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ELTIF 2.0: bigger and better

The EU’s revamped long-term investment vehicle looks like the

real deal

Those with long memories may
remember the European Long-Term
Investment Fund, or ELTIF.

Designed to encourage investment in
the real economy across the European
Union and launched to much fanfare
some nine years ago, it didn't take

off and soon faded from general
consciousness.

Fast-forward nearly a decade and the
new and improved ELTIF 2.0 is ready

to do the job its predecessor could

not. ELTIF 2.0 offers investors a bigger
range of assets, better accessibility, and
a way for retail investors to tap private
markets on a large scale for the first
time.

The investment industry is convinced
this time it will fly: the number of
registered ELTIFs has nearly doubled
from 50 to 90-plus in the space of a year
and more funds are being prepared to
capture likely future fund flows.

What happened to ELTIF 1.0?

ELTIFs originally came into force

in December 2015, with the aim

of financing the real economy by
channelling non-bank capital to
long-term infrastructure projects

and SMEs. ELTIFs are not actually a
brand new structure, but are instead a
European Alternative Investment Funds
(AIF) with a long-term “ELTIF” label.

Following their introduction, only
€2.4 billion was raised, and the funds
were domiciled in just four countries.
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The slow uptake was primarily due

to restrictions placed on their use by
individual countries, which made ELTIFs
insufficiently flexible and generally
unworkable.

In particular, the minimum ticket for
retail investors of some €10,000 meant
the great democratisation of private
markets simply didn't happen.

The decision was therefore taken to
re-engineer the ELTIF concept.

‘Investment needs in Europe are huge
for real assets, for sustainable and
digital projects, for scale-ups” says
Anne Macey, Global Head of Public

Affairs, at Natixis Investment Managers.

“Without an EU-wide long-term vehicle,
it is likely that start-ups would go to the
US to finance their growth. Investors
were clear that they would invest if the
product was adjusted. That has now
happened.”

Changes to eligibility of assets

The result was ELTIF 2.0, which went
live in January 2024.

ELTIF 2.0 re-emerged as a more flexible
product in terms of eligible assets,
borrowing, and rules on concentration
and diversification. It also improved
access for investors, notably retail
investors.

In terms of eligible assets, the scope
has been considerably widened. The
definition of real assets has been
simplified and broadened. Investors
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Key takeaways:

- ELTIF 2.0 offers a bigger range

of assets, better accessibility,
and a way for retail investors to
tap private markets on a large
scale for the first time.

+ The involvement of the

investment industry in the
revamping of ELTIFs has
played a big part in the
improvements in and useability
of ELTIF 2.0.

The investment industry will
need to remain proactive to
ensure that the outstanding
technical issues are resolved.
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can now allocate to green bonds and
to fintechs. The market cap for eligible
listed companies has been raised from
€500m to €1.5bn. Simple, Transparent
and Standardised (STS) securitisations
are eligible under certain conditions.
And the EU location requirement for
eligible assets has been abolished.

Another key feature is that

ELTIF 2.0 offers this time greater
flexibility on portfolio composition
and diversification, with a liquid
investments pocket up to 45% for
instance.

The coming democratisation of
private markets

Perhaps the most significant evolution
of the ELTIF is the democratisation

of private asset ownership. The
troublesome €10,000 threshold

has been removed, as has the 10%
exposure cap to real assets for
investors with less than €500,000 to
spare.

“The threshold reduction is a
gamechanger,’ says Macey. “Retail
investors can now invest from zero
capital upwards, with strong investor
protections still in place.” ELTIF 2.0
aligns to the investor protection tenets
established in MiFiD Il. Macey adds:
“The very fact retail investors fully
understand that these are long-term
investments is protection in itself.

The borrowing threshold of up to 30%
of an ELTIF’s capital value has been
raised to up to 50% for ELTIFs open to
retail investors, potentially improving
investment performance. The threshold
becomes 100% for professional
investors.

ELTIF 2.0 also allows fund-of-funds
structures, which can invest in other
AlFs. This will give retail investors
indirect exposure to funds that

were previously the sole preserve of
professionals or not available at all.

One last bump in the road

With the roadblocks largely removed,
there is now impetus behind ELTIFs.
There are one or two remaining bumps
in the road, notably the redemption
policy, which makes it difficult to
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operate open-ended ELTIFs. ELTIFs
would have to impose a minimum
notice period of 12 months and
open-ended ELTIFs that want to
implement a shorter notice period
would have to hold up to 40% of the
portfolio in cash or near-cash.

This “standard”, developed by ESMA,
is being reviewed by the European
Commission. “As an industry we are
working to ensure that the technical
standards won't jeopardise the main
thrust of ELTIF 2.0," says Macey.

On March 6 2024, the Commission
amended the draft, including a
requirement to inform national
authorities before material changes
are made to redemption policies
and removing the requirement of a
minimum 12-month notice period.
ESMA is currently reviewing the
amended draft and must now come
back to the Commission with their
approval or a new amended copy.

Why is the ELTIF process better
this time?

