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Annex – Question 20. Table on eligible assets UCITS EAD. 
For the purposes of Question 20, please complete the table below with the requested information, taking into account the instructions provided in the footnotes. After having completed the form, please save the document (according to the following convention: “ESMA_Q20_nameofrespondent”) and upload it online at https://www.esma.europa.eu/press-news/consultations/call-evidence-review-ucits-eligible-assets-directive under the heading ‘Your input - Consultations’, as an Annex to the Reply Form. In case you upload a pdf file, please choose an editable form. 
	Asset class[footnoteRef:0] [0:  ESMA acknowledges that most of the asset classes listed below have not been clearly defined in EU legislation and this might be a source of divergent interpretations and misunderstandings. Where possible, ESMA invites stakeholders to specify their understanding or definition of the relevant asset classes under the “additional comments” box.] 

	Merits of allowing direct UCITS exposures
	Merits of allowing indirect UCITS exposures[footnoteRef:1] [1:  Where relevant, please distinguish between indirect exposures via instruments such as delta-one instruments, exchange-traded products, derivatives, or AIFs (EU or non-EU). ] 

	Extent/amount of existing UCITS exposures[footnoteRef:2]  [2:  Please share any available data or estimates that help to assess the amount or extent to which there are existing UCITS exposures (distinguishing between direct and indirect, where possible) to these asset classes. Where no reliable data is available, ESMA would appreciate receiving estimates in terms of numbers and/or percentages of UCITS exposed to these asset classes and what is the average proportion in the relevant portfolios. Any additional data and insights on strategies, techniques and instruments used to gain exposure to these asset classes would be also highly appreciated.] 

	Additional comments[footnoteRef:3] [3:  Please include under this column any other evidence or views that you would like to share. ] 


	1. Loans[footnoteRef:4] [4:  Where relevant, please distinguish between leveraged/structured loans, collateralised loan obligations (CLOs) and other types of loans or loan participations (please specify).] 

	
	
	
	

	2. Catastrophe bonds (‘Cat bonds’)
	
	
	
	

	3. Contingent Convertible bonds (‘CoCo bonds’)
	
	
	
	

	4. Unrated bonds
	
	
	
	

	5. Distressed securities
	
	
	
	

	6. Unlisted equities[footnoteRef:5] [5:  Where relevant, please distinguish between equity instruments issued by (1) private companies and (2) shares in public companies that that are not listed.] 

	
	
	
	

	7. Crypto assets[footnoteRef:6] [6:  Where relevant, please specify what type of crypto assets and whether the implementation of MICA will change anything in terms of your assessment. With respect to indirect exposures, ESMA is particularly interested in stakeholder input on exchange-traded products including ETFs with crypto assets as an underlying. ] 

	1. Diversification: Crypto assets can offer diversification benefits due to their relatively low correlation with traditional asset classes like equities and bonds.

2. Potential High Returns: Crypto assets' historical volatility and high returns can appeal to investors seeking higher risk-adjusted returns.

3. Innovation and Modernisation: The inclusion of crypto assets can modernise UCITS offerings, attracting tech-savvy and younger investors.

	1. Risk Mitigation: Indirect exposure can mitigate some of the direct risks related to crypto-assets, offering a diversified basket of assets.

2. Liquidity and Tradability: ETFs and ETPs can provide better liquidity compared to direct holdings, enabling easier entry and exit points for investors.
	
	Implementation of MiCA and Its Impact

The Markets in Crypto-Assets (MiCA) regulation, once implemented, will significantly impact potential UCITS exposure to crypto assets:

1. Increased Regulatory Clarity: MiCA provides a comprehensive regulatory framework for crypto assets, which include standards for market integrity, consumer protection, and anti-money laundering (AML) measures. Furthermore, the whitepaper requirements for crypto assets under MiCA will provide for better clarity and transparency with regards to investing in this asset class. 

2. Enhanced Investor Protection: With MiCA's regulatory oversight, investors will benefit from enhanced protection, reducing some perceived risks associated with crypto assets. However, due to this, MiCA may impose restrictions on certain types of crypto assets or investment strategies, mitigating risks and potentially limiting the scope of UCITS exposure.

3. Types of Crypto Assets: Different types of crypto assets (e.g., Bitcoin, Ethereum, and stablecoins) present unique risk profiles. Therefore, MiCA's categorisation will be notably helpful in determining their eligibility for UCITS.
Furthermore, the SEC's approval of the Bitcoin ETF provides a relevant precedent and additional support for the inclusion of crypto assets within UCITS (SEC’s statement on the approval of spot Bitcoin ETF available here - https://www.sec.gov/newsroom/speeches-statements/gensler-statement-spot-bitcoin-011023). Key points from the SEC's approval can be adapted to argue that MiCA-defined crypto assets should be considered suitable for direct and indirect UCITS exposure due to the regulatory clarity around them:
Regulatory Support and Precedent:
1. Regulatory Clarity: As per the SEC's statement, "Importantly, today’s Commission action is cabined to ETPs holding one non-security commodity, Bitcoin. It should in no way signal the Commission’s willingness to approve listing standards for crypto asset securities." This clarity can be paralleled with MiCA’s regulatory framework, which aims to define and classify various crypto assets, ensuring that they meet specific regulatory standards.
Existing Market Exposure:
2. Current Market Practices: Investors today can already buy and sell or otherwise gain exposure to bitcoin (and various other crypto assets) at a number of brokerage houses, through mutual funds, on national securities exchanges, through peer-to-peer payment apps, and on crypto trading platforms. This widespread accessibility highlights the growing acceptance and integration of crypto assets within mainstream financial markets, suggesting a strong foundation for their inclusion in UCITS.
By leveraging these points, it can be argued that MiCA-defined crypto assets, given their regulatory clarity and existing market presence, are suitable for both direct and indirect UCITS exposure. This alignment with established regulatory practices and market behaviors will further enhance investor confidence and market integrity.


	8. Commodities and precious metals[footnoteRef:7] [7:  With respect to indirect exposures, ESMA is particularly interested in stakeholder input on ETFs with commodities/precious metals as underlying. Please note that under the current UCITS rules, precious metals and certificates representing them are not eligible (Article 50(2)(b) of the UCITS Directive).] 

	
	
	
	

	9. Exchange-traded commodities (‘ETCs’)
	
	
	
	

	10. Real estate
	
	
	
	

	11. Real Estate Investment Trusts (‘REITs’)
	
	
	
	

	12. Special Purpose Acquisition Companies (‘SPACs’)
	
	
	
	

	13. EU AIFs[footnoteRef:8] [8:  Where relevant, please distinguish between different types of AIFs (e.g. open-ended, closed-ended) and investment strategies (e.g. real estate, private equity, hedge funds). ] 

	
	
	
	

	14. Non-EU AIFs
	
	
	
	

	15. Emission allowances
	
	
	
	

	16. Delta-one instruments
	
	
	
	

	17. Exchange-traded notes (‘ETNs’)
	
	
	
	

	18. Asset-backed securities (‘ABS’) including mortgage-backed securities (‘MBS’)
	
	
	
	

	19. Other relevant asset classes (please specify)
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