Bringing ETFs
to Market
Listing in
Europe

The European ETF Market
It has been 15 years since the first ETF came to market in Europe. Assets under
management in the European ETF market reached $491 billion at the end of October 2015,
with inflows of $62 billion in 2014 alone. ETFGI report that this level has already been
eclipsed in 2015, with over $68.8 billion in net inflows by the end of October, representing an
11% increase over all of 2014.
The European ETF industry has 1,519 ETFs listed on 24 exchanges in 21 countries at the
end of October 2015, according to ETFGI. ETFs must be locally registered in each
jurisdiction in which they are to be sold, with a local listing preferable in each market. With
many ETFs listed on multiple exchanges across Europe, liquidity is fragmented into small
discrete pools. Transparency is limited by a lack of trade reporting in the ETF sector, with
some 70% of ETF trades currently unreported. This memorandum aims to serve as a guide
through the process, key considerations and differences at local market level in bringing
ETFs to market and to listing across the principal European exchanges.

Dillon Eustace ETF Team
Dillon Eustace has a dedicated ETF team, including partners and senior associates from
both the financial services and listing groups. We have established passive and active ETFs
for a range of global providers, which are listed on multiple European and global exchanges.
Through our international reach and network, we offer our clients one stop expertise in
bringing their products to market.

Cross Listing on Multiple Exchanges
The process of bringing ETFs to market in Europe differs substantially from the US
environment, with European ETFs having to consider the requirements of a range of national
exchanges, local regulations and the appointment of local agents.
With no centralised exchange system in Europe, the European ETF market is largely centred
on the more popular European exchanges such as the London Stock Exchange (“LSE”),
Deutsche Boerse, Euronext, SIX and Borsa Italiana. ETFs are usually cross listed on a
number of these markets as the product is sold across Europe. It is important to be aware
that listing requirements and regimes at each exchange can differ substantially and involve
separate listing applications in each jurisdiction.
By way of example, the following table shows the extent to which some of the larger ETF
ranges are simultaneously cross listed on the principal European exchanges:
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Trading volumes across the main exchanges show that the top 6 exchanges accounted for
97% of on exchange ETF turnover in Q3 2015:
London Stock Exchange
Deutsche Boerse
Euronext – Paris
Euronext Amsterdam
Borsa Italiana
SIX

33%
23%
19%
4%
10%
8%
Source: London Stock Exchange

Local Registration for Sale
The first step in selling in Europe involves the registration of the ETF for sale in each
jurisdiction in which it is to be sold or listed. Registration is facilitated under the UCITS
brand. This efficient passport regime allows UCITS to be sold on a retail basis throughout
the EU. The UCITS regime provides a 10 day timescale for local registration in each
Member State, and is undertaken directly by the ETF’s Home Competent Authority. An
Issuer should however consider that requirements to appoint local agents in each jurisdiction
for such registrations may extend this timeline.
Switzerland, being outside of the EU, and therefore outside of the scope of the UCITS
Directive, operates on a different basis. Registration with the local regulator, FINMA, takes
30 days. It is possible to sell to institutional investors in Switzerland without a local listing.

Local Listing
Following registration for sale, the ETF is generally listed on the domestic exchange in each
jurisdiction. The listing process in each jurisdiction differs considerably, but generally
involves the following steps:
1. Appointment of local service providers (as appropriate) – Paying Agent, Registration
Agent, Legal Adviser, Listing Sponsor, Market Makers, Distributors;
2. Application to Listing Authority for listing approval (in the UK only through UKLA);
3. Application to Exchange for listing & trading.
The main considerations for listing an ETF on the key European exchanges are
summarised in the following table:
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Simplified Cross Listing – ISE and LSE
Certain exchanges recognise listings from other EEA jurisdictions, and offer a simplified
route to market. This mechanism works best for listings in the UK on the LSE and BATS.
These exchanges admit EEA listed ETFs to the same ETF segment as ETFs which have
undertaken a full UKLA listing. This simplified route eliminates the requirement for a
separate UK listing application, the appointment of local legal and listing advisors in the UK,
the drafting of local listing documentation, reducing the timescale of bringing the ETF to
market and involving significant cost efficiencies estimated at a minimum of £150,000.
All of the active ETFs listed on the LSE have used this simplified route from other EEA
listings. For example, by listing firstly on the Irish Stock Exchange (“ISE”), where a
straightforward and cost-effective listing regime exists, the process for admission to trading
on a host exchange such as the LSE or BATS is very straightforward.
1. Irish Fund Authorisation Application;
2. Listing Application to ISE (within fund authorisation timetable);
3. Irish authorisation and ISE listing approval (within 2 months of initial application);
4. Filing for registration for sale in UK with FCA by Home Competent Authority(10
days);
5. Filing of listing application with LSE by Dillon Eustace (11 days) – admission forms,
market maker forms, ISE listing particulars, certificate of UCITS compliance,
evidence of FCA recognition; and
6. Listing on ISE and LSE.
It is possible for Dillon Eustace to cross list an Irish listed ETF to the ETF segment of the
LSE within 10 days, without the need for local listing documentation, UK legal advisers or a
local listing sponsor in the UK.
Further information on this listing option is available under “Further Information” herein.

