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FUND MANAGEMENT REGULATION

Regulatory framework and authorities
How )in Mery general termsj is fund management regulated in your 
?urisdictionW -hich authorities haMe primary responsibility for regulating 
fundsO fund managers and those marketing fundsW

Fund management is regulated in Germany by the German Capital Investment Code (KAGB). 
The KAGB implements the EU Undertakings for Collective Investment in Transferable 
Securities (UCITS) Directive (2009/65/EC) and the Alternative Investment Fund Managers 
Directive (AIFMD) that was recently amended by AIFMD II. Since April 2026, the current 
version of the KAGB re–ects the latest legislative changes deriving from AIFMD II.

The Federal Financial Supervisory Authority (BaFin) is responsible for regulating funds, fund 
managers and those marketing funds.

For supporting information and publications on the following answers see BaFin & Law ; 
Regulation’ and the Federal Ministry of Finance & Taxation.

Law stated - 23 Juni 2026

Fund administration
xs fund administration )support serMices proMided to funds such as 
bookDkeepingO preparing reportsO trade settlementO etcj regulated in your 
?urisdictionW

Fund administration is not regulated per se in Germany. The regulation depends on whether 
the services fall within a speciqcally regulated environment.

As a rule, general assistance in fund administration is not regulated, such as the preparation 
of reports or distribution notices.

Certain administrative services are regulated by professional services laws. Before offering 
bookkeeping services on the market, a minimum of three yearsV professional experience is 
rezuired. Trade settlement is typically licensable as the qnancial service of the execution of 
orders on behalf of clients or the banking activity of trading on behalf of others.

Law stated - 23 Juni 2026

Authorisation
-hat is the authorisation or licensing process for fundsW -hat are the key 
requirements that apply to managers and operators of inMestment funds 
in your ?urisdictionW

Regulation of funds is primarily exercised through regulation of managers. It rezuires that 
the manager is either fully licensed or registered with BaFin under the KAGB. If a fund is 
internally managed it needs a licence or registration.
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Additionally,  the  European  "enture  Capital  Funds  regime  and  European  Social 
Entrepreneurship Funds regime are directly applicable in Germany, as well as the European 
Long-Term Investment Funds (ELTIF) regime. The ELTIF Regime was recently amended by 
EU legislature (ELTIF 2.0).

Registration process for registered managers

Availability

The registration process is only available to certain small or medium-si€ed managers, the 
most important category of which is 1sub-threshold managers1 under the AIFMD and KAGB. 
In practice, most German fund managers fall within this category.

Sub-threshold managers, under the KAGB, are managers with assets of not more than :•00 
million (in the case of leverage) or not more than :500 million (no leverage) and who only 
manage special alternative investment funds (AIFs). These are AIFs whose interests or 
shares may only be aczuired according to the fund documents by professional investors or 
semi-professional investors (ie, non-retail funds).

Professional investors are deqned in the AIFMD and in the Markets in Financial Instruments 
Directive II (MiFID II).

A semi-professional investor is a person who3

H commits to invest at least :200,000’

H conqrms in writing that it is aware of the risks’ and

H has the expertise, experience and knowledge to participate in the investment 
opportunity. This must be assessed and conqrmed by the manager.

In addition, senior management, risk-takers and other staff of the manager within the 
meaning of article •4 of the AIFMD are considered semi-professional. A person with a 
minimum commitment of :•0 million and certain public and governmental institutions are 
also considered semi-professional.

Besides the rezuirements mentioned above, special AIFs managed by sub-threshold 
managers are, in principle, not regulated.

Registration procedure

The registration procedure is comparatively simple. It rezuires the submission of an informal 
registration rezuest together with certain corporate documents concerning the manager and 
the managed funds (such as the fundVs limited partnership agreement and the managerVs 
articles of association). Due to the national implementation of AIFMD II, further information 
must be disclosed regarding the managing directors and any persons holding a signiqcant 
interest in the manager. In addition to being a special AIF, the fund may not rezuire the 
investors to pay in additional capital beyond the investorVs original commitment.

BaFin must make its decision for approval within certain statutory deadlines, which begin 
with the date of receipt of the complete documents rezuired for the approval. The deadline 
for registration of a sub-threshold manager is two weeks. As it is at the sole discretion of 
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BaFin when the documents rezuired for the approval of the respective licence are complete, 
the usual time frame for obtaining the registration is two to four weeks in practice.

Ongoing issues

An advantage of the registration is that only a few provisions of the KAGB apply to a 
registered-only manager’ mainly the provisions on the registration rezuirements, ongoing 
reporting rezuirements, notiqcation of changes of the managing directors or persons holding 
a signiqcant interest in the manager and the general supervisory powers of BaFin. 8owever, 
fund-speciqc rezuirements do not apply to registered-only managers and their funds. In 
particular, the depositary rezuirements and marketing rezuirements, as well as the additional 
rezuirements of the KAGB for fully licensed managers, do not apply. 8owever, section j5a of 
the KAGB rezuires sub-threshold alternative investment fund managers (AIFMs) to instruct 
a zualiqed independent third party (eg, an auditor) as well to audit how funds are being 
managed and whether the sub-threshold AIFM adheres to applicable notiqcation obligations 
and anti-money laundering laws. The AIFM must notify BaFin of the appointed auditor. In 
particular, BaFin may determine the main points for the audits that must be taken into 
account by the auditor.

Together with the implementation AIFMD II into the KAGB, the restrictions on loan origination 
by AIFs managed by sub-threshold AIFMs have been abolished.

On  the  downside,  the  registration  restricts  the  manager  to  the  type  of  funds  and 
investors for which the registration was obtained (ie, only special AIFs and professional or 
semi-professional investors). Furthermore, a registered manager does not beneqt from the 
European marketing passport under the AIFMD. A registered manager can, however, opt in 
to become a fully licensed manager.

Licensing process for fully licensed managers

Availability

Fund managers that do not zualify for registration or opt out of registration must apply for 
a full fund-management licence with BaFin under the KAGB.

A full fund-management licence opens the door for a manager to market funds to retail 
investors as well as to the marketing passport under the AIFMD or UCITS Directive. Retail 
investors are neither professional nor semi-professional investors.

Licensing procedure

The licensing procedure is a fully –edged authorisation process with rezuirements ezuivalent 
to those for granting permission under article % of the AIFMD or article 6 of the UCITS 
Directive. The licensing procedure checks rezuirements such as suJcient initial capital or 
own funds, suJciently good repute of the directors and shareholders and the managerVs 
organisational structure. The AIFM must appoint at least two full-time managing directors 
having their residence in the EU.
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The statutory deadline for BaFinVs approval of a fully licensed manager is six months (three 
months base time frame plus an extension of up to an additional three months in case BaFin 
rezuests further documents). Due to the implementation of AIFMD II, there is now a cut-off 
date for completing an authorisation application. If BaFin rezuests additional documents 
(within the three-month extension phase), these must be submitted to BaFin within three 
months’ otherwise, the application will be deemed to be withdrawn. In practice, however, 
approval can usually be expected within nine to •2 months (in certain cases even longer) 
as it is at the sole discretion of BaFin when the documents rezuired for the approval are 
complete.

Ongoing issues

The licensing of the manager results in the manager being subWect to the entirety of the KAGB, 
in particular3

H the rezuired appointment of a depositary for the funds’

H access to setting up contractual funds’

H adherence to the corporate governance rules for funds set up as investment 
corporations (investment AGs) or investment limited partnerships (investment KGs)’

H adherence to the fund-related rezuirements of the KAGB’

H adherence to the marketing rules of the KAGB’

H access to the marketing passport under the AIFMD or UCITS Directive’

H access to the managing passport under the AIFMD or UCITS Directive’ and

H adherence to the reporting rezuirements of the KAGB.

Law stated - 23 Juni 2026

Territorial scope of regulation
-hat is the territorial scope of fund regulationW van an oMerseas manager 
perform management actiMities or proMide serMices to clients in your 
?urisdiction without authorisationW

EU fund managers

EU fund managers are allowed to perform fund management services under the passport 
regime of the AIFMD or UCITS Directive. In addition, EU fund managers may use the EU 
passport regime to provide other services and ancillary services (such as investment advice 
or discretionary individual portfolio management).

