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The UCITS Exchange-Traded Funds (ETFs) market presents a compelling and expanding opportunity for asset managers. However, entry 
is complex, and success is far from guaranteed. For some, ETFs are a strategic imperative, reflecting a structural shift in how investment 
strategies are delivered. For others, they serve as a tactical response to changing client preferences or increasing competitive pressure. 
For a growing cohort of boutiques and specialist managers, ETFs offer a new distribution channel for differentiated strategies that were 
previously confined to traditional fund structures.

Regardless of motivation, entering the UCITS ETF market is a consequential decision. ETFs require purpose-built infrastructure, specialized 
capabilities, and a carefully designed operating model, encompassing everything from fund structuring and domicile to distribution, 
servicing, and secondary market support. Getting these elements right from the outset has a material impact on the speed  
to market, cost efficiency, and long-term sustainability of an ETF platform.

This paper, co-authored by Deloitte Luxembourg and Citi, is designed to help managers navigate these decisions. The analysis reflects 
experience gained from working with a broad range of asset managers at various stages of ETF adoption, and is informed by the 
operational and structural realities of bringing ETF strategies to market.

The document is structured around a three-stage framework:

Stage Focus Key questions

1. Define your identity Strategic role of ETFs Tactical or core? Passive or active?  
Who is the client?

2. Define your route to market How to establish ETF capability In-house, outsourced, or hybrid?

3. Define your operating model design Execution infrastructure
Organizational structure, distribution 
model, domicile, product features, service 
provider strategy?

1. Introduction and overview
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2. Market context
2.1. UCITS ETF market

The UCITS ETF market has entered a 
defining phase of maturity and reinvention. 
At the end of April 2026, assets reached 
a record USD 3.5 trillion, representing 9% 
growth year-to-date in 2026 alone, and 
more than a threefold increase over the 
past six years. April 2026 also marked the 
43rd consecutive month of net inflows, 
reinforcing the structural—rather than 
cyclical—nature of the market’s growth. 
(Bloomberg, 2026). 1

UCITS ETFs continue to be held 
predominantly by institutional investors, 
with discretionary wealth managers and 
multi-asset portfolio allocators forming 
the core of the investor base. Demand 
is also increasing among family offices, 
official institutions, and hedge funds. While 
retail participation remains less developed 
than in the US ETF market, it is emerging 
rapidly and represents a significant growth 
opportunity, a trend explored further in 
Section 2.2.

Geographically, Germany and the UK 
remain the largest ETF investor markets, 
followed by Italy, Switzerland, and France, 
while the Benelux region, Spain, and 
the Nordics form a growing third tier 
(Blackwater Research, 20242). Notably, 
UCITS ETFs are also gaining popularity 
beyond Europe, particularly in Asia, Latin 
America, and the Middle East, driven by 
the combination of the UCITS brand, tax 
treatment, and access to differentiated 
exposures and share class structures. 

1 Bloomberg L.P., "BI ETFE AuM function " Bloomberg 2026

2 	 Blackwater Search & Advisory's 2024 outlook

3 	 extraETF Research, 2025

4 	 Bloomberg L.P., Bloomberg ETF Intelligence, April 2026

5 	 ETF Book, “2025 European ETF Market Landscape Report”, 2025

6 	 Bloomberg L.P., "BI ETFE AuM function", April 2026

2.2. �Structural shifts reshaping the 
market and competitive landscape

Several structural developments are 
accelerating the evolution of the European 
ETF market, with retail participation 
emerging as one of the most important 
long-term growth drivers.

The retail market is entering a period 
of significant expansion, driven by the 
successful adoption of savings plans across 
Europe. ExtraETF Research projects that 
the number of monthly ETF-savings plans 
will increase from 15.1 million in 2025 to 
53.7 million by 2030, with total ETF assets 
are expected to nearly triple from EUR 341 
billion to EUR 977 billion (ExtraETF, 2025).

Germany remains Europe’s largest and 
most developed retail ETF market, with 
approximately 14.5 million ETF investors. 
However, future growth is expected to 
broaden geographically, with 68% of new 
ETF investors over the next 12 months 
projected to come from outside Germany 
(extraETF Research3). 

ETF adoption is particularly strong among 
young investors, many of whom are 
entering financial markets for the first time 
and demonstrate a high level of digital 
engagement and comfort with technology-
enabled investing.

By contrast, adoption within advised retail 
channels has progressed more slowly, 
reflecting a combination of structural and 
commercial barriers. In many continental 
European markets, trailer fees and 
distribution commissions embedded 
within active mutual funds continue to 
create economic disincentive for advisers 

to recommend ETFs. Even in markets such 
as the UK—where trail commissions were 
prohibited under the Retail Distribution 
Review in 2013—ETF adoption in advised 
channels has remained constrained by 
factors including platform availability, 
execution costs, and operational 
challenges linked to fractional settlement.

Product innovation. The market is seeing 
accelerated innovation across several 
dimensions:

	• Active ETFs still represent only 3% of the 
total UCITS ETF AUM, but they accounted 
for 46% of all new ETF launches in 2026 
year-to-date and attracted 8% of total 
industry flows. They also command 
higher pricing, with an asset-weighted 
average expense ratio of 28 basis points 
versus 20 basis points for all UCITS ETFs 
(Bloomberg, 20264). 

	• Currency hedging has evolved from 
a niche feature into a core portfolio 
consideration. Hedged US Equity ETFs 
captured approximately 34% of industry 
flows in 2025, compared with just 2% in 
2024 (ETFBook, 20255).

