whole, by sponsoring
this research, Citi hopes to foster greater dialogue with our clients.

Sanjiv Sawhney, Region Head, Securities and Fund Services, EMEA
Citi Securities and Fund Services
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UCITS at 26: Still European At Heart
UCITS and cross-border funds may be some of Europe’s most successful
financial services exports, but this grand projet from the 1980s is still
essentially a European one.

Key Findings
• Europe accounts for more than 75%
of the assets of cross-border funds,
and these products account for
about 45% of European mutual
fund assets, a substantial rise from
21% in 2001. Luxembourg alone
accounts for 38% of European
mutual fund assets.
• T
 here is growing recognition among
fund managers — especially the
bigger and most established ones —
that having a well-articulated crossborder funds strategy is central to
their medium- to long-term success.
• W
 hile Hong Kong, Singapore and
Taiwan are important markets for
the European cross-border fund
industry, Europe, as a destination,
is 10 times larger.
• T
 he proposed Financial Transactions
Tax (FTT), the much-discussed
Asian passport and the recently
announced China-Hong Kong mutual
recognition platform, are all issues
of concern — to varying degrees — to
cross-border fund managers. For
example, 47% of respondents view
the FTT as a “major threat.”
• U
 CITS and cross-border funds
may be some of Europe’s most
successful financial services
exports, but growth remains firmly
in Europe, with almost one-quarter
of managers saying the biggest
impetus for UCITS growth will come
from the development of the second
pillar retirement marketplace in
Europe.

UCITS at 26: Still European at Heart

Overview
When the founders of the Undertaking
of Collective Investments in
Transferable Securities (UCITS) met
in the early 1980s, had they any idea
they were spawning an investment
funds structure that would become
a global standard, they may have
come up with a more elegant way
to describe it. The name may be
a mouthful but today it trips off
the tongue of anyone involved in
global investment — especially those
interested in the burgeoning crossborder funds industry. In less than
three decades, the cross-border
funds industry has not just grown
exponentially with some 9,436 funds,
but also expanded geographically,
with more than 72,000 registrations
around the world. Luxembourg is
the domicile capital for UCITS and
cross-border funds, but the reach
and recognition of these funds have
spread the world over with other
jurisdictions, such as Ireland and the
Cayman Islands, making UCITS funds
more widely available.

Asia has been the most
successful importing region
for UCITS funds since the
early and mid-1990s, and
while some storm clouds
are gathering, the popularity
of the UCITS and crossborder funds is largely
undiminished.

The data Cerulli Associates has
compiled for this report shows that a
quarter of the assets of cross-border
funds are sourced from outside
Europe, and the list of countries
where UCITS are appearing is growing
with markets as diverse as Peru in
Latin America to Thailand in South
East Asia now permitting the sale of
these funds. Asia has been the most
successful importing region for UCITS
funds since the early and mid-1990s,
and while some storm clouds are
gathering, the popularity of the UCITS
and cross-border funds is largely
undiminished. Yet, despite talk of
global domination, it is easy to forget
that Europe remains at the heart of
the cross-border funds marketplace,
and nothing suggests to the report
authors this is about to change.
The past five years have been difficult
for the investment funds marketplace
in Europe, but not only has it survived,
there are also signs that the region
has considerable fight left in it.
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Exhibit 1: Breakdown of Global Mutual Fund Industry by Region, 2012 ($ trillions)
Source: The Cerulli Report: Global Markets 2013
Consider the following:
• Europe remains one of the most affluent
regions in the world. Its mutual fund
marketplace has assets in excess of US$7
trillion, second only to the U.S., which has
US$11.6 trillion assets.