Non-EU managers

Non-EU managers are currently not allowed to perform fund management services in 
Germany. This will change for AIFMs in countries where the passporting regime under the 
AIFMD for third-country managers will eventually become effective.
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Non-EU managers can provide regulated services outside of fund management (such as 
investment advice or discretionary individual portfolio management), but only if there is an 
existing relationship with a German client or if the relationship is established at the initiative 
of the German client.

Law stated - 23 Juni 2026

Acquisitions
xs the acquisition of a controlling or nonDcontrolling stake in a fund 
manager in your ?urisdiction sub?ect to prior authorisation by the 
regulatorW )Restrict your answers to the regulator with responsibility for 
oMersight of fund management@ ’o not answer with respect to other 
agenciesO such as the merger control authorities@j  

The aczuisition of a material stake in a UCITS management company rezuires prior 
clearance by BaFin. The threshold for a material stake is •0Q of the capital or voting rights of 
the management company. The threshold also applies in the case of an indirect aczuisition 
(eg, through aczuiring a controlling stake in a qnancial holding company).

There is no prior clearance procedure with BaFin for the aczuisition of a material stake in an 
AIFM placed on the potential aczuirer. 8owever, BaFin can take measures if shareholders 
with a material stake are not of suJciently good repute or are otherwise not reliable enough 
to hold a stake in an AIFM. In practice, prior pre-clearance and coordination with the AIFM is 
therefore advisable.

Due to the implementation of AIFMD II, a registered sub-threshold AIFM must now also 
disclose to BaFin its material stakeholders and any changes thereto without undue delay.

Law stated - 23 Juni 2026

Restrictions on compensation and provt sharing
Are there any regulatory restrictions on the structuring of the fund 
manager–s compensation and proCtDsharing arrangementsW

Germany follows the remuneration rezuirements of the European Securities and Markets 
AuthorityVs Guidelines on Sound Remuneration under the UCITS Directive and the AIFMD.

Law stated - 23 Juni 2026

FUND MARKETING

Authorisation
’oes the marketing of inMestment funds in your ?urisdiction require 
authorisationW

The marketing of  investment  funds rezuires  authorisation by  the  Federal  Financial 
Supervisory Authority  (BaFin)  or  at  least  a European marketing passport  under the 
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Alternative Investment Fund Managers Directive (AIFMD) or the Undertakings for Collective 
Investment in Transferable Securities (UCITS) Directive (2009/65/EC) (the UCITS Directive). 
A private placement regime is no longer available in Germany.

The only exception available applies to German-registered sub-threshold managers. 
German-registered sub-threshold managers can market their funds on a private placement 
basis.

The German funds marketing regime distinguishes between domestic funds, EU funds and 
non-EU funds, as well as between domestic fund managers, EU fund managers and non-EU 
fund managers. It further distinguishes between UCITS and alternative investment funds 
(AIFs), as well as & for AIFs & whether the funds are marketed to professional investors, 
semi-professional investors or retail investors.

Marketing of UCITS

The marketing of non-German UCITS in Germany follows the passporting regime of the 
UCITS Directive. In addition to the standard notiqcation procedure, the marketing of UCITS 
must comply with the German implementation of the UCITS passporting rules (articles 9• to 
95 of the UCITS Directive). For instance, there must be a qnancial institution in Germany for 
making payments to unitholders, repurchasing or redeeming units and for making available 
the information that UCITS are rezuired to provide under Chapter IX of the UCITS Directive.

UCITS can be marketed under the passport to professional, semi-professional and retail 
investors.

Marketing of EU AIFs by EU AIFMs

A passport is available for the marketing of non-German EU AIFs by EU alternative 
investment fund managers (AIFMs) under article 42 of the AIFMD. The AIFMD marketing 
passport allows for the marketing of EU AIFs to professional and semi-professional investors 
in Germany.

EU sub-threshold AIFMs

EU sub-threshold AIFMs may use a simpliqed marketing notiqcation procedure with BaFin. 
This notiqcation procedure rezuires, among other things, conqrmation of the registration 
status of the AIFM in its home member state and reciprocity. 1Reciprocity1 means that the 
home member state must allow the marketing of AIFs managed by a German sub-threshold 
manager without imposing stricter rezuirements than Germany. Such reciprocity is currently 
recognised, for instance, with regard to Luxembourg and the Netherlands, but not with regard 
to Austria, Denmark or France.

Marketing of EU AIFs or non-EU AIFs to retail investors

The  AIFMD  deals  only  with  the  marketing  of  AIFs  to  professional  investors.  For 
non-professional investors, EU member states are free to impose stricter rezuirements 
(article j4, paragraph 2 of the AIFMD). Germany has introduced a strict retail marketing 
regime for EU and non-EU AIFs. The regime is based on the retail marketing regime 
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of German AIFs. It rezuires full AIFMD compliance as well as full compliance with the 
German products regulation. Because of these strict rezuirements, marketing an AIF to retail 
investors only makes sense if the relevant AIF is already set up with German retail investors 
in mind. A 1re-tailoring1 of an existing AIF is cost-prohibitive.

Law stated - 23 Juni 2026

Authorisation
-hat marketing actiMities require authorisationW

The key trigger of an authorisation is the term 1marketing1.

Marketing means the direct or indirect offering or placement of units or shares in an 
investment fund.

In  202•,  the German parliament passed the Act  to Strengthen Germany as a Fund 
7urisdiction to improve Germany as a fund Wurisdiction. The Act has been effective from 
2 August 202• and implemented the cross-border marketing amendments of the AIFMD 
(Directive (EU) 20•9/••60 on cross-border marketing).

The implementation provides some guidance on the meaning of the term 1pre-marketing1.

Pre-marketing to professional or semi-professional investors takes place if information 
presented3

H is not suJcient to allow investors to commit to aczuiring units or shares of a particular 
AIF’

H does not amount to subscription forms or similar documents whether in a draft or a 
qnal form’ and

H does not amount to constitutional documents, a prospectus or offering documents 
of a not-yet-established AIF in a qnal form.

”here a draft prospectus or offering documents are provided, they must not contain 
information suJcient to allow investors to make an investment decision and must clearly 
state that3

H they do not constitute an offer or an invitation to subscribe to units or shares of an 
AIF’ and

H the information presented therein should not be relied upon because it is incomplete 
and may be subWect to change.

In addition, BaFin provides some guidance on pre-marketing activities in its FA's about 
the marketing and aczuisition of investment funds (the FA's on Marketing). BaFin revised 
its FA's in 2022 and implemented a partly stricter pre-marketing regulation in Germany 
compared to the prior regulation on pre-marketing. According to the FA's on Marketing3

H pre-marketing and, in principle, not-yet-marketing is providing information or notices 
on investment strategies or concepts by an AIFM or third parties appointed by it 
to potential professional or semi-professional investors domiciled or resident in the 
European Union or an EEA state with the aim of determining the extent to which the 
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investors are interested in a participation in an AIF or sub-investment assets not yet 
authorised for cross-border marketing in the investorVs country of residence’

H pre-marketing only triggers the obligation to notify and does not rezuire a completed 
marketing  notiqcation  procedure.  AIFs  that  are  mentioned  in  pre-marketing 
information provided by AIFMs (or third parties) on or after 2 August 202•, or whose 
investment strategies appear in pre-marketing, must complete the relevant marketing 
notiqcation procedure if units or shares in the AIF are subscribed to within a period of 
•% months from the start of pre-marketing’ and

H pre-marketing activities do not cross the line to marketing as long as the fund is not 
yet established (ie, no investor has been admitted to the fund) and only incomplete 
draft fund documents are distributed or available in Germany. The draft status of the 
documents must be clearly indicated. In addition, it must be communicated to the 
investor that a subscription is currently not possible and no offers for a subscription 
are sought, and that the documents are still subWect to change (eg, in a presentation 
or correspondence disclaimer).

Unlike the Directive on cross-border marketing, the Act to Strengthen Germany as a 
Fund 7urisdiction extends the new EU pre-marketing regime to non-EU AIFMs seeking 
to pre-market in Germany. In line with the Directive, the Act restricts the qrms entitled 
to  pre-market  on  behalf  of  the  AIFM to  Markets  in  Financial  Instruments  Directive 
(MiFID) investment qrms, credit institutions under Directive 20•4/46/EU, AIFMs and UCITS 
management companies. In Germany, tied agents may also perform pre-marketing.

8owever, the German pre-marketing regime does not apply to EU sub-threshold AIFMs.