	• Synthetic replication now accounts for 
approximately 12% of total UCITS ETF 
AuM, equivalent to USD 409 billion 
as of end-April 2026. Within the US 
equity segment, synthetic structures 
represent approximately 23% of assets, 
reflecting the structural tax and funding 
advantages of swap-based replication 
explored in Section 5.3. Notably, 
synthetic ETF assets have grown to USD 
409 billion—an increase of 54% in just 
16 months—significantly outpacing the 
broader market (Bloomberg, 20266).
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	• A growing range of specialist and 
alternative exposures—including CLOs, 
options-based strategies, and private 
markets—is increasingly being delivered 
through the ETF wrapper.

Evolving competitive dynamics. While 
the UCITS ETF market has historically been 
dominated by large passive index ETF 
providers, ongoing product innovation 
is creating new opportunities for new 
entrants. In 2025, 13 new ETF managers 
launched in Europe, collectively listing 26 
actively managed ETFs compared with two 
index trackers (Bloomberg, 20257). 

With a new wave of US-based managers 
expected to enter the European market 
in 2026, the competitive landscape is 
set to broaden further. At the same 
time, retail investment platforms are 
increasingly leveraging their distribution 
strength to move upstream into product 
manufacturing, co-developing, or 
white-labelling proprietary ETFs ranges. 
This trend is reshaping the traditional 
boundaries between distribution and asset 
management.

7 	 Bloomberg L.P., “Europe ETFs 2026 Outlook”, 2025

Regulatory tailwinds. Favorable 
regulatory developments are also 
supporting continued ETF market 
expansion. These include evolving naming 
conventions and disclosure requirements, 
the potential introduction of ETF share 
classes within traditional fund vehicles, 
the emergence of semi-transparent active 
ETF models, and regulatory approvals for 
more specialized UCITS ETFs strategies. 
Collectively, these developments are 
further expanding the range of strategies 
that are packaged within an ETF wrapper.

2.3. �US ETF trends: A bellwether  
for UCITS evolution

The US ETF market, typically five to seven 
years ahead of Europe, offers valuable 
directional insight into the likely trajectory 
of the UCITS ETF industry. However, an 
important structural distinction remains: 
unlike Europe, the US market benefits 
from a tax advantage for ETFs relative to 
traditional mutual funds. As a result, the 
pace and absolute scale of ETF adoption 
in Europe may differ, even where the 
underlying trends are similar. 

The US ETF industry is projected to reach 
USD 25 trillion by the end of the decade 
and potentially exceed USD 40 trillion 
within the next ten years. Active ETFs are 
set to become a pivotal force, with their 
share of total US ETF AUM expected to 
more than double from approximately 
10% currently to 21% over the coming 
decade (Citi Research, 2026). The US 
experience also suggests that while scale 
remains a crucial competitive advantage 
in passive products, the growth of active 
ETFs shift differentiation increasingly 
towards investment capability, portfolio 
construction, and performance.
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3. Strategic choices: Defining your identity
3.1. �Define the purpose of your ETF platform

Defining the purpose of the ETF platform is one of the most consequential strategic 
decisions an asset manager can make. It determines the level of ambition, investment, and 
organizational change required, and whether ETFs remain a peripheral offering or become 
central to the firm's long-term growth strategy.

Managers typically fall into one of three broad positioning models:

1.	  ETFs as a core strategic pillar.

ETFs are positioned as a primary growth engine rather than simply an alternative wrapper. 
This approach implies a willingness to invest ahead of scale, embrace internal disruption, 
and prioritize ETFs alongside the firm’s flagship product lines, including, in some cases, 
launching ETF strategies that may compete directly with existing products in other 
wrappers. 

2.	  ETFs as a complementary offering. 

ETFs are used selectively to enhance an existing product suite rather than redefine it. 
In this model, ETFs are typically deployed to address product gaps, meet specific client 
needs, or broaden distribution reach, while the firm's core economic engine remains 
largely unchanged.

3.	 ETFs as an exploratory initiative. 

Some firms approach ETFs as a measured exploratory step, testing market demand, 
execution capabilities, or access to new client segments with limited upfront commitment. 
The focus is on optionality and capital efficiency.

Ambiguity around strategic intent often leads to misaligned investment, underpowered 
execution, and conflicting organizational incentives. A clearly articulated view on whether 
ETFs are primarily a defensive response, a complementary capability, or a core strategic 
priority establishes the foundation for all subsequent route-to-market, operating model, 
and investment decisions.
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3.2. �Competitive positioning  
and path to scale

The UCITS ETF market has historically 
favored passive index products, where 
success is driven by scale, fee compression, 
and the ability to maintain strong sustained 
secondary-market liquidity. For new entrants 
without captive assets, competing directly in 
broad market exposures can be structurally 
challenging. However, the emergence of 
active and specialist ETFs is significantly 
expanding the opportunity set for managers 
whose differentiation is rooted in investment 
capability, and intellectual property.

Regardless of positioning, establishing a 
credible path to scale is critical. Anecdotally, 
many ETFs require USD 100–200 million in 
AUM to achieve medium term economic 
viability. Yet, securing early assets is often 
more difficult than it appears. Established 
institutional investors impose minimum size 
thresholds before allocating to newly launched 
ETFs, while traditional bank seeding has 
become increasingly prohibitive. 

In practice, the most accessible sources of 
early scale tend to be internal pools of capital, 
co-development arrangements with asset 
owners, and retail investors who can provide 
meaningful aggregate AUM through savings 
plans and platform inclusion.
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4. Routes to market

4.1. �The ETF ecosystem: What every 
issuer must address

Regardless of operating model, all UCITS 
ETF issuers must navigate a common set of 
core execution requirements:

	• Primary market orchestration, 
including creation and redemption 
processes, authorized participant 
coordination, and settlement 
management.