The greater involvement of the
investment industry in the revamping
of ELTIFs has played a big part in the
improvements in and useability

of ELTIF 2.0.

“Most European decision-makers are
really listening to the industry this time
round,” says Macey, who has played
arole in advising on the development
of ELTIF 2.0. “That's great, because

as an industry we know the needs of
investors and can design and develop a
product that will appeal to them”

Macey and her colleagues at Natixis
Investment Managers have actively
engaged with European Ministries of
Finance and the Commission, talking to
key experts, including the Rapporteur at
the European Parliament and his team,
as well as regulators and financial
officials in other EU member states.
She says: “We exchange views, listen

to their concerns and leverage the
operational expertise of Natixis and its
large range of affiliates spanning all key
private assets capabilities to help draft
the framework.”

Macey'’s credentials make her a natural
fit to engage in the development
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of the new ELTIF. In a previous role,

as CEO of the European thinktank,
Confrontations Europe, Macey, her
team and founding members worked
alongside the European Commissioner
Michel Barnier’s impulsion to reinstate
long-term investment including ELTIF
as a priority EU agenda item.

And, as former chief of staff of the
General Rapporteur on the budget at
the French National Assembly, she
understands how the private sector
should position its messaging to be
properly understood and for its ideas
to be integrated into political decision-
making. The best and most effective
way is actually to share the same vision
and leverage operational expertise from
the best experts in the private sector to
make it come true.

Industry should remain
proactive

The investment industry will need to
remain proactive to ensure that the
outstanding technical issues are
resolved. “We think the EU Commission
may well do what it has rarely done
before and modify the technical
standards,” says Macey. “That would be
testament to the industry’'s engagement
efforts over the last two years.”

In fact, Macey would like the
Commission to go even further in

the future and offer tax incentives

for investment in ELTIFs, mirroring

tax breaks offered in the US for

similar vehicles, such as Business
Development Corporations for instance.

“Yes, there are public finance
constraints in the EU, but if we want
the private sector to help finance the
real economy, it should be realised that
tax incentives could benefit everyone,
including governments,” says Macey.
“Tax incentives could channel long-term
capital to the real economy, facilitating
the building of renewable power and
energy infrastructure, SMEs, schools,
hospitals and so on.”

“This would create jobs and improve
lives across the EU."

Published in March 2024
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This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified or Institutional Investors and, when required
by local regulation, only at their written request. This material must not be used with Retail Investors.

To obtain a summary of investor rights in the official language of your jurisdiction, please consult the legal documentation section of the website (im.natixis.com/intl/
int-fund-documents)

In the E.U.: Provided by Natixis Investment Managers International or one of its branch offices listed below. Natixis Investment Managers International is a portfolio management
company authorized by the Autorité des Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme)
registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendés France, 75013 Paris. Germany: Natixis Investment
Managers International, Zweigniederlassung Deutschland (Registration number: HRB 129507): Senckenberganlage 21, 60325 Frankfurt am Main. Italy: Natixis Investment
Managers International Succursale Italiana, Registered office: Via San Clemente 1, 20122 Milan, Italy. Netherlands: Natixis Investment Managers International, Nederlands
(Registration number 000050438298). Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Spain: Natixis Investment Managers International S.A., Sucursal en
Espafia, Serrano n°90, 6th Floor, 28006 Madrid, Spain. Sweden: Natixis Investment Managers International, Nordics Filial (Registration number 516412-8372- Swedish Companies
Registration Office). Registered office: Covendrum Stockholm City AB, Kungsgatan 9, 111 43 Stockholm, Box 2376, 103 18 Stockholm, Sweden. Or, Provided by Natixis Investment
Managers S.A. or one of its branch offices listed below. Natixis Investment Managers S.A. is a Luxembourg management company that is authorized by the Commission de
Surveillance du Secteur Financier and is incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis Investment Managers S.A.: 2, rue
Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Belgium: Natixis Investment Managers S.A., Belgian Branch, Gare Maritime, Rue Picard 7, Bte 100, 1000 Bruxelles,
Belgium. In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sarl, Rue du Vieux College 10, 1204 Geneva, Switzerland or its
representative office in Zurich, Schweizergasse 6, 8001 Ziirich. In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by
the UK Financial Conduct Authority (FCA firm reference no. 190258) - registered office: Natixis Investment Managers UK Limited, Level 4, Cannon Bridge House, 25 Dowgate Hill,
London, EC4R 2YA. When permitted, the distribution of this material is intended to be made to persons as described as follows: in the United Kingdom: this material is intended
to be communicated to and/or directed at investment professionals and professional investors only; in Ireland: this material is intended to be communicated to and/or directed
at professional investors only; in Guernsey: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the
Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or directed at professional investors only; in the Isle of Man: this
material is intended to be communicated to and/or directed at only financial services providers which hold a license from the Isle of Man Financial Services Authority or insurers
authorised under section 8 of the Insurance Act 2008. In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch)
which is regulated by the DFSA. Related financial products or services are only available to persons who have sufficient financial experience and understanding to participate in
financial markets within the DIFC, and qualify as Professional Clients or Market Counterparties as defined by the DFSA. No other Person should act upon this material. Registered
office: Unit L10-02, Level 10,ICD Brookfield Place, DIFC, PO Box 506752, Dubai, United Arab Emirates In Taiwan: Provided by Natixis Investment Managers Securities Investment
Consulting (Taipei) Co., Ltd., a Securities Investment Consulting Enterprise regulated by the Financial Supervisory Commission of the R.0.C. Registered address: 34F, No. 68,
Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.0.C.), license number 2020 FSC SICE No. 025, Tel. +886 2 8789 2788.In Singapore: Provided by Natixis
Investment Managers Singapore Limited (NIM Singapore) having office at 5 Shenton Way, #22-05/06, UIC Building, Singapore 068808 (Company Registration No. 199801044D)
to distributors and qualified investors for information purpose only. NIM Singapore is requlated by the Monetary Authority of Singapore under a Capital Markets Services Licence
to conduct fund management activities and is an exempt financial adviser. Mirova Division (Business Name Registration No.: 53431077W) and Ostrum Division (Business Name
Registration No.: 53463468X) are part of NIM Singapore and are not separate legal entities. This advertisement or publication has not been reviewed by the Monetary Authority
of Singapore. In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to professional investors for information purpose only.