Mutual Funds

$1.3

$0.9

$2.5

• While countries in southern Europe
continue to suffer from systemic
economic problems, including high
unemployment and stubbornly large
deficits, the region also includes highgrowth investment funds markets, such
as the United Kingdom and several
Nordic countries, which have had
double-digit mutual fund growth.
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Exhibit 2: Evolution of the Cross-Border Mutual Fund Industry by Regional Marketshare, 2009-2012
Sources: Lipper FMI, Cerulli Associates
Note: Cross-border are funds with less than 80% of their assets sourced from one country.
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• Europe accounts for more than 75% of the assets of cross-border funds, and these products
account for about 45% of European mutual fund assets, a substantial rise from 21% in 2001,
according to data vendor Lipper. Luxembourg alone accounts for 38% of European mutual
fund assets.
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• Net flow cross-border fund data —
a more accurate reflection of recent
trends shows that while Hong Kong,
Singapore and Taiwan are important
markets for the European crossborder fund industry, Europe, as a
destination, is 10 times larger. Net
flows for the region total €230 billion,
compared with net flows of €22 billion
for countries ex-Europe.

Exhibit 3: Cross-Border Mutual Funds by Net New Flows from Europe and Non-European Markets,
2011–2012 (€ billions)
Sources: Lipper FMI, Cerulli Associates
Notes: Sales outside Europe are based on 7 of the largest markets: Hong Kong, Argentina, Singapore, Taiwan, Peru, Chile,
Japan. Cross-border are funds with less than 80% of their assets sourced from one country.
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• The Grand Duchy of Luxembourg, a
small land-locked country in the heart of
Europe, sits at the top of the cross-border
funds leaderboard with a 68% domicile
share of authorisations, according to
ALFI, the Luxembourg fund association.
In 2012 alone it registered more than
5,600 new cross-border funds, data
from PwC shows.

 et flow cross-border fund data — a more accurate
N
reflection of recent trends shows that while Hong Kong,
Singapore and Taiwan are important markets for the
European cross-border fund industry, Europe, as a
destination, is 10 times larger.
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Exhibit 4: Number of Net New Registrations of Cross-Border Mutual Funds by
Region, 2008–2012
Sources: PWC, Cerulli Associates
Note: Funds included are ones that are distributed in at least 3 countries, including their domicile.
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With the 30th anniversary of the
UCITS directive around the corner
(and the 25th anniversary of the
first UCITS fund launch already
here), Citi Securities & Fund Services
commissioned Cerulli to gauge how
asset managers feel about UCITS and
cross-border funds, what they look
for when seeking a fund domicile, the
importance of Luxembourg as the
key centre for these funds, as well as
to examine some of the competitive
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factors in determining where to
domicile a fund than it is today.
However, in an increasingly globalised
and legislated world, having the right
level of regulation (rated 6.6 on an
8-point scale) and the ease and speed
of setup ranked first and second mostimportant considerations, respectively.
Interestingly, these factors, along with
the quality and availability of service
providers, ranked ahead of the cost of
doing business.

pressures. Key themes for discussion in
this installment include the following:
• The Domicile Decision
• Luxembourg: How Competitive?
• The Role of the Service Provider
• The Regional Outlook for UCITS
The Domicile Decision
Thirty years ago, geography and
language may have been greater

Exhibit 5: Survey Respondents’ Rating of Factors Affecting where a Fund is Domiciled, 2013
Source: Cerulli Associates-Citi Cross-Border Distribution Survey 2013
Note: Respondents were asked to rate the following factors that affect where they decide to domicile a fund (1=Least
Important, 8=Most important).
Although cost is still very important,
several managers told Cerulli that
while everyone has to keep an eye
on expenses, cost alone will not
ultimately determine the choice of
domicile, as we see from its middleof-the-pack ranking. For instance, a
senior manager with a Luxembourgbased asset servicing firm said,
“On the face of it, there may be an
argument to outsource to a cheaper
cost centre, but quite often accuracy
and efficiency are compromised in
the process,” and argues that several
asset managers who have tried lower
cost options are returning to more
established centres like Luxembourg.
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Luxembourg: How Competitive?
Luxembourg occupies a central place in
the development of the UCITS and crossborder industry. Managers generally view
the country as “efficient,” “safe” and
“centrally located.” But its most enduring
attraction, according to our 52 survey
participants, is its strong political set-up
and economic stability. These features give
it a 73% “highly competitive” rating.