	• Secondary market liquidity, 
encompassing market-making 
arrangements, spreads, and monitoring 
execution quality across trading venues.

	• Operational infrastructure, including 
fund administration, custody, PCF/
ETF basket production, and order 
management capabilities.

	• Regulatory and governance 
frameworks, covering UCITS 
compliance, exchange listing 
requirements, ManCo oversight, and 
share-class governance.

What differentiates the various routes 
to market is the extent to which these 
capabilities are built internally, selectively 
outsourced, or fully outsourced, a choice 
that directly influences economics, 
scalability, speed to market, and 
operational control.

4.2. Three routes to market

 Model one — Fully in-house. Best suited 
to firms positioning ETFs as a core strategic 
pillar. These firms internalize end-to-end 
capabilities, including capital markets, 
operational infrastructure, and governance. 
This model maximizes long-term control 
and operating leverage. The trade-off is 
higher upfront investment and a longer 
time to break even.

Model two — The hybrid (selective 
outsourcing). For many firms, the hybrid 
model represents a deliberate long-term 
operating choice that balances control 
with capital efficiency. Managers retain 
ownership of fund structure, investment 
management, and client strategy, while 
outsourcing specialist ETF functions 
such as capital markets support, PCF 
production, or AP connectivity. The trade-
off is faster execution and an earlier break-
even point, balanced against additional 
governance requirements at the internal–
external boundary.

Model three — The white-label (fully 
outsourced). Best suited to an exploratory 
approach. White-label platforms provide a 
fast, low-commitment route to market for 
firms seeking to validate demand or launch 
with minimal infrastructure build. The 
issuer focuses on portfolio construction 
and oversight, while ETF infrastructure 
and capital markets execution are fully 
delegated. The trade-off is lower fixed 
cost and faster launch, balanced against 
limited control and the potential need 
for re-platforming if the business scales 
materially.

4.3. Selecting a route to market

Selecting a route to market is often a 
question of sequencing rather than 
ideology. Two lenses are required: strategic 
intent—what model best supports the 
firm's long-term ETF ambitions—and 
operational readiness—what model the 
firm can execute credibly today. Where 
intent and readiness diverge, firms 
frequently adopt a more tactical entry 
model, most commonly hybrid or white 
label, while preserving the flexibility 
to evolve as scale, experience, and 
organizational confidence develop.
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4.4. Case studies8

     �Case 1 — Fully in-house: Large global manager 
A large global asset manager (EUR 400 billion AUM) commits to building a UCITS ETF franchise as a primary growth engine, 
accepting a multi-year investment phase in pursuit of long-term scale and profitability.

Metric Detail

Initial capex EUR 4 million (systems, connectivity, hiring)

Annual platform cost (year 1) EUR 1.5 million (central platform and minimum support)

Expected break-even Year 4-5

Dedicated ETF FTEs at launch Four FTE, growing to five or six by year 3

ETFs launched in year 1 Four funds (two physical equity/bond, two active credit/equity)

Time to first listing 18–24 months from decision

     �Case 2 — Hybrid model: Mid-size asset manager 
A mid-size asset manager (EUR 60 bullion AUM) introduces ETFs as a complementary wrapper to its existing fund range, seeking 
rapid market entry and early path to break even without building a fully in-house ETF platform.

Metric Detail

Initial capex EUR 0.5 million (onboarding and legal)

Annual platform cost (Year 1) EUR 0.4 million (internal + minimum fees)

Expected break-even Year 3

Dedicated ETF FTEs at launch Two FTE (product owner and ETF sales lead)

ETFs launched in year 1  Three funds (two index, one active ETF share class)

Time to first listing 6–12 months from decision

8 	 All case studies are sourced from Deloitte Luxembourg.
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     �Case 3 — White-label model: Boutique specialist 
A boutique private credit manager (< EUR 8 billion AUM) uses an ETF as a proof-of-concept wrapper to access wealth and 
platform distribution channels, operating within a constrained budget and with minimal infrastructure build.

Metric Detail

Initial capex EUR 0.3 million (structuring and internal time)

Annual platform cost (year 1) EUR 0.05 million (internal oversight only)

Expected break-even Year 2–3

Dedicated ETF FTEs at launch One and a half FTE (product and legal)

ETFs launched in year 1 One fund (private credit ETF)

Time to first listing ≤ Six months from decision
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5. Operating model design decisions
Across all models, 
managers must proactively 
shape the operating 
decisions that determine 
economics, scalability, and 
investor outcomes. While 
outsourcing influences 
how these decisions are 
implemented, it does not 
remove the manager’s 
responsibility to set 
direction, make trade-
offs, and retain informed 
ownership.

5.1. Organizational model

The organizational model defines how 
ETF capabilities are resourced, owned, 
and governed. Managers pursuing a fully 
in-house model require a dedicated ETF 
team covering product, capital markets, 
operations coordination, and ETF-specific 
sales. Under-resourcing these roles is 
a common source of execution friction. 
Even under hybrid or white-label models, 
managers must retain sufficient internal 
capability to own their ETF strategy, 
maintain a distribution plan, and act as 
an informed counterparty to service 
providers.

ETF teams are most commonly positioned 
within distribution—reflecting the technical 
nature of ETF sales and the need to closely 
align product design, liquidity, and client 
adoption—or within trading functions. 
For new entrants and scaling platforms, 
alignment with distribution has become 
increasingly common.

5.2. Distribution model

ETF distribution differs fundamentally from 
traditional fund distribution and therefore 
requires deliberate design. Several factors 
make the model more nuanced:

	• Coverage gaps and new client 
segments. ETF-native client segments—
including robo-advisors, retail investors 
(particularly those aged 25–34), and 
even central banks—often sit outside 
the traditional coverage model of 
conventional fund sales teams. 