Reverse solicitation

Germany recognises reverse solicitation, albeit in a rather strict form. It rezuires that the offer 
or placement is genuinely initiated by the investor. In addition, the prospective investor must 
be a professional or semi-professional investor. The exact scope of the reverse solicitation 
concept as understood by BaFin is still not clear. 8owever, since the implementation of 
the pre-marketing regime, the scope for reverse solicitation has become very limited. Any 
subscription made by an investor within •% months of the commencement of pre-marketing 
is considered a result of pre-marketing or marketing activities in Germany. Therefore, 
pre-marketing activities will preclude the AIFM from being able to rely on reverse solicitation 
for a period of •% months.

If the investor is a retail investor, the rezuirements on reverse solicitation are even less clear. 
It is therefore advisable to exercise considerable restraint regarding reverse solicitation in 
connection with retail investors. If a retail investorVs initiation is not considered a real case 
of reverse solicitation, the fund manager would be subWect to the more cumbersome retail 
marketing regime in Germany. Nevertheless, some legal commentators argue in favour of 
the possibility of reverse solicitation, because the underlying principle of passive freedom 
to provide services & anchored in European law & is, in principle, also applicable to retail 
investors.

In the case of reverse solicitation, the fund manager must have documentary evidence of 
how the relationship with the investor started and seek a conqrmation from the investor that 
the contact was initiated solely by the investor.
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Generally, the rezuirements for reverse solicitation are fulqlled only in limited instances.

Law stated - 23 Juni 2026

Territorial scope and restrictions
-hat is the territorial scope of your regulationW Iay an oMerseas 
entity perform fund marketing actiMities in your ?urisdiction without 
authorisationW

Marketing of EU AIFs by EU AIFMs

The AIFMD marketing passport allows non-German EU AIFs by EU alternative investment 
fund managers (AIFMs) to market EU AIFs to professional and semi-professional investors 
in Germany (article 42 of the AIFMD).

Marketing of non-EU AIFs or EU AIFs by non-EU AIFMs

Germany allows the marketing of non-EU AIFs managed by non-EU AIFMs under the regime 
of article j2 of the AIFMD to professional investors. The same regime applies to the 
marketing of EU AIFs managed by non-EU AIFMs to professional investors. Germany also 
applies the article j2 regime to non-EU sub-threshold managers.

Germany has implemented the article j2 regime in a rather cumbersome way. Compared 
with some other EU member states, the process is lengthy and costly. BaFin has two months 
(in some cases even longer) to review once documents have been qled, and as of April 2026 
it charges a fee of :•,6j• for the review per AIF to be marketed. The set of documents to be 
submitted to BaFin is zuite extensive and includes the private placement memorandum, the 
fund limited partnership agreement and certain constitutional documents.

There are also some additional rezuirements not readily discernible from the reading of 
article j2, which go beyond the minimum rezuirements of the AIFMD (gold-plating). For 
instance, Germany rezuires a 1depositary-lite1 and applies the article j2 regime to non-EU 
sub-threshold managers.

To ensure that the article j2 rezuirement of cooperation agreements between the relevant 
competent authorities is effective, BaFin rezuires, as part of the marketing authorisation 
procedure, an express declaration from the non-EU AIFM that3

H the non-EU AIFM is registered with the competent authority with which BaFin has 
entered into a cooperation agreement or that the non-EU AIFM is registered in another 
register to which the competent authority has access’ and

H the competent authority has information rights in relation to the non-EU AIFM.

Concerning the depositary-lite, the AIFM must appoint a depositary to perform the three 
functions listed in articles 2•(“) to 2•(9) of the AIFMD, namely, cash monitoring, safekeeping 
of assets and a general oversight over the AIFM and the AIF. The depositary can be 
located outside Germany. A depositary conqrmation must be submitted to BaFin. Due to 
the implementation of AIFMD II into the KAGB, the rezuirement on cooperation agreements 
was extended and now also rezuires an agreement between the home country of the non-EU 
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AIFM or non-EU AIF and Germany that fully complies with article 26 of the OECD Model Tax 
Convention (information exchange).

The article j2 regime is also available for marketing to semi-professional investors. 8owever, 
in such cases, the non-EU AIFM and the management of the AIF must fully comply with the 
AIFMD.

Marketing of EU AIFs or non-EU AIFs to retail investors

Regarding the marketing of AIFs to retail investors, there is a stricter retail marketing regime 
for EU and non-EU AIFs. The regime is based on the retail marketing regime of German 
AIFs. It rezuires full AIFMD compliance as well as full compliance with the German product 
regulation. Because of these strict rezuirements, marketing an AIF to retail investors only 
makes sense if the relevant AIF is already set up with German retail investors in mind. A 
1re-tailoring1 of an existing AIF is cost-prohibitive.

Law stated - 23 Juni 2026

Territorial scope and restrictions
xf a local entity must be inMolMed in the fund marketing processO how is this 
rule satisCed in practiceW

Local entities used to be involved in processes concerning UCITS (paying agent and 
information agent) and in the marketing of AIFs to retail investors (paying agent and 
representative of the AIFM). The role of the local entity was usually performed by a German 
credit institution. 8owever, this practice has been abolished and these tasks can now be 
performed by entities domiciled outside Germany.

Law stated - 23 Juni 2026

Commission payments
-hat restrictions are there on intermediaries earning commission 
payments in relation to their marketing actiMities in your ?urisdictionW

Germany follows the MiFID II inducement rules on commission payments received by 
intermediaries. In practice, this means that the commission needs to be disclosed to the 
prospective client. In cross-border services without a German branch, the supervision of the 
German MiFID II rules of good conduct is primarily carried out by the home country regulator.

In 7anuary 2022, the German Lobbying Register for the Representation of Special Interests 
regarding the German Bundestag and the Federal Government entered into force. Individuals 
and legal entities involved in lobbying activities face extensive registration and qnancial 
disclosure obligations. A reform of the Lobby Register Act came into force on • March 
202j, which contained around 50 individual amendments to the text of the law and has thus 
changed the law considerably.

Law stated - 23 Juni 2026
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RETAIL FUNDS

A7ailable 7ehicles
-hat are the main legal Mehicles used to set up a retail fundW How are they 
formedW

The fund-related rezuirements of the German Capital Investment Code (KAGB) distinguish 
between undertakings for collective investment in transferable securities (UCITS), special 
alternative investment funds (AIFs) and public AIFs. Retail funds are UCITS funds and 
public AIFs. Public AIFs can be subscribed to by retail investors as well as professional and 
semi-professional investors. Retail investors are neither professional nor semi-professional 
investors. Another category of funds that are often structured as retail funds are European 
Long-Term Investment Funds (ELTIF) to which the ELTIF Regime applies.

Arrangements and vehicles for open-ended funds

For open-ended funds, contractual funds and investment corporations with variable capital 
structures are available. They can have different classes of units or shares. They can also 
establish sub-funds (an umbrella structure).

The open investment limited partnership (investment KG) structure is only available to 
semi-professional or professional investors.

A contractual fund is established by the fund manager on a contractual basis with the 
investor. The contractual fund is a pool of assets separated by statute and contract from 
the other assets of the fund manager. The investment guidelines for contractual funds set 
out the details of the relationship between the fund manager and the investors, in particular 
the applicable investment restrictions. The investment guidelines of retail funds rezuire the 
approval of the Federal Financial Supervisory Authority (BaFin). Since mid 202•, there has 
been the option to structure an open-ended contractual fund as a dedicated infrastructure 
AIF.

Investment corporations and limited partnerships are modiqed according to investment law, 
but are otherwise established in accordance with the applicable procedures for establishing 
corporations and partnerships. In addition to the articles of incorporation or the limited 
partnership agreement (LPA), separate investment guidelines are necessary.

"ehicles for closed-ended funds

For closed-ended funds, the available vehicles for retail funds are the investment corporation 
with qxed capital and the closed-ended investment limited partnership, and since mid 202•, 
the closed-ended contractual fund.

The vehicles can issue different classes of shares or interests, and can establish sub-funds 
(an umbrella structure).

In addition to the articles of incorporation and the LPA, separate investment guidelines are 
necessary.