Local Differences
Aside from the mechanics of bringing ETFs to market in multiple jurisdictions, there are a
range of operational considerations. These include proprietary settlement systems, currency
and reporting requirements for ETFs in the European context which warrant particular
attention.
Currency
ETFS can be traded in a range of global currencies on European exchanges. These are
summarised in the above table. It should be noted that while most exchanges offer trading in
a range of currencies, Borsa Italiana only permits trading in EUR.
Settlement
Settlement of ETFs across Europe has traditionally been performed on a local basis through
the domestic Central Securities Depositary of the exchange where the trade is executed. For
example, if the ETF is listed on the LSE it would typically settle via CREST (as the UK’s
domestic Central Securities Depositary). Other European exchanges use a range of
common and proprietary settlement systems, such as Euroclear, and some, such as SIX and
Borsa Italiana, use proprietary systems unique to that specific market. Further details on
these settlement systems are set out in the table above. This fragmentation of settlement
regimes can cause difficulties with respect to ETFs which are cross-listed on multiple
exchanges.
However, recent developments, such as the International Central Securities Depositary
(ICSD) structure, aim to provide a simpler, centralised and efficient standardised European
platform with a single settlement location for all exchanges on which the ETF is listed,
overcoming the issues of local settlement in each jurisdiction.
Reporting
Exchanges vary considerably in their reporting requirements, and ETFs which are traded on
multiple exchanges will be required to separately report in each jurisdiction. Most exchanges
require reporting on general corporate changes, service providers and general corporate
actions, etc. As a general rule, exchanges require the publication of a regular iNAV
throughout the business day. Certain exchanges, such as the LSE, have no requirements for
reporting an iNAV.

Actively Managed ETFs – Portfolio Transparency
It has been 7 years since the first actively managed ETF came to market, with an estimated
130 active ETFs being launched globally in that time, and approximately 25 currently listed
across markets in Europe. The number of ETFs classified as active is still very small,
constituting only 25 of the 825 ETFs listed on the London Stock Exchange, 12 of the 1119
listed on SIX, 7 of the 698 listed on Borsa Italiana and 12 of the 1111 listed on the Deutsche
Boerse.
It is worth noting that these classifications of what constitute “active” ETFs are often provided
by the relevant ETF issuers themselves and may not provide a clear picture of the state of
the market in terms of passive, smart-beta and true active strategies.
A key concern for active ETFs and a subject of much debate in the ETF community in the
US and Europe is the requirement for disclosure of the portfolio of the ETF on a daily basis.
The requirements of European exchanges in this regard could not be more varied, and
requirements are constantly changing as the topic is debated more widely by regulators and
industry.
Some exchanges, like the LSE and the ISE, take a view that no portfolio disclosure is
required for active ETFs. Other exchanges require the disclosure of portfolio on a daily
basis, with some permitting delays in reporting.
The distinctions in approach are demonstrated in that within one week of each other in late
2014, the ISE removed its requirements for daily full portfolio disclosure, and contrarily, the
Borsa Italiana imposed a requirement for full daily disclosure. Further, the LSE and Borsa
Italiana, part of the same group of companies, have entirely opposing requirements.

The following table summarises the portfolio and iNAV reporting obligations across the main
exchanges for active ETFS:

London
Stock
Exchange
Irish Stock
Exchange

Portfolio Disclosure

iNAV

No requirement

No requirement

No requirement

Regular reporting of iNAV
(no definition of regular)

Deutsche
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Full Disclosure with a one month delay.
Daily top 20 positions to be disclosed

Every 60 seconds

SIX

Full disclosure with maximum 4 week
delay on Issuers website

Every 15 seconds

Borsa
Italiana

Full disclosure of previous days portfolio
prior to trading each day

Every 60 seconds

BATS Chi-X
Europe

No requirement

No requirement

Exchange Costs
Admission Fees
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Stock

Exchange

Annual Fees

Notes

Application Fee

€2,000

Per ETF (1-5)

€2,000

Application fees include cost of ISINS, normally €123 per

Administration Fee

€300

Per ETF (6-10)

€1,210

code.

Formal Notice Fee

€676.50

Per ETF (11 +)

€800

http://www.ise.ie/ProductsServices/Investment%20Funds/List-aFund/Investment%20fund%20fees%20.pdf?v=13102015

London Stock

Individual security

€5,000

Based on Market Cap

http://www.londonstockexchange.com/companies-and-

Exchange *

advisors/listing/fees/fees-for-issuers-2015-2016.pdf
Daily Cap

€20,000

£0 - £99,999,999

€940

(up to 20 securities admitted on the same

£100,000,000 - £749,999,999

€3,000

day)

£750,000,000 – 1,499,999,999

€8,000

> £1,500,000,000
Each additional security

€15,000

€1,000

(on the same day )
Deutsche
Boerse

Admission fee

€3,000

Introduction Fee

€500

Based on AUM

http://www.deutsche-boerse-cashmarket.com/blob/1337472/186070845beec7462d389c73dce5
ce8a/data/Price-List-for-the-utilization-of-the-tradingsystem-of-the-Frankfurt-Stock-Exchange.pdf