	• Liquidity as a sales dimension. 
Managers must be able to articulate 
not only the investment thesis, but 
also how the ETF is expected to trade 
under real market conditions, including 
market-making support, creation and 

redemption efficiency, spread behavior, 
and liquidity management across venues. 
Client dealing desks can become new 
decision makers alongside fund selectors 
and portfolio managers.

	• Data and market intelligence. ETF 
distribution is characterized by limited 
and fragmented client-level data, with 
flows intermediated through exchanges, 
platforms, and brokers. Managers must 
develop management-information 
capabilities to monitor assets, flows, 
client concentration, and execution 
quality.

These dynamics translate into three 
practical design decisions:

1. Sales coverage and incentives.
Managers must determine the 
appropriate level of specialist ETF sales 
coverage and how it integrates with 
existing distribution teams. Incentive 
structures also require deliberate design, 
as AUM-based incentives and fee-
adjusted metrics can drive meaningfully 
different behaviors, particularly where 
ETFs coexist alongside higher-margin 
traditional products. 

2. Retail and platform engagement.
Approaches range from acquisitions, 
strategic partnerships, and joint product 
development between asset managers 
and retail platforms, to direct-to-
consumer models and marketing-led 
strategies, including financial influencer 
programs. 

3. Listing strategy. 
UCITS passporting enables an ETF to be 
legally marketed across the EU, but local 
listings are often a practical requirement 
for effective distribution, particularly for 
platform inclusion. More than 33,000 
listings currently exist for approximately 
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4,300 UCITS ETFs (Bloomberg, 20269). 
Listing decisions should be sequenced 
deliberately alongside domicile and 
product choices, rather than treated as a 
post-launch administrative task.

5.3. Product features

Product feature design is a primary lever 
of ETF differentiation and should be 
addressed at launch rather than retrofitted 
once the platform is live. Four decisions 
warrant early, integrated analysis.

1. �Domicile. For UCITS ETFs, the choice 
is effectively between Ireland and 
Luxembourg. Ireland benefits from a 
specific withholding-tax treatment for 
physically replicated US equity exposure. 
Luxembourg has continued to develop 
its regulatory and operational framework 
to support active ETFs, particularly in 
areas such as complex strategies and 
share-class level structuring. Many 
managers ultimately operate dual-
domicile platforms, applying to each 
jurisdiction where it is most efficient.

2. �Replication method: Physical versus 
synthetic. Replication method should 
be treated as an active design decision, 
assessed strategy by strategy, rather 
than defaulting to physical without 
analysis. Physical replication remains the 
market default and is the appropriate 
approach for many strategies. In fixed 
income, in particular, the negotiated 
nature of the creation and redemption 
process allows managers and their 
authorized participants to deploy 
ageing inventory in ways that synthetic 
structures cannot easily replicate.

In equities, however, the economics 
increasingly favors synthetic replication 
across a wider range of strategies than 
managers typically assume. The case for 
synthetic rests on three core pillars:

a. �Tax treatment. Synthetic replication 
can offer a more favorable tax outcome 
for certain exposures—most notably 

9 	 Bloomberg L.P., "ETF screener function " Bloomberg April 2026

10 Bloomberg L.P., "ETF Screener " Bloomberg April 2026

US equities—where the treatment 
of dividend withholding under swap-
based structures may differ from that 
applicable to physically held securities. 
Based on the projected S&P 500 
dividend yield of 1.11–1.12% (Bloomberg, 
2026), a synthetic structure referencing 
a qualifying index can receive 100% of 
the gross index dividend, compared with 
approximately 70% for a Luxembourg-
domiciled physical fund. This equates to 
an estimated annual performance uplift 
of approximately 33–34 basis points. 
Managers should seek independent 
tax advice relevant to their specific 
circumstances. 

b. �Collateral basket and funding 
value. A synthetic ETF typically 
holds a collateral basket of high-
quality securities and receives index 
performance through a swap. As banks 
face increasing capital requirements, 
they are incentivized to move assets off 
balance sheet. This repo activity can 
generate additional yield for the ETF 
on top of the swap return, creating a 
source of structural alpha. This model 
has already attracted more than USD 55 
billion AUM within "smart cash" UCITS 
ETFs alone (Bloomberg, 202610).

c. �Market access. For certain markets, 
physical replication is either impractical 
or impossible due to UCITS restrictions, 
financial transaction taxes, or 
operational complexity. Synthetic 
structures can provide a more efficient 
solution, particularly for complex 
emerging and frontier market exposures, 
commodity indices, and options-
based strategies, where synthetic 
infrastructure is increasingly becoming 
a prerequisite for competitive product 
design.

3. �Secondary market pricing and 
market making support. The ability to 
support continuous and efficient pricing 
throughout the European trading day 
is not simply a post-launch operational 
consideration; it is a fundamental 

determinant of whether a product is 
viable for its intended investors. For 
options-based ETFs, integrated market-
making support is not optional; it is a 
prerequisite for the product to function 
as intended. Managers should assess at 
the product design stage whether the 
proposed strategy can be supported by 
the level of secondary market liquidity 
required by target investors.

4. �FX model design and currency 
architecture. The FX model has a direct 
and measurable impact on NAV quality, 
benchmark tracking, and the spreads 
at which authorized participants can 
price the ETF in secondary markets. The 
core challenge is timing, particularly 
in emerging markets and restricted 
or non-deliverable currency markets. 
FX transactions required to convert 
underlying asset returns into the fund's 
base currency are typically executed on 
a T+1 or T+2 basis relative to the trade 
date, creating a mismatch between the 
rate at which authorized participants 
hedge their FX exposure and the rate 
used for NAV calculation. This can 
introduce tracking error. FX model 
design should be treated as a first-order 
product decision.