Law stated - 23 Juni 2026

Fund Management 2026 Explore on Lexology

https://www.lexology.com/gtdt/workareas/fund-management?utm_source=GTDT&utm_medium=pdf&utm_campaign=Fund+Management+2026


RETURN TO CONTENTS

Laws and regulations
-hat are the key laws and other sets of rules )regulatory and 
selfDregulatoryj that goMern retail fundsW

The main law governing retail funds is the KAGB. The KAGB is supplemented by several 
ordinances (ie, the Derivative Ordinance, the Organisational and Rules of Conduct Ordinance 
and the Mediation Ordinance). In addition, the Alternative Investment Fund Managers 
Directive (AIFMD) Level II Regulation applies to retail AIFs.

This set of laws is supplemented by self-regulatory standards, mainly the Rules of Good 
Conduct issued by the German Investment Funds Association and its sample investment 
guidelines.

ELTIF 2.0

Regulation (EU) 2024/606 (the ELTIF 2 Regulation) amending Regulation (EU) 20•5/“60 
of April 20•5 on European Long-Term Investment Funds (ELTIFs) entered into force on •0 
7anuary 202j, with the goal of opening the private capital market to retail investors by, among 
other things, broadening the scope of eligible assets and investments.

The revised regime has also become more attractive for professional investors due to 
the elimination of portfolio composition, diversiqcation and concentration provisions, for 
example, by raising the leverage limitation of 40Q of the fundVs capital to •00Q for ELTIFs 
marketed solely to professional investors.

At the same time, the scope of eligible assets and investments has been extended and 
diversiqcation and borrowing rules have been softened for retail ELTIFs. Among other things, 
borrowing limits have been raised up to 50Q of the ELTIFVs NA" and eligible assets must now 
represent at least 55Q of ELTIFVs net assets instead of “0Q.

Additionally, with regard to indirect strategies, an ELTIF can now be a feeder to another 
master ELTIF and fund-of-funds structures are now possible with any type of European 
underlying fund (up to •00Q of the assets and a maximum of 20Q exposure to the same 
fund) allowing managers to offer retail investors indirect access to funds that were previously 
only eligible for professional investors or not available at all.

Further, the Commission Delegated Regulation (Regulation (EU) 202j/2“59) on the ELTIF 
Regulation  entered  into  force  on  26  October  202j,  which  in  particular  deqnes  the 
rezuirements for the redemption policy and lizuidity management instruments of an ELTIF.

Law stated - 23 Juni 2026

Authorisation
Iust retail funds be authorised or licensed to be established or marketed 
in your ?urisdictionW

The investment guidelines of retail funds and the marketing of retail funds need BaFin 
approval. In addition, BaFin must approve the selection of the depositary for the respective 
fund. The approvals are usually obtained in parallel with each other.
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Law stated - 23 Juni 2026

Marketing
-ho can market retail fundsW To whom can they be marketedW

Retail funds can be marketed to any investor in Germany (regardless of whether the investor 
is professional, semi-professional or retail).

Retail funds can be marketed only by the following three categories of marketers3

H the fund manager itself can always market its 1own1 funds and, if fully licensed (ie, not 
only registered as a sub-threshold manager), may also market investment funds of 
other managers’

H Markets in Financial Instruments Directive (MiFID) II qrms are entitled to market 
investment funds (provided they have a MiFID II licence or passport for investment 
advice and the transmission or receipt of orders)’ and

H qrms or individuals with a qnancial intermediary licence under the German Industrial 
Code may also market retail funds. The qnancial intermediary licence is a non-MiFID 
licence and is based on the optional exemption from MiFID II in accordance with 
article 4 of the same.

Law stated - 23 Juni 2026

Managers and operators
Are there any special requirements that apply to managers or operators 
of retail fundsW

The special rezuirements for retail funds are not applicable to managers. The rezuirements 
applicable to managers of retail funds are broadly similar to the rezuirements for managers 
of non-retail funds. The main differences between retail and non-retail funds are the stricter 
statutory investment guidelines (product regulation) and marketing rules.

Also, the special regulations according to which sub-threshold alternative investment fund 
managers (AIFMs) were allowed to manage retail funds have been abolished. Thus, all AIFMs 
must be fully licensed to manage retail funds.

Law stated - 23 Juni 2026

In7estment and borrowing restrictions
-hat are the inMestment and borrowing restrictions on retail fundsW

Germany offers different types of retail funds (eg, UCITS, real estate funds, fund of funds, 
hedge funds and closed-ended funds). The fund types are based on the UCITS investment 
and borrowing restrictions as the default rules. The investment and borrowing restrictions 
are then modiqed to qt each fund type. For instance, real estate funds may only invest in real 
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estate, but can also invest up to j9Q of the net asset value in money market instruments or 
investment funds. The borrowing limits are increased for real estate funds from the UCITSV 
short-term borrowing of •0Q of the net asset value of the fund to a long-term borrowing for 
investment of 40Q of the market value of the real estate that is part of the fund.

Law stated - 23 Juni 2026

Tax treatment
-hat is the taG treatment of retail fundsW Are eGemptions aMailableW

The German Investment Tax Act generally applies to UCITS and AIFs (both retail and special 
AIFs).

The revised Investment Tax Act has been in effect since 20•%. The scope of application has 
been slightly reduced as partnerships (and their separately treated sub-funds, if any) are no 
longer covered. Instead, the general rules of German taxation for partnerships are applicable. 
8owever, the German tax treatment of such funds effectively remains the same as under the 
previous law (prior to 20•%).

Thus, only funds in the form of a corporation (eg, a German stock corporation, Luxembourg 
SA or SCA SICA" or Irish PLC) or of a contractual type (eg, a German Sondervermögen-
, Luxembourg fonds commun de placement, French FCPI or FCPR, Spanish FCR or Italian 
fondo chiuso) are now covered by the German Investment Tax Act. Also covered are 
certain other entities that do not zualify as investment funds under the KAGB (in particular, 
single-investor funds). One maWor conceptual change is that the principle of 1restricted 
transparency1 has been replaced by a newly introduced opazue tax regime where there 
are two levels of taxation3 the fund and the investors. This tax regime was designed for 
retail funds but is applicable to all investment funds (including non-retail funds) that do not 
satisfy the speciqc criteria for specialised investment funds under the new law or specialised 
investment funds that do not use the transparency option.

Under the opazue regime, the fund is now subWect to taxation in respect of certain domestic 
German income (in particular, dividends and real estate income, but not capital gains from 
the sale of securities unrelated to real estate and unrelated to a permanent establishment 
in Germany) at fund level (•5Q corporate tax rate). The exemption for dividends (section %b 
of the German Corporate Income Tax Act) is not applicable at fund level even if the relevant 
threshold (ie, •0Q) is exceeded. In addition, German trade tax may be triggered at fund level 
if it is engaged in trade or business in Germany (subWect to a potential exemption if the fund 
does not engage in 1active entrepreneurial managementV in relation to its assets).

At the investor level, there is a lump-sum taxation (which is designed for the needs of retail 
funds with many investors, but applicable to all funds covered). In particular, distributions 
from the fund, predetermined tax bases and capital gains realised upon sale or redemption 
of fund interests are covered. The obWective of the predetermined tax base is to subWect 
retained income of the investment fund to tax. For individual investors, the actual rate of 
investor-level taxation depends on whether the investor holds the fund interests as part of 
their non-business or business assets. Individuals who hold their investment fund interests 
as part of their non-business assets are subWect to a –at income tax. For individuals who hold 
their investment fund interests as part of their business assets, principally, the full amount 
of such items is subWect to income tax at a personal rate.
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For corporate investors, the full amount of such assets is subWect to corporate tax. In addition, 
the German trade tax may be triggered. The partial income taxation and the exemption 
pursuant to section %b of the German Corporate Income Tax Act do not apply. In return, 
investment fund proceeds (ie, distributions, predetermined tax bases and capital gains from 
dispositions or redemptions) are subWect to partial exemptions depending on the respective 
fund type. For ezuity funds, the partial exemption is3

H 40Q of such proceeds for individuals who hold their investment fund interests as part 
of their non-business assets’

H 60Q for individuals who hold their investment fund interests as part of their business 
assets’ and

H %0Q for corporate investors.

For mixed funds, half of the applicable partial exemption rate applicable to ezuity funds is 
available. For real estate funds, the partial exemption is 60 or %0Q of the proceeds, depending 
on whether the fund invests at least 5•Q of its value in German or non-German real estate and 
real estate companies. In return, income-related expenses and operating expenses may not 
be deducted to the extent of the available partial exemption percentage. 8alf of the applicable 
partial exemption rate applies to trade tax.