7

“The fact that we have two competing domiciles, Ireland
and Luxembourg, is good for the industry, [as] competition
leads to constant improvement.” –European Head of
Product Strategy

Exhibit 6: Survey Respondents’ Evaluation of Luxembourg Based on Factors Affecting Where
a Fund is Domiciled, 2013
Source: Cerulli Associates-Citi Cross-Border Distribution Survey 2013
Note: Respondents were asked to evaluate Luxembourg based on the following factors that affect their decisions on
where to domicile a fund.
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Political and economic stability/credit rating of the jurisdiction
60%

Languages spoken

At the other end of the scale, and this
is something even the Luxembourg
authorities have acknowledged,
Luxembourg is an expensive place
to do business. A total of 31% of our
respondents said that this “needs
improvement.” However, 60%
have taken the more nuanced view
that Luxembourg is “somewhat
competitive” recognising that the cost
of doing business must be evaluated in
the round, rather than in isolation. One
European head of product strategy at a
global asset management firm takes a
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24%

60%
20%
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balanced view: “The fact that we have
two competing domiciles, Ireland and
Luxembourg, is good for the industry,
[as] competition leads to constant
improvement.”
The Role of the Service Provider
There is growing recognition among
fund managers — especially the bigger
and most-established one — that having
a well-articulated cross-border funds
strategy is central to their medium- to
long-term success. This is as true for
managers who are primarily based in

2%
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Geographic location

Highly competitive

30%

56%

The existence of a controlled environment with the right level of regulation

Cost of doing business (registration & overhead)

24%

31%
60%

80%
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Europe as it is for some of the largest
U.S.-based managers. The figures we
cite above bear this out, with these
managers looking for a lot more
from their service providers in crossborder domiciles such as Ireland and
Luxembourg. Given the huge number
of fund structures in the cross-border
arena, it is logical that 64% of fund
managers deem guidance on the sort
of investment vehicles to bring to the
highly competitive funds marketplace
to be highly important.
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Exhibit 7: Survey Respondents’ Rating of Servicing Needs Beyond Registration & Fund
Administration, 2013
Source: Cerulli Associates-Citi Cross-Border Distribution Survey 2013
Note: Respondents answered the question: ‘Beyond registration & fund administration, how important are each of the
following to your cross-border strategy?’

Guidance on the type of vehicle(s) best-suited
to match our distribution goals
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26%
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(broker/dealer, private bank, etc.)
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Dealing with, and understanding
the motivations of, gatekeepers
also features prominently both in
developed (42%) and emerging (50%
highly important) markets, and this is
yet another example of the growing
importance of fund selection. Indeed,
42% of respondents prefer to cut out
the middle-man altogether, identifying
access to the service provider’s own
affiliated distribution outlet as a highly
important consideration. Perhaps
not surprising given the concerns
regarding costs discussed above,
44% of managers point to technical
assistance with operational efficiency
as being a highly important deliverable
from their service providers. In an
age of fee compression, an increased
regulatory burden, and more intense

20%

40%

Somewhat important

60%

80%

100%

Not important

competition, managers are increasingly
considering outsourcing and offshoring
solutions. One service provider made
the point that, “[we have a] dedicated
team that is focused on the whole
distribution strategy of the client and
helps them holistically.”
The Regional Outlook for UCITS
Asia (64%) and Latin America (59%)
both score higher than Europe (49%)
on the point of an “improving outlook,”
and there are two explanations
for this. In the first instance, both
Asia and Latin America have higher
forecasted growth rates for their
asset management markets, and in
the second instance, Europe is already
an established base for UCITS and
cross-border funds. Understandably,

fund managers are looking for crossborder growth from the faster growing
emerging markets. The caveat is that
both Asia and Latin America have small
and fragmented asset management
industries, and again in both instances
the share of the cross-border market
is small, and expected to remain
relatively small. Interestingly, our
survey respondents saw a smaller
chance of the European UCITS markets
diminishing (6%), compared with 9%
and 10% for Asia and Latin America,
respectively, suggesting greater
volatility in growth potential from
the developing markets.