5.4. Service providers strategy

For ETF managers, service provider 
strategy is not simply an operational 
consideration; it is a strategic one. The 
providers a manager selects will shape 
the economics, scalability, and execution 
quality of the platform from day one.

One approach is to operate with a modular 
ecosystem of specialized providers. This 
will require increased governance and 
integration effort, as well as multiple 
contractual and oversight arrangements. 
However, it may also provide access 
to deeper specialist capabilities, and 
the flexibility to rotate “best‑of‑breed” 
providers as needs evolve.
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At the other end of the spectrum, 
managers may choose to anchor their 
platform with an integrated provider. 
This approach can simplify governance 
and sharpen commercial alignment, 
offering more coordinated execution and 
responsive support, while it may reduce 
flexibility.

When evaluating providers, the most 
effective lens is based on the strategic role 
they can provide rather than functional 
capability alone:

	• Platform anchors delivering ETF-
specific fund administration, custody, and 
governance across the full fund lifecycle.

	• Capital markets enablers supporting 
primary market efficiency, liquidity 
provision, FX execution, synthetic 
implementation, and securities lending.

	• Selective specialists introduced 
where a particular strategy, asset class, 
or distribution requirement justifies 
additional expertise.

Across the market, there is a growing 
tendency among asset managers to 
seek operating models that more closely 
connect product servicing and capital 
markets capabilities, with the objective of 
reducing operational friction, improving 
coordination, and limiting the need to 
manage multiple counterparties across the 
ETF value chain. Integrated solutions can 
support greater efficiency in areas such as 
onboarding, execution, issue resolution, and 
day-to-day platform management.
The appropriate provider configuration 
will depend on a range of factors, including 
platform scale, product complexity, 
geographic footprint, distribution strategy, 
and internal operating capabilities. 

Some managers will favor modular 
structures for the flexibility or specialized 
capabilities they afford, while others will 
prioritize provider relationships combining 
anchor and capital markets capabilities 
within a single integrated offering, reducing 
friction more structurally and enabling more 
seamless execution across the value chain.
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6. Conclusion
The UCITS ETF market presents a 
compelling opportunity, but one that 
rewards clarity of intent, disciplined 
execution, and informed operating model 
design. As the market matures, success is 
no longer determined solely by product 
ideas or speed to launch, but by the ability 
to translate strategy into a scalable and 
resilient platform that delivers consistently 
for investors.

Managers that clearly define the role 
of ETFs will play within their business, 
select routes to market aligned with their 
ambitions, and proactively engage with the 
operating model decisions that follow—
regardless of the degree of outsourcing—
materially improve their prospects of 
long-term success.

The window for differentiated entry 
remains open, but it will not stay 
so indefinitely. Passive markets are 
consolidating around a small number 
of dominant issuers, while active 
and specialist markets are becoming 
increasingly crowded with both European 
incumbents and an incoming wave of US 
managers. For those who move with clarity 
and build with purpose, the opportunity is 
significant. For those that approach ETFs 
as simply another variant of existing fund 
models, the risks are equally substantial.

The operating model decisions made 
today will determine where managers 
will ultimately position themselves within 
that landscape, and the service provider 
decisions made alongside them will shape 
how effectively they are able to execute.
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Appendix
Citi disclaimer
This communication has been prepared by individual sales and/
or trading personnel of Citigroup Inc. or its subsidiaries or affiliates 
(collectively Citi). In the United Kingdom: Citigroup Global Markets 
Limited (“CGML”) is authorised by the Prudential Regulation 
Authority and regulated by the Financial Conduct Authority and 
the Prudential Regulation Authority (together, the UK  Regulator) 
and has its registered office at Citigroup Centre, Canada Square, 
London E14 5LB. Amongst its affiliates, (i) Citibank, N.A., London 
Branch is authorised and regulated by Office of the Comptroller 
of the Currency (USA), authorised by the Prudential Regulation 
Authority and subject to regulation by the Financial Conduct 
Authority and limited regulation by the Prudential Regulation 
Authority and has its UK establishment office at Citigroup Centre, 
Canada Square, London E14 5LB and (ii) Citibank Europe plc, UK 
Branch is authorised by the Central Bank of Ireland and by the 
Prudential Regulation Authority and subject to regulation by the 
Central Bank of Ireland, and limited regulation by the Financial 
Conduct Authority and the Prudential  Regulation Authority and 
has its UK establishment office at Citigroup Centre, Canada Square, 
London E14 5LB. Outside the UK: i) Citibank Europe plc (“CEP”) 
is Licensed by the European Central Bank and regulated by the 
Central Bank of Ireland and the European Central Bank under 
the Single Supervisory Mechanism and has its registered office 
at 1 North Wall Quay, Dublin 1, ii) Citibank Europe plc branches 
located in the EEA are subject to regulation by the respective 
host country regulator and the Central Bank of Ireland (iii) 
Citigroup Global Markets Europe AG (“CGME”) is licensed by the 
European Central Bank and regulated by the European Central 
Bank and the German Federal Financial Supervisory Authority 
(Bundesanstalt für Finanzdienstleistungsaufsicht – BaFin). CGME 
is registered in Germany with the commercial register of the local 
court (Amtsgericht) Frankfurt am Main, Commercial Register 
Number HRB 88301. Its registered office is at Börsenplatz 9, 
60313 Frankfurt am Main. This communication is directed at 
persons (i) who have been or can be classified by Citi as eligible 
counterparties or professional clients in line with applicable 
rules, (ii) Persons in the United Kingdom, who have professional 
experience in matters relating to investments falling within Article 
19(1) of the Financial Services and Markets Act 2000 (Financial 
Promotion) Order 2005 and (iii) other persons to whom it may 
otherwise lawfully be communicated. No other person should act 
on the contents or access the products or transactions discussed 
in this communication. In particular, this communication is not 
intended for retail clients and Citi will not make such products or 
transactions available to retail clients. The information contained 
herein may relate to matters that are (i) not regulated by the UK 

Regulator and/or (ii) not regulated by any applicable financial 
services regulatory body, and not subject to protections under any 
relevant law including protection under any applicable financial 
services compensation scheme.