Law stated - 23 Juni 2026

Asset protection
Iust the portfolio of assets of a retail fund be held by a separate local 
custodianW -hat regulations are in place to protect the fund–s assetsW

Germany rezuires a depositary or custodian for both UCITS and AIFs. The rules for 
custodians for AIFs implement the rules of article 2• of the AIFMD. Germany has made use 
of the option in article 2•(4) of the AIFMD to provide for a special custodian for private ezuity 
funds. The rezuirements for UCITS custodians are based on the UCITS Directive.

A custodian is not rezuired for funds managed by AIFMs who are only registered with BaFin 
(in particular, sub-threshold managers).

There are rules in place to protect a fundVs assets from liability incurred by the manager or by 
the activities of managing the fund (in the case of an internally managed fund). For instance, 
a manager can, as a basic rule, not directly act on behalf of a contractual fund and bind that 
fund. Any arrangement a manager enters into on account of a contractual fund is binding 
only on the manager. The contractual fund will then indemnify the manager, but only to the 
extent allowed by law and the rules of the contractual fund. The contractual fund is therefore 
protected from claims of third parties unrelated to the management of the contractual fund. 
In the case of an internally managed investment limited partnership (investment KG), the KG 
must have two types of assets3 administrative and investment assets. Investment assets are 
qnanced by the capital of the investors and are used for making investments. Administrative 
assets serve to qnance the general operations of the investment KG. Administrative assets 
may not be qnanced by the investorsV capital.

Law stated - 23 Juni 2026
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Go7ernance
-hat are the main goMernance requirements for a retail fund formed in 
your ?urisdiction )registrationO recordDkeepingO ClingsO o‘cersjW

The governance rezuirements distinguish between the fund vehicle and the fund manager.

Several governance rezuirements apply to the manager. An external manager can only be 
set up in a corporate or corporate-like legal form (stock corporation (AG), limited liability 
company (Gmb8) and Gmb8 ; Co KG). As a result, the basic governance rules of the 
respective legal form apply (such as registration rezuirements and rules for shareholdersV 
meetings). To adapt these governance rules to a fund management environment, the KAGB 
supplements these rules with speciqc rezuirements. For instance, the manager must have at 
least two executive directors (oJcers) of good repute and with suJcient knowledge, having 
their residence in the EU. In addition, there must be a supervisory board. Further, the KAGB 
rezuires a manager to obey several duties of good conduct, such as a duty of care, a duty to 
act in the best interests of the funds and the investors, a duty to avoid con–icts of interest and 
a duty to treat investors fairly. These duties are reinforced by organisational rezuirements 
on the manager, such as a duty to have adezuate risk management or rules for personal 
transactions of employees in place.
The governance rezuirements applicable to the fund manager are the main governance 
protection rules applicable to contractual funds.

For a fund set up as an investment corporation with qxed or variable capital (an investment 
AG) or an investment KG, the fundamental layer of governance is based on the governance 
of the legal forms these funds are based on (eg, registration rezuirements). In addition, the 
KAGB sets out fund-speciqc rezuirements, such as the appointment of at least two executive 
directors at fund level.

Law stated - 23 Juni 2026

Reporting
-hat are the periodic reporting requirements for retail fundsW

Managers must report annually. Semi-annual reports are rezuired for contractual funds and 
investment AGs with variable capital.

Law stated - 23 Juni 2026

Issue, transfer and redemption of interests
van the manager or operator place any restrictions on the issueO transfer 
and redemption of interests in retail fundsW

Managers can restrict the issue, transfer and redemption of interests if there is a basis in 
the fundVs investment guidelines. For instance, investment guidelines typically empower the 
manager to suspend redemption in extraordinary circumstances.

Law stated - 23 Juni 2026
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NON-RETAIL POOLED FUNDS 

A7ailable 7ehicles
-hat are the main legal Mehicles used to set up a nonDretail fundW How are 
they formedW

For vehicles used for non-retail funds (ie, professional or semi-professional investors only), 
Germany distinguishes between funds managed by fully licensed managers and funds 
managed by registered managers (sub-threshold managers). Non-retail funds are typically 
called special alternative investment funds (AIFs).

The following fund types are available to a fully licensed manager3

H contractual fund’

H investment limited partnership (investment KG)’ and

H investment corporation with qxed or variable capital (investment AG).

In our experience, the contractual fund is the most common vehicle used for non-retail 
investors by fully licensed managers.

The vehicle of choice for registered managers is a simple limited partnership with a company 
with limited liability (Gmb8) as the only general partner (Gmb8 ; Co KG). 8owever, the legal 
forms of an investment KG and an investment AG are also available.

Since mid 202•, it is also possible to structure closed-ended AIFs as master feeder vehicles.

Law stated - 23 Juni 2026

Laws and regulations
-hat are the key laws and other sets of rules )regulatory and 
selfDregulatoryj that goMern nonDretail fundsW

The same key rules that apply to managers managing retail funds apply to fully licensed 
managers managing non-retail funds.

Managers who are only registered beneqt from very light regulation. Apart from the limit 
of :500 million under management without leverage, and :•00 million under management 
with leverage, non-retail funds managed by sub-threshold managers are, in principle, 
not  regulated.  In  consezuence,  they  can  only  market  the  fund  to  professional  and 
semi-professional investors.

Law stated - 23 Juni 2026

Authorisation
Iust nonDretail funds be authorised or licensed to be established or 
marketed in your ?urisdictionW
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In contrast to retail funds, the investment guidelines of non-retail funds only need to be 
submitted to the Federal Financial Supervisory Authority (BaFin) without BaFin having to 
approve the guidelines. The investment guidelines of non-retail funds can either mirror the 
investment guidelines of retail funds or can be freely speciqed as long as a fair market value 
of the assets can be determined. The marketing of non-retail funds rezuires BaFin approval.

No investment guidelines are necessary for registered managers. BaFin has established in 
its practice a rezuirement to submit a commercial register excerpt of the fund once the fund 
is established. Once the manager is registered, the marketing of a fund does not need BaFin 
approval.

Law stated - 23 Juni 2026

Marketing
-ho can market nonDretail fundsW To whom can they be marketedW

Non-retail funds can, in general, be marketed by the same players as retail funds. An 
exception applies to funds managed by registered managers. Such funds cannot be 
marketed by qrms with a qnancial intermediary licence under the German Industrial Code.

Non-retail funds may only be marketed to professional or semi-professional investors.

Law stated - 23 Juni 2026

Ownership restrictions
’o inMestorDprotection rules restrict ownership in nonDretail funds to 
certain classes of inMestorW

Only professional or semi-professional investors may invest in non-retail funds.

Law stated - 23 Juni 2026

Managers and operators
Are there any special requirements that apply to managers or operators 
of nonDretail fundsW

The distinction between retail and non-retail lies in stricter investment guidelines and stricter 
marketing rules, at least regarding funds managed by fully licensed managers.

Only a regulation-lite regime applies to registered managers.

Law stated - 23 Juni 2026

Tax treatment
-hat is the taG treatment of nonDretail fundsW Are any eGemptions 
aMailableW
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The tax treatment of retail funds is generally also applicable to non-retail funds. Certain 
zualifying non-retail funds, however, have a second option available.

Funds in the form of a partnership are outside the scope of the Investment Tax Act. In effect, 
there is no change compared to the previous law (prior to 20•%) for most non-retail AIFs, as 
they are often structured as limited partnerships.

Since 2022, partnerships (including funds in the form of partnerships) may use the 
irrevocable option to be treated as corporates for tax purposes. This effectively results in 
treating an AIF formed as a partnership like a taxable corporate entity without falling within 
the scope of the German Investment Tax Act. ”hile still largely untested, this might help 
foreign investors to avoid tax declaration obligations in Germany and retain the possible 
application of the taxation privilege for capital gains under section %b of the German 
Corporate Income Tax Act for German corporate investors as well as the fund entity itself. 
This could potentially limit tax leakage at fund level. 8owever, certain withholding tax issues 
make this option less attractive. To date, the option is still very rarely used by funds in the 
form of partnerships.

The German Investment Tax Act also applies to non-retail funds if they are structured in 
a corporate or contractual form. Under this law, there is an option for certain zualifying 
specialised investment funds to opt out of the opazue regime and, instead, to apply the 
restricted transparency regime (ie, the tax regime for investment funds under the previous 
law, which was in force until the end of 20•“, but with certain amendments).

