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Glossary

Alternative assets

Carried interest
Consolidation

Cross-border investment
Foreign/non-EU investor

General partner

Growth capital (equity)

Hurdle rate
Institutional investor

Intra-EU investment
Investment volume

Investoris estimated
contribution

Financial assets that do not fall into one of the
conventional investment categories, which are stocks,
bonds, or cash.

Share of profits from a private equity, venture capital fund
earned by the fund's general partner.

Process as a result of which two companies form one
entity, typically by means of a merger or acquisition.

Transactions involving companies (investees) located
outside the country of the investoris headquarters, both
in the EU and outside the EU.

An individual or entity based outside the European Union
that invests capital into assets or enterprises within an
EU Member State.

An entity responsible for managing a fund. The GP
makes investment decisions, oversees portfolio
management, and is legally liable for the fundis
obligations. In return, the GP typically receives a
management fee and a share of the fundis profits, known
as carried interest.

Investment strategy positioned between early-stage
venture capital and buyout private equity, targeting
companies with proven business models seeking capital
to scale.

A benchmark return that must be surpassed before a
fund manager can claim any carried interest.

An entity or structure investing substantial capital on
behalf of beneficiaries or stakeholders.

Transactions involving companies (investees) located in
the EU outside the country of the investoris
headquarters.

Total amount of capital committed or deployed across
multiple transactions within a defined period by an
investor or group of investors in monetary units.

Amount of capital deployed in a single transaction by a
particular investor in monetary units. Investor
contributions were estimated using role-based weights
(lead investor, co-lead investor, co-investor, sole
investor)* based on Dealroom data to distribute the total
transaction amount proportionally. If Preqgin data were
available, contributions were adjusted to fit within each

1Description of the methodology for the role-based assumption of commitment is provided in Annex 1.
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Limited partner

Private equity

Retail investor

Scaleup

Syndication (co-investment)

Transaction/deal

Transaction/deal size

Venture capital

Venture and growth capital
fund

investorbs typical transaction size range; otherwise, an
equal split was applied.

Investor in a venture capital or private equity fund that
supplies capital but is protected by limited liability from
the fund's losses and does not actively participate in fund
operations management. Public LPs manage asset
allocations from national or international public
institutions T often, such LPs are also publicly owned
(public pension funds, national promotional institutions,
sovereign wealth funds). Private LPs manage private
assets (private pension funds, insurance companies,
family offices).

Capital invested directly into private companies®or into
public companies with the intention of taking them
private dtypically through negotiated transactions. It
involves medium- to long-term investments by
specialised funds, with the goal of improving business
performance and generating returns through growth,
operational improvements, or restructuring, followed by
an exit via sale or public listing.

An investor who does not meet the criteria for
professional or eligible counterparties. Typically, a
natural person investing on their behalf and afforded the
highest level of regulatory protection under EU financial
legislation.

Young medium-sized firm with high growth potential that
is more productive than the average company and is a
leader in the development of new technologies.

A partnership between a group of investors pooling their
financial resources into a single investment.

Investment event where funds are deployed into a
startup, scaleup, or a business seeking capital for
expansion.

Amount of capital deployed in a single transaction by an
investor or group of investors in monetary units.

A form of private equity financing provided to early-stage,
high-potential companies (startups) that are typically not
yet profitable. It supports innovation and growth in
exchange for an equity stake, with the expectation of
substantial returns if the company succeeds. Venture
capital is usually deployed in stages, aligned with the
company's development milestones, based on which itis
divided into early-stage and late-stage venture capital.

Equity financing vehicle operating within the venture
capital and growth private equity segments, which
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Venture and growth capital
fund manager (general partner)

invests in startups and companies at the growth or
scaleup stages of development.

Manager of alternative investment funds, at least one of
which has a venture capital or growth equity strategy.
The analysis focuses on fund managers that have been
active in at least one equity transaction between EUR 15
million and EUR 250 million over the past three years
(2022-2024) and their funds.
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List of abbreviations

AlF Alternative investment fund

AIFM Alternative investment fund manager

AMF Autorité des marchés financiers (France)

AML Anti-money laundering

AuM Assets under management

CEE Central and Eastern Europe

DC Defined contribution

DG FISMA Directorate-General for Financial Stability, Financial
Services, and Capital Markets Union

EIB European Investment Bank

EIF European Investment Fund

ELTIF European Long-Term Fund

ESG Environmental, Social and Governance

EU European Union

EuVECA European Venture Capital Fund

EuSEF European Social Entrepreneurship Fund

GDP Gross Domestic Product

GP General partner

HQ Headquarters

KYC Know your customer

LP Limited partner

LTAF Long-term asset fund (UK)

M&A Mergers and acquisitions

NCAs National competent authorities (relevant for financial
sector)

NPBIs National promotional banks and institutions

NAV Net asset value

OECD Organisation for Economic Co-operation and
Development

PE Private equity

SIU Savings and Investments Union

UCITS Undertakings for Collective Investment in Transferable
Securities

UK United Kingdom

us United States of America

VC Venture capital
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Executive Summary

Venture and growth capital funds are essential for financing startups and
scaleups. For the sake of the EUis long-term competitiveness, it is essential to
ensure that venture and growth capital financing is sizeable and related ecosystems
are sufficiently developed to compete with other developed economies, as this
enables Europeis most promising companies, particularly those at the forefront of
technological and industrial innovation (such as biotech, deep tech, Al, or cleantech),
to develop and become global champions in their fields whilst retaining a large EU
footprint.