To the extent that this communication/these materials has/have 
been produced in the UK by CGML or Citibank N.A. London branch, 
it is/they are intended for distribution solely to clients of Citi in 
jurisdictions where such distribution is permitted and the recipient 
shall not provide or distribute such materials to any person 
located in a jurisdiction where it would otherwise trigger a financial 
services licensing requirement.

To the extent that this communication/these materials has/have 
been produced by CGME, it is/they are intended for distribution 
solely to clients of Citi in jurisdictions where such distribution is 
permitted and the recipient shall not provide or distribute such 
materials to any person located in a jurisdiction where it would 
otherwise trigger a financial services licensing requirement.

To the extent that this communication/these materials has/have 
been produced by Citibank Europe plc, it is/they are intended 
for distribution solely to clients of Citi in jurisdictions where such 
distribution is permitted and the recipient shall not provide or 
distribute such materials to any person located in a jurisdiction 
where it would otherwise trigger a financial services licensing 
requirement.

All material contained herein, including any proposed terms 
and conditions, is indicative and for discussion purposes only, is 
subject to change without notice, is strictly confidential, may not be 
reproduced and is intended for your use only. It does not include a 
number of terms and conditions that will be included in any actual 
transaction and final terms and conditions are subject to further 
discussion and negotiation nor does it purport to identify all risks 
(direct or indirect). This communication is not a commitment to 
deal in any product, offer financing or enter into any transaction 
described herein.

Citi is not acting as your agent, fiduciary or investment adviser 
and is not managing your account. The provision of information in 
this communication is not based on your individual circumstances 
and should not be relied upon as an assessment of suitability for 
you of a particular product or transaction. It does not constitute 
investment advice and Citi makes no recommendation as to the 
suitability of any of the products or transactions mentioned. Even 
if Citi possesses information as to your objectives in relation to 
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any transaction, series of transactions or trading strategy, this will 
not be deemed sufficient for any assessment of suitability for you 
of any transaction, series of transactions or trading strategy. Save 
in those jurisdictions where it is not permissible to make such a 
statement, we hereby inform you that this communication should 
not be considered as a solicitation or offer to sell or purchase any 
securities, deal in any product or enter into any transaction. You 
should make any trading or investment decisions in reliance on 
your own analysis and judgment and/or that of your independent 
advisors and not in reliance on Citi and any decision whether or 
not to adopt any strategy or engage in any transaction will not be 
Citi’s responsibility. Citi does not provide investment, accounting, 
tax, financial or legal advice; such matters as well as the suitability 
of a potential transaction or product or investment should be 
discussed with your independent advisors. Prior to dealing in 
any product or entering into any transaction, you and the senior 
management in your organisation should determine, without 
reliance on Citi, (i) the economic risks or merits, as well as the legal, 
tax and accounting characteristics and consequences of dealing 
with any product or entering into the transaction (ii) that you are 
able to assume these risks, (iii) that such product or transaction 
is appropriate for a person with your experience, investment 
goals, financial resources or any other relevant circumstance or 
consideration. Where you are acting as an adviser or agent, you 
should evaluate this communication in light of the circumstances 
applicable to your principal and the scope of your authority.

The information in this communication, including any trade or 
strategy ideas, is provided by individual sales and/or trading 
personnel of Citi and not by Citi’s research department and 
therefore the directives on the independence of research, and 
rules prohibiting dealing ahead of dissemination, do not apply. 
Any view expressed in this communication may represent the 
current views and interpretations of the markets, products or 
events of such individual sales and/or trading personnel and 
may be different from other sales and/or trading personnel and 
may also differ from Citi’s published research – the views in this 
communication may be more short term in nature and liable to 
change more quickly than the views of Citi research department 
which are generally more long term. On the occasions where 
information provided includes extracts or summary material 
derived from research reports published by Citi’s research 
department, you are advised to obtain and review the original 
piece of research to see the research analyst’s full analysis. Any 
prices used herein, unless otherwise specified, are indicative. 
Although all information has been obtained from, and is based 
upon sources believed to be reliable, it may be incomplete or 

condensed and its accuracy cannot be guaranteed. Citi makes 
no representation or warranty, expressed or implied, as to 
the accuracy of the information, the reasonableness of any 
assumptions used in calculating any illustrative performance 
information or the accuracy (mathematical or otherwise) or validity 
of such information. Any opinions attributed to Citi constitute Citi’s 
judgment as of the date of the relevant material and are subject to 
change without notice. Provision of information may cease at any 
time without reason or notice being given. Commissions and other 
costs relating to any dealing in any products or entering into any 
transactions referred to in this communication may not have been 
taken into consideration.