Specialised investment funds may only have a maximum of •00 investors (as was the case 
previously). Unlike the previous law (in force until the end of 20•“), there is a look-through 
approach towards partnerships as investors (ie, each partner of such partnership is counted 
as one investor of the fund). 8owever, individuals may now invest directly in a specialised 
investment fund, provided they hold these fund interests as part of their business assets 
(previously, only indirect participation by investors was allowed).

To zualify as a specialised investment fund, a fund must satisfy certain criteria with respect 
to regulation, redemption rights, eligible assets and investment restrictions. These are 
substantially similar to the criteria under the previous law (although certain changes with 
respect to the deqnition of 1securities1 apply).

If the specialised fund opts to apply the restricted transparency regime, at fund level 
there is no taxation for domestic participation income and domestic real estate income. 
At the investor level, special investment income is subWect to tax (ie, distributed income, 
deemed distributed income and capital gains realised upon the dispositions or redemption 
of investment fund interests). The –at income tax is not applicable, even if an individual holds 
its investment fund interests as part of its non-business assets. Foreign withholding tax is 
still creditable.

Fund manager taxation

A j0Q exemption from German income tax applies to the carried interest received by 
managers of a private ezuity fund structured as a partnership (including limited partnerships) 
if certain cumulative criteria are fulqlled’ in particular, the fund must zualify for asset 
management status and the carried interest must be paid only after the investors have had 
all their invested capital paid back. Otherwise, such income is fully taxable at normal German 
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income tax rates. These rules are generally not affected by the revision of the German 
Investment Tax Act.

8owever, a decision of the Federal Fiscal Court of Germany, issued in late 20•% and 
published in mid-20•9, clariqed the tax treatment of carried interest from business-type fund 
structures. The court ruled that carried interest received from a business-type private ezuity 
fund should be zualiqed as a (disproportionate) share of income. In other words, the decision 
reWected the view from the German tax authorities that, in the absence of the applicability of 
the special legislative rules for carried interest received from 1asset managing‑ funds, carried 
interest should be taxed as a (hidden) service fee at normal tax rates. As a consezuence of 
this case law, the partial income applies insofar as the carried interest comprises capital 
gains or dividends. This also applies to private ezuity funds that are deemed business or 
business-tainted only. From the sponsor perspective, this is good news, and results in a more 
or less uniform tax treatment of carried interest (irrespective of whether the fund is seen 
as a business-type fund or an asset management-type fund). The Federal Fiscal Court of 
Germany conqrmed its prior ruling of 20•% in a more recent decision in April 202j relating 
to private asset management type private ezuity fund structures and clariqed that carried 
interest should be zualiqed as a (disproportionate) allocation of proqt share and not as a 
(hidden) service fee. It remains to be seen whether the tax authorities will accept this position 
(or initiate a legislative change).

"AT exemption on management fee

Since the beginning of 202j, the management of all AIFs is exempt from "AT under 
German tax law. The "AT exemption applies regardless of the asset class (ie, private 
ezuity and venture capital funds, debt funds, real estate funds, infrastructure funds, proWect 
development funds, crypto funds, litigation funds, funds of funds and so on). The type 
of  regulation of  the AIF or  its  AIFM is not  relevant,  nor  will  the zualiqcation of  the 
investors. Accordingly, the management of all AIFs (special AIFs and retail investment funds) 
managed by fully authorised AIFMs, European "enture Capital Funds (Eu"ECA) managers 
and nationally registered sub-threshold AIFMs is exempt from "AT. German "AT treatment 
of management fee is in line with the legal situation in other EU member states, such as 
Luxembourg.

Law stated - 23 Juni 2026

Asset protection
Iust the portfolio of assets of a nonDretail fund be held by a separate local 
custodianW -hat regulations are in place to protect the fund–s assetsW

A separate custodian is necessary if the non-retail fund is managed by a fully licensed 
manager. A custodian is not necessary in the case of a registered manager.

Law stated - 23 Juni 2026

Go7ernance
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-hat are the main goMernance requirements for a nonDretail fund formed 
in your ?urisdiction )registrationO recordDkeepingO ClingsO o‘cersjW

The governance rezuirements for non-retail funds managed by fully licensed managers are 
similar to those applying to retail funds.

There are no special rezuirements on the governance of non-retail funds managed by 
registered managers.

Law stated - 23 Juni 2026

Reporting
-hat are the periodic reporting requirements for nonDretail fundsW

Managers must report annually.

Law stated - 23 Juni 2026

SEPARATELY MANAGED ACCOUNTS

Structure
How are separately managed accounts )ieO accounts through which 
inMestor funds are segregated 8 not pooled 8 and the inMestor owns 
the underlying assetsO which are managed at the inMestment manager–s 
discretionj typically structured in your ?urisdictionW

Managed accounts are often structured as contractual funds provided by a fully licensed 
manager as the investment platform. The portfolio management is then typically delegated 
to a specialist portfolio manager.

Law stated - 23 Juni 2026

Key legal issues
-hat are the key legal issues )egO standard of careO indemniCcationj to be 
determined when structuring a separately managed accountW

Managing a separate account is usually deemed discretionary portfolio management in 
Germany. As a result, the Markets in Financial Instruments Directive II (MiFID II) rules 
of conduct apply. If a sub-delegation structure is used for the managed account, the 
sub-delegation must comply with the delegation rules of the German Capital Investment 
Code (KAGB). This means that, effectively, the rules of conduct under the KAGB and the 
other provisions of the KAGB also apply to the delegate manager. Also, the sub-delegateVs 
staff remuneration needs to be included in the Alternative Investment Fund Managers 
Directive (AIFMD) remuneration disclosures of the alternative investment fund manager. 
Due to the national  implementation of  AIFMD II,  delegation is  now subWect  to even 
stricter rezuirements. This affects both substance rezuirements for the delegating AIFM 

Fund Management 2026 Explore on Lexology

https://www.lexology.com/gtdt/workareas/fund-management?utm_source=GTDT&utm_medium=pdf&utm_campaign=Fund+Management+2026


RETURN TO CONTENTS

and detailed documentation and reporting obligations (esp. the mandatory disclosure of 
volumes, percentages and organisational structures).

Law stated - 23 Juni 2026

Regulation
xs the management or marketing of separately managed accounts 
regulated in your ?urisdictionW )xf soO how does this operateW xs this the 
same regime for fund managementWj

Managing a separate account is usually deemed discretionary portfolio management in 
Germany and therefore regulated under the German MiFID II implementation. If the account 
is managed in the form of a contractual fund, the manager must be a fully licensed manager 
under the KAGB.

Law stated - 23 Juni 2026

GENERAL

Proposed reforms
Are there proposals for further regulation of fundsO fund managers or 
marketers of funds in your ?urisdictionW

The German implementation law for AIFMD II, the Fund Risk Limitation Act, entered into force 
in Germany in April 2026.

Law stated - 23 Juni 2026

Public listing
Kutline any speciCc requirements for stockDeGchange listing of retail and 
nonDretail funds@

The speciqc rezuirements for stock-exchange listing of funds depend on each exchange. 
For instance, there are exchanges that allow for the trading of closed-ended funds, whereas 
other exchanges permit only open-ended funds.

Law stated - 23 Juni 2026

O7erseas 7ehicles
xs it possible to redomicile an oMerseas Mehicle in your ?urisdictionW

This is currently not possible in the context of funds.

Law stated - 23 Juni 2026
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Foreign in7estment
Are there any special rules relating to the ability of foreign inMestors to 
inMest in funds established or managed in your ?urisdiction or domestic 
inMestors to inMest in funds established or managed abroadW

There are, in general, no special rules applicable. 8owever, some investors, such as German 
insurance companies, are restricted to a certain extent by regulatory law when investing 
in overseas or offshore vehicles to invest only in certain Organisation for Economic 
Co-operation and Development or EU-based funds.