In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the general information of financial
advisers and wholesale clients only. In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not constitute
financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available to New Zealand investors who have certified
that they meet the requirements in the FMCA for wholesale investors. Natixis Investment Managers Australia Pty Limited is not a registered financial service provider in New
Zealand. In Colombia: Provided by Natixis Investment Managers International Oficina de Representacion (Colombia) to professional clients for informational purposes only as
permitted under Decree 2555 of 2010. Any products, services or investments referred to herein are rendered exclusively outside of Colombia. This material does not constitute a
public offering in Colombia and is addressed to less than 100 specifically identified investors. In Latin America: Provided by Natixis Investment Managers International.

In Chile: Esta oferta privada se inicia el dia de la fecha de la presente comunicacidn. La presente oferta se acoge a la Norma de Cardcter General N° 336 de la Superintendencia
de Valores y Seguros de Chile. La presente oferta versa sobre valores no inscritos en el Registro de Valores o en el Registro de Valores Extranjeros que lleva la Superintendencia
de Valores y Seqguros, por lo que los valores sobre los cuales ésta versa, no estén sujetos a su fiscalizacion. Que por tratarse de valores no inscritos, no existe la obligacion
por parte del emisor de entregar en Chile informacién publica respecto de estos valores. Estos valores no podran ser objeto de oferta publica mientras no sean inscritos en el
Registro de Valores correspondiente. In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V.,, which is not a regulated financial entity, securities intermediary, or an investment
manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comisién Nacional Bancaria y de Valores (CNBV) or any
other Mexican authority. Any products, services or investments referred to herein that require authorization or license are rendered exclusively outside of Mexico. While shares of
certain ETFs may be listed in the Sistema Internacional de Cotizaciones (SIC), such listing does not represent a public offering of securities in Mexico, and therefore the accuracy
of this information has not been confirmed by the CNBV. Natixis Investment Managers is an entity organized under the laws of France and is not authorized by or registered
with the CNBV or any other Mexican authority. Any reference contained herein to “Investment Managers” is made to Natixis Investment Managers and/or any of its investment
management subsidiaries, which are also not authorized by or registered with the CNBV or any other Mexican authority.

In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of Uruguay. Office: San
Lucar 1491, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627.

In Brazil: Provided to a specific identified investment professional for information purposes only by Natixis Investment Managers International. This communication cannot be
distributed other than to the identified addressee. Further, this communication should not be construed as a public offer of any securities or any related financial instruments.
Natixis Investment Managers International is a portfolio management company authorized by the Autorité des Marchés Financiers (French Financial Markets Authority - AMF)
under no. GP 90-009, and a public limited company (société anonyme) registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue
Pierre Mendes France, 75013 Paris. The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-up
of specialised investment management and distribution entities worldwide. The investment management subsidiaries of Natixis Investment Managers conduct any requlated
activities only in and from the jurisdictions in which they are licensed or authorised. Their services and the products they manage are not available to all investors in all jurisdictions.
It is the responsibility of each investment service provider to ensure that the offering or sale of fund shares or third party investment services to its clients complies with the
relevant national law. The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute investment advice, or a
recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity. Investors should consider the investment objectives, risks and expenses
of any investment carefully before investing. The analyses, opinions, and certain of the investment themes and processes referenced herein represent the views of the portfolio
manager(s) as of the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change. There can be no assurance that developments will
transpire as may be forecasted in this material. The analyses and opinions expressed by external third parties are independent and does not necessarily reflect those of Natixis
Investment Managers. Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party sources, it does not
guarantee the accuracy, adequacy, or completeness of such information. May not be redistributed, published, or reproduced, in whole or in part.

Amounts shown are expressed in USD unless otherwise indicated. Natixis Investment Managers may decide to terminate its marketing arrangements for this fund in accordance
with the relevant legislation
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