Euronext**

Borsa Italiana *

Admission Fee – Primary/Secondary Listings

Based on AUM

https://www.euronext.com/sites/www.euronext.com/files/lis

Up to 10

€5,000/€7,500

10 – 20

€3,350/€5,000

Minimum

€2,000

ting_fee_book_etps_01_2015.pdf

20 +

€2,250/€3,350

Maximum

€45,000

Half yearly fee based on AUM

Admission - €8,500

http://www.borsaitaliana.it/azioni/mercati/comequotarsi/cos
ti/costi.en.htm

SIX

New Issuer
st

1 product in application
Additional Subsequent ETF
Additional Currency Line
BATS

No admission or annual fees

CHF 10,000

Annual Fee

CHF 500-3,000

http://www.six-swissexchange.com/issuers/products/funds/listing_costs_en.ht

CHF 3,000
CHF 2,000
CHF 1,000

ml

No admission or annual fees

Trading commission only

*Discounts available where ETFs are listed on both LSE and Borsa Italiana, as both exchanges are part of the same group.
**Discounts available for Issuers with >20 ETFs listed on any Euronext market.

The Future
Europe traditionally lags behind the US in the ETF space and while growth in European
ETFs is exceeding that in the US, it is reasonable to assume that trends in Europe will follow
the more mature US market.
It is anticipated that the US regulatory landscape for ETFs is about to change. Firstly, SEC
proposals to address liquidity risk in the case of certain registered open-end investment
companies, including ETFs, would require funds to classify assets into liquidity categories.
These rules, designed to protect investors from high-risk investment strategies, will have a
significant impact on both active and passive high yield fixed income ETFs.
Secondly, and specifically in relation to actively managed ETFs, repeated applications to the
SEC for non-transparent active ETFs including a blind trust model continue. If such
applications finally get regulatory approval, the market will decide whether there really is an
appetite for non-transparent actively-managed ETFs, and the European market will continue
to evolve its requirements in this regard.
Innovation on cross listings, such as the passport to trading offered by the LSE and BATS
will continue to simplify the mechanics of cross listing. Euronext continues to expand its
cross jurisdictional trading platform now in Paris, Brussels, Amsterdam, Lisbon and London.
The new International ETF structure which can settle cross border will be a vital
development in creating a “unified” European ETF settlement landscape.
Regulatory innovation, such as EU wide directives like MiFID II and national legislation, will
increase focus on transparency and reporting around ETFs. MiFID II will specifically require
reporting of ETF trades for the first time, which also aims to provide a consolidated tape
showing all trading in ETFs across multiple exchanges in the EU.
It is likely that the requirements for ETFs and particularly active ETFs will continue to be
amended and are likely to converge further under ESMA guidance. It is hoped that these
regulatory developments together with comprehensive educational initiatives for IFAs and
the public will help push the ETF product in Europe to retail investors, which currently
represent only a fraction of the market, as opposed to almost half of the ETF users in the
US.

Further Information:
Dillon Eustace:
A Guide to UCITS in Ireland http://www.dilloneustace.ie/download/1/Publications/Financial%20Services/A%20Guide%20to%20UCI
TS%20in%20Ireland.pdf
Exchange Traded Funds and the UCITS Framework http://www.dilloneustace.ie/download/1/Publications/Financial%20Services/Exchange%20Traded%20F
unds%20and%20the%20UCITS%20Framework.pdf
A Guide to Listing on the ISE http://www.dilloneustace.ie/download/1/Guide%20to%20Listing%20Investment%20Funds%20on%20th
e%20Irish%20Stock%20Exchange%202013.pdf
ISE Removes Requirement for Portfolio Disclosure for active ETFs http://www.dilloneustace.ie/download/1/Publications/Listings/ISE%20removes%20daily%20disclosure
%20requirement%20for%20Actively-Managed%20ETFs.pdf
ISE:
http://www.ise.ie/Products-Services/Listing-ETFs/
LSE:
http://www.lseg.com/areas-expertise/our-markets/london-stock-exchange/fixed-income-markets/listedproducts/etfs
http://www.lseg.com/sites/default/files/content/documents/2015-1001%20updated%20LSE_CM_ETF_LISTING_%26_ADMISSION_GUIDE_02.pdf
EEA Cross Listings on LSE;
http://www.lseg.com/sites/default/files/content/documents/Exchange%20Traded%20Funds%20%20EEA%20Listing.pdf
Deutsche Boerse:
http://www.xetra.com/xetra-en/instruments/etf-exchange-traded-funds/information-material
Euronext:
https://www.euronext.com/en/etf/listing
Borsa Italiana:
http://www.borsaitaliana.it/etf/emittenti/listing-etfplus/etf-comequotarsi.en.htm
SIX:
http://www.six-swiss-exchange.com/download/market/funds/publications/etf_factsheet_en.pdf
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