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The rise of active ETFs in Europe — A short overview

ETFs have become awidely popularinvestment vehicle in Europe in recentyears, reaching a record-breaking EUR
2.2 trillion at the end of 2024, with EUR 2 trillion consisting of UCITS. Their appeal to investors is driven by several
factors, including their ease of use (both in terms of ease to trade, as well as components of a larger investment
portfolio), their liquidity, their diversification potential, their low cost and their transparency'?. While passive ETFs
continue to dominate the market, actively managed ETFs have seen significant growth in inflows in recent years,
both globally and in Europe, with considerable potential for future expansion. Both active and index ETFs are
professionally managed. However, portfolio managers of active ETFs can incorporate proprietary research and
react in real-time to evolving market conditions® while retaining the benefits of traditional ETFs.

Active UCITS ETFs saw remarkable growth in 2024, reaching EUR 16.3 billion of net inflows. This brought their total
assets under management to EUR 49 billion by the end of the year, marking an 80% increase from the previous
year. Over the past five years, growth has been even more striking, with a 385% increase, leading to net assets at
the end of 2024 being nearly five times the value from 2019.

Net Assets of European Active UCITS ETFs (EUR billion) Net Sales of European Active UCITS ETFs (EUR billion)
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The share of active UCITS ETFs within the total UCITS ETFs market has steadily increased, reaching 2.4% by the
end of 2024, nearly double the 1.3% seen at the end of 2019. However, the relative growth of active UCITS ETFs
still lags behind the growth in the US, where active ETFs accounted for 8.4% of the total ETF market at the end of
2024.

Shares of Active UCITS ETFs in Total ETFs (percent)
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The net assets of active ETFs in the US amounted to EUR 867 billion at the end of 2024 with net flows reaching
roughly EUR 290 billion during the same year, more than double the value of the previous year (EUR 122 billion).
While the US ETF market remains bigger in size in terms of retail participation, which explains to a certain extent
the differences in net assets and net sales compared to Europe, the higher share of active ETFs in the US can be
partly attributed to the additional tax benefits available to US investors in these products. Although the growth in
active UCITS ETF investments in Europe is significant, it still falls behind other developed markets, such as the
US.

Over the past five years, there has been a consistent increase of flows into active UCITS ETFs.5 We believe the
evolution of active management within the (UCITS) ETF wrapper in Europe is part of a longer term trend, poised to
continue in the coming years. Such growth is supported by investor preferences for either alpha-seeking,
outcomes- or exposure-oriented strategies, as well as by fee-based distribution models for advisors and financial
planners. The rise of digital distribution platforms also promises to play an important role in allowing retail
investors to access active ETFs in addition to passive index-based ETFs. It remains in the interest of European ETF
issuers to continue offering active strategies, as we expect a growing share of new active ETF launches in Europe.
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ABOUT EFAMA

EFAMA is the voice of the European investment management industry, which manages around
EUR 33 trillion of assets on behalf of its clients in Europe and around the world. We advocate for
a regulatory environment that supports our industry’s crucial role in steering capital towards
investments for a sustainable future and providing long-term value for investors.

Besides fostering a Savings and Investments Union, consumer empowerment and sustainable
finance in Europe, we also support open and well-functioning global capital markets and engage
with international standard setters and relevant third-country authorities. EFAMA is a primary
source of industry statistical data and issues regular publications, including Market Insights and
the authoritative EFAMA Fact Book.

More information is available at www.efama.org
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