Law stated - 23 Juni 2026

Funds in7esting in deri7ati7es
Are there any special requirements in your ?urisdiction relating to funds 
inMesting in deriMatiMesW

UCITS investing in derivatives must comply with rezuirements on derivatives in accordance 
with articles 50 and 5• of the UCITS Directive. Rezuirements for non-UCITS (ie, AIFs) depend 
on the type of fund. For instance, an open-ended real estate fund may invest in derivatives 
only for hedging purposes. Other funds, such as special funds, have no restrictions on the 
use of derivatives except their own investment guidelines. If a fund invests in derivatives, they 
must in general comply with the Derivatives Regulation. The Derivatives Regulation sets out 
detailed rules for the use of derivatives and risk measurements. In addition, management 
companies are subWect to the EU-wide regulations on derivatives transactions, such as 
Regulation (EU) 20•5/2465 on transparency of securities qnancing transactions, Regulation 
(EU) No. 6j%/20•2 on market infrastructure and Regulation (EU) No. 600/20•j on markets 
in qnancial instruments.

Law stated - 23 Juni 2026

UPDATE AND TRENDS

Recent de7elopments 

Are there any other current deMelopments or emerging trends in your 
?urisdiction that should be notedW  Please include reference to worldDwide 
regulatory concernsO such as restrictions on foreign ownership in strategic 
industriesO highDfrequency tradingO commodity position limitsO capital 
adequacy for inMestment Crms and 9shadow banking–@

Anti-Tax Avoidance Directives

Following the implementation of the qrst two Anti-Tax Avoidance Directives into German 
law, the European Commission presented a draft of a new directive on 22 December 202•. 
This was intended to adapt the Anti-Tax Avoidance Directive and thus prevent the abuse of 
letterbox companies (shell companies) for tax purposes.
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Due to diJculties in reaching a political agreement on ATAD III, the Unshell Directive, 
which was originally scheduled to come into force in 202j, was provisionally suspended. A 
maWority of EU member states reportedly support a change to the proposal that would see it 
implemented by way of an amendment to the Directive on Administrative Cooperation (DAC). 
It remains to be seen whether the original proposal of an ATAD III will be continued at the 
EU level, or the new regulations implemented as an amendment to the DAC. 8owever, it can 
be assumed that the substantial rezuirements for EU company entities will not become less 
stringent.

SFDR and taxonomy regulation

Furthermore, Regulation (EU) 20•9/20%% on sustainability-related disclosures in the qnancial 
services sector (SFDR) and Regulation (EU) 2020/%52 on the establishment of a framework 
to facilitate sustainable investment (the Taxonomy Regulation) challenge participants on the 
qnancial market to assess the sustainability of their business and investments.

Since • 7anuary 2022, funds that either seek to contribute to the achievement of an 
environmental goal (article 9 of the SFDR) or advertise environmental features (article 
% of the SFDR) are subWect to further disclosure obligations according to the Taxonomy 
Regulation. In principle, these funds must disclose to which environmental obWectives the 
respective fund contributes and (what is likely to be even more diJcult to implement) to what 
extent the fund invests in sustainable economic activity within the meaning of the Taxonomy 
Regulation.

The regulatory technical standards (RTS) for the SFDR and the disclosure obligations of 
the Taxonomy Regulation were adopted by the European Commission on 6 April 2022 and 
have been in force from • 7anuary 2024. The RTS provide templates & similar to Regulation 
(EU) No. •2%6/20•j on key information documents for packaged retail and insurance-based 
investment products & that the qnancial market participants, such as fund managers, must 
use to fulql their disclosure obligations.

In September 2024, the European Commission started a comprehensive assessment of the 
SFDR to assess potential shortcomings. The consultation focuses on legal certainty, the 
usability of the SFDR and its ability to play its part in tackling greenwashing.

Based on the qrst consultation, which mainly focused on level • of the SFDR, the EU published 
a summary report containing the main qndings received from market participants.

In mid-202j, the European Supervisory Authorities (ESAs) published a Woint opinion on 
the  assessment  of  the  SFDR.  One  of  ESAsV  key  concerns  is  the  complexity  of  the 
current SFDR disclosure rezuirements. This is why ESAs propose simplifying the current 
disclosure rezuirements by implementing aspects of a product classiqcation for all qnancial 
products. The Woint opinion therefore proposes the introduction of an actual product 
categorisation of the respective qnancial product. The product categorisation consists of 
two voluntary categories (sustainable and transitional products) that are evaluated based 
on the investment strategy of the respective qnancial product. In addition, ESAs propose 
to introduce a sustainability indicator for qnancial products (comparable to the indicator 
used in the PRIIP-KID). In addition, ESAs are discussing unifying the deqnition of sustainable 
investments.
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In November 2025, the European Commission published a draft regulation to amend the 
current SFDR Framework. The draft is based on the assessment of the current SFDR 
framework and the ESAs Woint opinion on the SFDR. The draft regulation provides for an 
actual product categorisation and product standards. It is intended to unify and simplify the 
current disclosure rezuirements under the existing SFDR. The draft regulation is intended to 
come into force in 202“ and will be applicable in 202%.

European  Securities  Markets  Authority  qnal  report  on  guidelines  on  fundsV  names  using  ESG  or 
sustainability-related terms

In mid-May 202j, the European Securities Markets Authority (ESMA) published its qnal report 
on the guidelines on fundsV names using ESG or sustainability-related terms. The guidelines 
are one further step of the EUVs initiative to address greenwashing. To reach this goal, ESMA 
links the use of certain terms associated to ESG or sustainable investments in fund names 
to an actual ESG implementation in the investment strategy of the respective product.

Markets in Crypto-Assets Regulation (MiCAR)

The Markets in Crypto-Assets Regulation (MiCAR) entered into force on 20 April 2024 
as part of a new regulatory framework for EU crypto-assets. The regulation covers the 
authorisation and supervision of both issuers of crypto-assets and their service providers. 
It also covers and deqnes the corresponding obligations concerning certain tokens (ie, 
value-referenced tokens & stablecoins, e-money tokens and, as a catch-all, crypto-assets). 
The main feature of the new legislation is a comprehensive consumer protection regime 
for the issuance and trading of crypto-assets, such as, in the case of cross-border EU 
distribution of crypto-assets, notiqcation rezuirements or the mandatory publication of a 
prospectus-resembling crypto information sheet (white paper). At the same time, issuers 
and service providers of crypto-assets are to beneqt from an EU passporting regime. ”hile 
some regulations of the MiCAR have been applicable since 7une 2024, other provisions have 
been applicable since 7une or December 202j.

At present, Germany provides a legal framework for crypto commerce under national law, as 
different types of crypto token are classiqed as qnancial instruments. 8owever, the legal texts 
differ in their deqnition of crypto-assets’ changes are thus to be expected for the German 
market.

In February 2025, the Federal Financial Supervisory Authority published a draft circular on 
the duties of custodians and AIFMs for investment funds investing in crypto assets.

AIFMD II

In November 202•, the EU Commission published a proposal for a directive amending 
the AIFMD and the UCITS Directive (AIFMD II). Two years later, the qnal compromise text 
(Final Text) of the political agreement between representatives of the Council and the EU 
Parliament was published as the result of trilogue negotiations. As of March 202j, the text 
has qnally been formally approved by both EU institutions and subsezuently published in the 
EUVs OJcial 7ournal.

The amendments contained in AIFMD II will supplement the existing AIFMD selectively. The 
key developments under AIFMD II are, among other things3
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H a new regulatory regime for loan origination activities’

H additional substance rezuirements for managers (ie, two senior AIF managers 
resident in the EU committed full-time)’

H introduction of lizuidity management tools for open-ended AIFs’

H implementation of the ability of an AIFM to appoint a depositary outside of the home 
member state of an AIF’

H inclusion of delegation and sub-delegation reporting rezuirements’

H the extension of ancillary services, enabling AIFMs to now administer benchmarks 
and credit servicing’ and

H additional reporting rezuirements of AIFs on all fees, charges and expenses.

The adopted amendments were implemented into German law in April 2026 due to the Fund 
Risk Limitation Act.

Substance rezuirements

The EU Parliament and the Council saw a need for additions to the substance rezuirements 
for alternative investment fund managers (AIFMs). From now on, the competent supervisory 
authorities must be provided with more detailed information on the AIFMsS human and 
technical resources during the licensing procedure. It is rezuired that3

H at least two natural persons decide on the management of the AIFMSs business 
who are on a full-time basis either employed by the AIFM or executive members or 
members of the governing body of the AIFM’ and

H they are domiciled, in the sense of having their habitual residence, in the EU. 
Regardless of this statutory minimum, more resources may be necessary depending 
on the si€e and complexity of the AIF.