Any scenario analysis or information generated from a model 
is for illustrative purposes only. Where the communication 
contains “forward-looking” information, such information may 
include, but is not limited to, projections, forecasts or estimates 
of cashflows, yields or return, scenario analyses and proposed or 
expected portfolio composition. Any forward-looking information 
is based upon certain assumptions about future events or 
conditions and is intended only to illustrate hypothetical results 
under those assumptions (not all of which are specified herein 
or can be ascertained at this time). It does not represent actual 
termination or unwind prices that may be available to you or the 
actual performance of any products and neither does it present 
all possible outcomes or describe all factors that may affect the 
value of any applicable investment, product or investment. Actual 
events or conditions are unlikely to be consistent with, and may 
differ significantly from, those assumed. Illustrative performance 
results may be based on mathematical models that calculate 
those results by using inputs that are based on assumptions 
about a variety of future conditions and events and not all relevant 
events or conditions may have been considered in developing 
such assumptions. Accordingly, actual results may vary and the 
variations may be substantial. The products or transactions 
identified in any of the illustrative calculations presented herein 
may therefore not perform as described and actual performance 
may differ, and may differ substantially, from those illustrated 
in this communication. When evaluating any forward looking 
information you should understand the assumptions used and, 
together with your independent advisors, consider whether they 
are appropriate for your purposes. You should also note that 
the models used in any analysis may be proprietary, making the 
results difficult or impossible for any third party to reproduce. This 
communication is not intended to predict any future events. Past 
performance is not indicative of future performance.
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Citi shall have no liability to the user or to third parties, for the 
quality, accuracy, timeliness, continued availability or completeness 
of any data or calculations contained and/or referred to in this 
communication nor for any special, direct, indirect, incidental or 
consequential loss or damage which may be sustained because 
of the use of the information contained and/or referred to in 
this communication or otherwise arising in connection with the 
information contained and/or referred to in this communication, 
provided that this exclusion of liability shall not exclude or limit any 
liability under any law or regulation applicable to Citi that may not 
be excluded or restricted.

The transactions and any products described herein may be 
subject to fluctuations of their mark- to-market price or value 
and such fluctuations may, depending on the type of product or 
security and the financial environment, be substantial. Where a 
product or transaction provides for payments linked to or derived 
from prices or yields of, without limitation, one or more securities, 
other instruments, indices, rates, assets or foreign currencies, 
such provisions may result in negative fluctuations in the value 
of and amounts payable with respect to such product prior to 
or at redemption. You should consider the implications of such 
fluctuations with your independent advisers. The products or 
transactions referred to in this communication may be subject 
to the risk of loss of some or all of your investment, for instance 
(and the examples set out below are not exhaustive), as a result 
of fluctuations in price or value of the product or transaction or 
a lack of liquidity in the market or the risk that your counterparty 
or any guarantor fails to perform its obligations or, if the product 
or transaction is linked to the credit of one or more entities, 
any change to the creditworthiness of the credit of any of those 
entities.

Citi (whether through the individual sales and/trading personnel 
involved in the preparation or issuance of this communication 
or otherwise) may from time to time have long or short principal 
positions and/or actively trade, for its own account and those 
of its customers, by making markets to its clients, in products 
identical to or economically related to the products or transactions 
referred to in this communication. Citi may also undertake hedging 
transactions related to the initiation or termination of a product or 
transaction, that may adversely affect the market price, rate, index 
or other market factor(s) underlying the product or transaction 
and consequently its value. Citi may have an investment banking or 
other commercial relationship with and access to information from 
the issuer(s) of securities, products, or other interests underlying 
a product or transaction. Citi may also have potential conflicts of 
interest due to the present or future relationships between Citi 
and any asset underlying the product or transaction, any collateral 
manager, any reference obligations or any reference entity.

Citi may submit prices, rates, estimates or values to data sources 
that publish indices or benchmarks which may be referenced in 
products or transactions discussed in this communication. Such 
submissions may have an impact on the level of the relevant index 

or benchmark and consequently on the value of the products or 
transactions. Citi will make such submissions without regard to 
your interests under a particular product or transaction. Citi has 
adopted policies and procedures designed to mitigate potential 
conflicts of interest arising from such submissions and our other 
business activities. In light of the different roles performed by Citi 
you should be aware of such potential conflicts of interest.
Any decision to purchase any product or enter into any transaction 
referred to in this communication should be based upon the 
information contained in any associated offering document if one 
is available (including any risk factors or investment considerations 
mentioned therein) and/or the terms of any agreement. Any 
securities which are the subject of this communication have not 
been and will not be registered under the United States Securities 
Act of 1933 as amended (the Securities Act) or any United States 
securities law, and may not be offered or sold within the United 
States or to, or for the account or benefit of, any US person, except 
pursuant to an exemption from, or in a product or transaction, 
not subject to, the registration requirements of the Securities Act. 
This communication is not intended for distribution to, or to be 
used by, any person or entity in any jurisdiction or country which 
distribution or use would be contrary to law or regulation.

Unless a key information document (KID) has been prepared 
pursuant to the PRIIPs Regulation (Regulation (EU) 1286/2014) 
including as such Regulation has been on-shored into UK 
legislation and published on our designated website, no 
transaction or product manufactured by Citi for which such a KID 
is required, is to be offered, sold or otherwise made available to a 
retail investor in the EEA.

Unless you notify us otherwise in writing, you will not, and do 
not intend to, “distribute” any of the transactions, products or 
investments that we “manufacture” or transactions, products, 
investments or services that we “distribute” (as such terms are 
defined pursuant to Markets in Financial Instruments Directive 
(recast) (Directive 2014/65/EU)) including as such Directive has 
been on-shored into UK legislation.