UCITS at 26: Still European at Heart
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Exhibit 8: Survey Respondents’ Outlook of UCITS in Different Regions, 2013
Source: Cerulli Associates-Citi Cross-Border Distribution Survey 2013
Note: Respondents answered the question: ‘Where do you see the outlook for sales
of UCITS funds improving or diminishing?
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Over the past five years there have
been few things to cheer about in
Europe — certainly from an economic
and financial standpoint. While the
development of the UCITS marketplace
and the attendant cross-border
industry has been a huge success
around the globe, its heart and,
indeed, future growth remains firmly
in Europe.
A Look Ahead: Threats
and Opportunities
With respect to UCITS, there are many
potential regulatory concerns, but our
survey respondents rated the Financial
Transaction Tax (FTT) as the biggest
threat. A total of 47% of respondents
said it was a “major threat” and 43%
said it was “somewhat of a threat.”

Latin America

Diminishing

UCITS and cross-border funds may
be one of Europe’s most successful
financial services exports, but growth
remains firmly in Europe. Exactly half
of the managers in our survey said
they believed the biggest impetus
for UCITS growth will come from the
development of the second pillar
retirement marketplace in Europe.
Two out of five managers said the use
of alternative strategies within the
UCITS wrapper would be a good thing
for its development.
Threats and opportunities for crossborder distribution will be a major
focus for the third installment of this
research. The second installment, due
in late November, covers alternative
investments.
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About this report
UCITS at 26: Still European at Heart is the first of three installments
of a Cross-Border Distribution Survey Cerulli Associates has been
commissioned to produce on behalf of Citi Securities & Fund Services.
Like with other independently generated research, this report has been
produced entirely on the basis of research undertaken by Cerulli’s
analysts. Information in this report has been obtained from public and
non-confidential sources, proprietary interviews with asset managers, and
other industry participants. Cerulli believes that the data herein is reliable
and has made every reasonable effort to verify statistics presented. All
data in this report is calculated in local currencies and U.S. dollars, as
appropriate, which allows for comparative analysis.
About the survey
Central to this report is a survey of some of the biggest and most
prominent asset managers operating in Europe, Asia and the U.S.
In total, 41 managers took part in this survey, conducted over four
weeks in July 2013, representing more than US$17.18 trillion of assets
under management. Survey respondents also include 11 other firms
representing some of the premier accounting, legal and tax advisors
in Europe. The survey was administered via Cerulli’s bespoke survey
platform, www.cerullisurveys.com. The results were analysed by
Cerulli and the bulk of the findings are presented in this report.
About the authors
Cerulli Associates is a Boston-headquartered independent asset
management research firm with international offices in London and
Singapore. The firm was established over 20 years ago, and produces
actionable research on asset management markets in over 50 countries
around the world. For more information on Cerulli and the research we
undertake, please visit www.cerulli.com.
For more information, please contact:
Jana Pristovsek
Research Relationship Manager
Cerulli Associates, London
jpristovsek@cerulli.com
+44 02 3585 1280
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Afterword
In partnering with our clients, Citi takes a consultative approach in administering
a myriad of fund structures for all asset classes. Our global reach allows us
to leverage our operating centres in Asia, North America and Latin America,
enabling our clients to keep pace with the rapidly changing distribution landscape.
Citi’s industry participation enables us to help shape market opinion, drive
product design, and deliver a comprehensive range of solutions under the
OpenInvestorSM banner.
Citi OpenInvestor provides institutional, alternative and wealth managers with
middle-office, fund services, custody, investing and financing solutions that are
focused on their specific challenges and customized to their individual needs.
With a network that spans more than 95 countries, $13.4 trillion in assets under
custody, and $1.9 trillion assets under administration, Citi is a leading service
provider to the global financial services industry. Citi’s full suite of investment
service solutions delivered through Citi OpenInvestor lets managers focus on
their core activities of managing assets and serving their clients.
For more information, please contact:
Pervaiz Panjwani
Securities and Fund Services Head
Citi Luxembourg
pervaiz.a.panjwani@citi.com
+352 45 14 14 410

Catherine Brady
Managing Director
EMEA Head of Asset Management Services
Citi
catherine.brady@citi.com
+353 (1) 622-1302 x21302
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While the development of the UCITS marketplace and the
attendant cross-border industry has been a huge success
around the globe, its heart and, indeed, future growth
remains firmly in Europe.
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