Implementation of Lizuidity Management Tools

The  implementation  of  the  Lizuidity  Management  Tools  (LMTs)  simpliqes  lizuidity 
management for open-ended funds. The LMTs contain mandatory rules as to how AIFMs 
of open-ended funds must ensure suJcient lizuidity. It is now necessary to select at 
least two appropriate tools within the meaning of Annex " of the Amending Directive. The 
selection should be in line with the investment strategy, lizuidity proqle and redemption 
policy. The TLevel 2‑ measures regarding LMTs for open-ended AIFs (Delegated Regulation 
(EU) 2026/j65) were adopted in April 2026. There is a grandfathering period until April 202“ 
for already constituted AIFs. After that date, the measures must be applied by all affected 
AIFs and AIFMs.

Reporting

The aim is to harmonise different reporting regimes through Level 2 measures, which the 
Commission will adopt at the proposal and elaboration of the European Securities and 
Markets Authority (ESMA). To better protect investors, the qnal version of the Amending 
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Directive includes obligations to regularly disclose fees, charges and expenses that are borne 
by the AIFM and that are subsezuently directly or indirectly allocated to the AIF or to any of 
its investments. AIFMs are also rezuired to disclose all fees and expenses that were borne 
directly or indirectly by investors on an annual basis.

Delegation

A key development in the Final Text is the inclusion of delegation and sub-delegation 
reporting rezuirements for alternative AIFMs. The competent national authorities need to 
be informed by the AIFM about delegation and sub-delegation arrangements as part of 
licence applications and regulatory reporting rezuirements. The information to be reported 
includes the total amount and the percentage of delegated assets under management, the 
organisational structure of the delegation and sub-delegation, and details of the delegates 
and their functions.

Loan-originating funds

Some changes provided by the Amending Directive will  apply to all  AIFs that grant 
loans, regardless of whether a speciqc threshold is reached. These include organisational 
rezuirements regarding the risk management of the AIFM, the ban on granting loans to 
governing bodies, a credit limit in relation to certain borrowers and the risk retention of the 
AIF.

Other,  stricter  rules will  only  apply  to loan-originating funds (LOF),  which are being 
comprehensively regulated and harmonised for the qrst time in AIFMD II. A LOF has been 
deqned as an AIF whose investment strategy is primarily aimed at granting loans or where 
the loans granted by the AIF account for at least 50Q of the net asset value of the AIF. 
LOFs should generally be structured as closed-ended funds to avoid maturity mismatches 
and reduce credit default risks. AIFMs that wish to manage a lending AIF in an open-ended 
structure must be able to prove to the competent national supervisory authority that the AIF 
has lizuidity management tools that are in line with its investment strategy and ensure fair 
treatment of investors. LOFs are subWect to a leverage limit of •“5Q for open-ended funds 
and 400Q for closed-ended funds. This is intended to safeguard the stability and integrity of 
the qnancial system. The only exceptions apply to AIFs that exclusively grant shareholder 
loans.

Given the already rather strict German rules for LOFs, we expect that amendments will only 
have a limited practical effect on domestic AIFs.

Ancillary services

The list of ancillary services that can be provided by AIFMs has been extended by the qnal 
version. It now also includes administration of benchmarks, credit servicing and any other 
function or activity that is already provided by an AIFM in relation to an AIF that it manages, 
provided that any potential con–icts of interest are appropriately regulated. Contrary to the 
existing rules, ancillary services such as investment advice may even be provided if the AIFM 
does not engage in discretionary portfolio management.

German Secondary Credit Market Act
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In December 2024, the German Secondary Credit Market Act & which is the German 
implementation law in relation to Directive 202•/2•6“/EC & was published in the German 
Federal Ga€ette. The law is primarily targeting the regulation of certain activities in 
connection with non-performing loans (NPLs) of banks and other credit institutions. As the 
law also intends to enable NPLs to be sold to a loan buyer with the necessary risk propensity 
while establishing an eJcient and transparent secondary market for those non-performing 
loans, it will impact the distribution channels for credit funds.

Regulation on Digital Operational Resilience in the Financial Sector

Since •“ 7anuary 2025, the Regulation on Digital Operational Resilience in the Financial 
Sector (DORA) has been fully applicable in the EU and Germany. The Regulation establishes 
a legal framework to strengthen the stability, security and resilience of digital services to 
protect consumers and the qnancial sector from cyber threats. The main goal of DORA is to 
protect the digital operational stability and IT security of entities within the qnancial sector 
from serious disruptions that may occur in the context of information and communication 
technologies (ICT). In particular, DORA aims to enable entities within the qnancial sector to3 
(•) defend against cyber-attacks’ (2) mitigate structural risks such as the concentration of 
ICT in the hands of third-party providers’ and (4) address technical complications that may 
affect operational stability of a qnancial entity. As the Regulation is applicable to almost all 
participants of the qnancial sector, it also applies to fully licensed AIFMs under the AIFMD. 
Registered sub-threshold AIFMs are excluded from the scope of the Regulation.

New infrastructure zuota for German regulated investors

On 6 February 2025, another amendment to the German Investment Ordinance was 
promulgated. That increases the allocation capacity for infrastructure investments by 
German institutional investors.

The changes also provide greater –exibility  for  other alternative asset classes.  The 
amended German Investment Ordinance provisions are a welcome development, enhancing 
investment –exibility for German institutional investors. By encouraging allocations to 
infrastructure & both directly and through funds, and across ezuity and debt & the reform 
supports private capital in–ows into critical infrastructure and renewable energy initiatives, 
helping to bridge public funding shortfalls.

The new rules present a timely opportunity to attract fresh institutional capital in a 
challenging fundraising environment.

Location Promotion Act

On •0 February 2026, the Location Promotion Act entered into force. The act aims to 
enhance regulatory and tax certainty for corporate investments made by domestic and 
foreign investment funds & for example, in infrastructure proWects, renewable energy assets 
or commercial target funds.

The Act introduces a clear rule conqrming that closed-end funds are generally eligible for 
aczuisition by special funds, which are widely used by German institutional investors.
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For directly investing private ezuity and private debt funds structured as corporations or 
contractual funds, the new law further clariqes that active investment activities will not 
zualify as entrepreneurial management for purposes of the German Investment Tax Act. 
This clariqcation enhances the possibility of using a contractual type of fund as a parallel 
fund to an existing fund partnership, in particular for investors outside of Germany and for 
special funds and tax-exempt investors in Germany. To date, no corresponding clariqcation 
is currently planned for the maWority of closed-end funds structured as partnerships.

In addition, the new law expands the investment opportunities of both open-ended real estate 
special funds and special funds, for instance by enabling them to manage renewable energy 
assets, operate eUmobility charging infrastructure or hold interests in companies engaged in 
these sectors.

EU Market Integration Package

In  December  2025,  the  European  Commission  published  a  market  integration  and 
supervision package (MIP) with a set of legislative proposals to improve the EU market for 
qnancial services. The measures also affect fund managers, as amendments to the AIFMD, 
UCITS Directive and MiFID II are proposed to further harmonise the cross-border marketing 
of funds in the EU. In particular, notiqcation processes shall be more standardised and 
simpliqed within the different EU countries by removing gold-plating to a minimum.

EU Anti-Money Laundering Package

The regulatory framework regarding anti-money laundering laws will materially change in 
202“. In particular, the EU Anti-Money Laundering Regulation (Regulation (EU) 202j/•62j, 
AMLR) will enter into force, supplemented by EU Regulations 202j/•620 and 2024/•••4. 
In addition, the EU Anti-Money Laundering Directive (Directive (EU) 202j/•6j0) will have to 
be implemented by the national authorities. The European Banking Authority must publish 
regulatory technical standards until end of 7une 2026. As of April 2026, only draft regulatory 
technical standards have been published.

The EU Anti-Money Laundering Package includes stricter regulations and identiqcation 
rezuirements regarding contractual partners and beneqcial owners. Among others, the rules 
for the determination of beneqcial owners will change. This also includes a speciqc rule for 
the determination of beneqcial owners of investment funds, whereby any natural person shall 
be determined the beneqcial owner who holds directly or indirectly 25Q of the fund units, has 
the ability to deqne or in–uence the fundVs investment policy or controls the activities of the 
fund in another way. It remains to be seen if the regulatory authorities will clarify the meaning 
and impact of this new regulation, particularly as due to AIFMD rules only the fund manager 
is able to in–uence a fundVs investment strategy and exercises control.

Law stated - 23 Juni 2026
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