Citi may offer, issue, distribute or provide other services (including, 
without limitation, custodial and other post-trade services) in 
relation to certain financial instruments. Some of these financial 
instruments may be unsecured financial instruments issued or 
entered into by BRRD Entities (i.e. EEA entities within the scope 
of Directive 2014/59/EU (the BRRD including as such Directive 
has been on-shored into UK legislation), including EEA credit 
institutions, certain EEA investment firms and / or their EEA 
subsidiaries or parents) (BRRD Financial Instruments).

In various jurisdictions (including, without limitation, the UK, EEA 
countries and the United States) national authorities have certain 
powers to manage and resolve banks, broker dealers and other 
financial institutions (including, but not limited to, Citi) when they 
are failing or likely to fail. There is a risk that the use, or anticipated 
use, of such powers, or the manner in which they are exercised, 
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may materially adversely affect (i) your rights under certain types 
of unsecured financial instruments (including, without limitation, 
BRRD Financial Instruments), (ii) the value, volatility or liquidity 
of certain unsecured financial instruments (including,  without  
limitation, BRRD Financial Instruments) that you hold and / or (iii) 
the ability of an institution (including, without limitation, a BRRD 
Entity) to satisfy any liabilities or obligations it has to you. You may 
have a right to compensation if the exercise of such powers results 
in less favourable treatment for you than the treatment that you 
would have received under normal insolvency proceedings. By 
accepting any services from Citi, you confirm that you are aware 
of these risks. Some of  these risks (in particular the risks that 
arise under the BRRD) are set out in more detail at the link below 
and you are deemed to have reviewed and considered such risks 
prior to any decision to purchase any product or enter into any 
transaction referred to in this communication.

Certain products mentioned in this communication may contain 
provisions that refer to a reference or benchmark rate which may 
change, cease to be published or be in customary market usage, 
become unavailable, have its use restricted and/or be calculated 
in a different way. As a result, those reference or benchmark rates 
that are the subject of such changes, may cease to be appropriate 
for the products mentioned in this communication.  We encourage 
you to keep up to date with the latest industry developments in 
relation to benchmark transitioning and to consider its impact on 
your business. You should consider, and continue to keep under 
review, the potential impact of benchmark transitioning on any 
existing product you have with Citi, or any new product you enter 
into with Citi. Citi does not provide advice, or recommendations on 
the suitability of your product choice including with respect to any 
benchmark transitioning on any existing product you have with Citi. 
You should obtain professional independent advice (legal, financial 
or otherwise) in respect of the suitability of your products in light of 
benchmark transitioning as you consider necessary.

This communication contains data compilations, writings and 
information that are confidential and proprietary to Citi and 
protected under copyright and other intellectual property laws, 
and may not be reproduced, distributed or otherwise transmitted 
by you to any other person for any purpose unless Citi’s prior 
written consent have been obtained.

Further information on Citi and its terms of business for 
professional clients and eligible counterparties are available at: 
http://icg.citi.com/icg/global_markets/uk_terms.jsp and http://icg.
citi.com/icg/global_markets/EEA_terms.jsp.

In any instance where distribution of this communication is subject 
to the rules of the US Commodity Futures Trading Commission 
(“CFTC”), this communication constitutes an invitation to consider 
entering into a derivatives transaction under U.S. CFTC Regulations 
§§ 1.71 and 23.605, where applicable, but is not a binding offer to 
buy/sell any financial instrument.

IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do 
not provide tax or legal advice. Any discussion of tax matters 
in these materials (i) is not intended or written to be used, 
and cannot be used or relied upon, by you for the purpose of 
avoiding any tax penalties and (ii) may have been written in 
connection with the “promotion or marketing” of a transaction 
(if relevant) contemplated in these materials. Accordingly, you 
should seek advice based your particular circumstances from 
an independent tax advisor.

Although CGML, CGME and CEP are affiliated with Citibank, 
N.A. (together with Citibank, N.A.’s subsidiaries and branches 
worldwide, Citibank), you should be aware that none of the 
products mentioned in this communication (unless expressly 
stated otherwise) are (i) insured by the Federal Deposit Insurance 
Corporation or any other governmental authority, or (ii) deposits 
or other obligations of, or guaranteed by, Citibank or any other 
insured depository institution.

CGML’s operations are not subject to the supervision of the Israel 
Securities Authority. The permit granted by the Israeli Securities 
Authority does not constitute an opinion regarding the quality of the 
services rendered by the permit holder or the risks that such services 
entail.

The provision of any “advice” and/or “intermediary services” as 
defined in section 1 of the Financial Advisory and Intermediary 
Services Act, 2002 (FAIS) and/or services that would not fall within 
the provisions of FAIS will be done by the provider of such services 
acting in the capacity as representative and agent of Citibank, N.A., 
South Africa Branch in accordance with Board Notice 103 of 2004, 
the Exemption of Banks in Respect of Certain Clients. To the extent 
there are any queries or concerns about the services rendered, 
please direct all complaints or concerns to citiservice.southafrica@
citi.com.

With regards to persons based in the Kingdom of Saudi Arabia, 
other than in cases of Capital Market Institutions and Exempt 
Persons (as defined in the laws and regulations of the Capital 
Markets Authority of the Kingdom of Saudi Arabia (‘CMA’)), this 
document constitutes a Security Advertisement (as defined in the 
CMA’s Securities Business Regulations) that has been approved 
and is deemed as having been distributed, by Citigroup Saudi 
Arabia to persons in the Kingdom of Saudi Arabia. Citigroup Saudi 
Arabia is authorized and regulated by the CMA pursuant license 
number 1718431.

© 2025 Citigroup Global Markets Limited. Citi, Citi and Arc Design 
are trademarks and service marks of Citigroup Inc. or its affiliates 
and are used and registered throughout the world.
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