Understanding the barriers that fund managers and institutional investors encounter
during fund operations, fundraising, investment, and post-investment care processes
is the first step towards mobilising the investments they can channel into innovative
companies in the EU. A crucial enabler in this regard is the participation of
institutional investors in this asset class, along with the ability of fund managers to
scale their activities.

For this reason, the present study focused on the analysis of barriers to scaling
up fundraising and investments across the EU, both from the perspective of fund
managers and institutional investors, and in both domestic and cross-border
contexts. It also presents key context about the structure of the venture and growth
capital fund segments, the operating models of these funds, and the investor base of
EU venture and growth capital funds, giving a broad overview of how the pinpointed
barriers manifest. More specifically, the study is structured around four main areas:
(i) the state of play in venture and growth capital in the EU, (ii) the activity and
preferences of institutional investors, (iii) scaling strategies of fund managers, and
(iv) key barriers to fund activities as seen by industry stakeholders.

The EU ecosystem remains fragmented, with most fund managers and activity
concentrated in Western Europe, with Southern Europe and CEE generally
remaining underrepresented. Cross-border investment and co-investment are more
and more common, particularly in growth capital, where large deals often involve
multiple investors, including non-EU corporates. Still, EU scaleups remain heavily
reliant on non-EU capital, reaching 70-90% of funding in some countries, and
domestic capital remains insufficient to close the gap. While a significant number of
institutional investors have committed capital to EU venture and growth funds, their
overall exposure remains limited in scale and concentrated in mid-sized funds.
Public investors play a disproportionately large role, while pension funds and
insurance companies allocate very modest shares. Compared to the foreign
ecosystems like the US and the UK, the European market remains smaller, more
fragmented, and reliant on external capital. Consolidation among fund managers and
cross-border mergers are rare T though this pattern is broadly consistent with global
industry norms.

The broad insights on barriers to EU-based fund activities has drawn on the review
of existing research, an interview programme with venture & growth fund managers
and institutional investors and national legislation analysis in 10 selected EU
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countries?, supported by a validation survey conducted with over 40 stakeholders.
This analysis attempted to categorise, gauge the relevance and severity of impact
and, thus, understand the relative significance of various barriers. The full ranking of
barriers, both direct and indirect, by the stage of fund lifecycle, is displayed in Table
1 (barriers to fundraising) and Table 2 (barriers to investment and post-investment
care).

Based on the cumulative evaluation of LP and fund manager perceptions, the two
highest ranked barriers to the fundraising process among those that can be tackled
legislatively were prudential rules for pension funds, insurance companies and
banks and their national gold-plating, and uncertainties related to capital gains
taxes. Most frequently mentioned concerns associated with prudential rules,
according to the institutional investor interviewees, are the burden of risk
management documentation and the conservative national-level caps on alternative
asset investment and capital requirements, especially when exacerbated by portfolio
value fluctuations (idenominator effectd). One must interpret the barrier related to
prudential rules, however, in the context of a complex interplay of institutional
investor motivations T where the regulatory caps are in place, they are frequently not
filled, leaving room for other factors at play where prudential rules may serve as a
pretext. Secondly, both types of stakeholders are concerned about the lack of
coordination and uncertainty related to the tax treatment of capital gains, especially
in the case of investors (LPs) investing in funds in another jurisdiction and/or funds
incorporated as a non-specialised vehicle. Based on the interview insights, such
transactions open the door to the interpretation by tax authorities at home and
abroad, and the interpretations are often conservative, potentially resulting in double
taxation or unfavourable taxation even in the presence of harmonising measures.
Such uncertainties discourage LPs from making investments in some jurisdictions or
require elaborate workarounds (e.g., feeder funds). Tax fragmentation and
associated uncertainty belong to the category of barriers that not only directly affect
the fundraising process but also create indirect costs for fund managers: in other
words, time dedicated to administrative work to ensure suitable tax treatment is time
not spent approaching other potential LPs. As a result, this creates natural limits to
the number of LPs that the fund manager can interact with and sustain.

Reporting and disclosure obligations, both those prescribed in the scope of
AIFMD and other disclosures during the fund lifecycle (AML/KYC disclosures,
CSRD/ ESRS reporting among them), are mentioned particularly often as a barrier
that raises the costs of operating venture and growth capital funds, some
requirements imply high workload in proportion to the number of LPs. LPs also
impose their reporting requirements, and this amplifies the burden; while the purpose
of enquiries from LPs may be the same, the specific formats, data angles and
templates are frequently different. The escalation of reporting is particularly acute
once the fund manager becomes authorised under AIFMD, not only due to AIFMD

2 Bulgaria, Estonia, France, Germany, Italy, Luxembourg, the Netherlands, Poland, Spain, and
Sweden were selected for detailed analysis.
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requirements themselves but also due to links with other pieces of legislation. Also,
fund managers with even relatively few active funds can reach the AIFMD threshold.
Complicating the operational setup, more elaborate rules on governance
applicable to AIFMD-authorised fund managers also raise costs (depository
requirement, governance structure requirements). Gold-plating at the national level
exacerbates the issue, with Member States imposing additional reporting and
governance requirements T admittedly, reporting requirements were one of the least
gold-plated areas based on the Member States legislative analysis, where more
progress towards harmonisation appears to be achieved. Furthermore, local
presence and substance requirements can make the cross-border scaling of funds
especially costly due to the need to replicate the mandatory control & oversight
functions T the national legislation analysis confirms the general stringency of these
requirements. Such fiindirect barrierso take away from the time and effort spent on
target scouting and portfolio company management, affecting not only the
fundraising but also the investment phase of the fund.

Perhaps surprisingly, barriers related to fund passporting and marketing were
somewhat deprioritised by interviewees, despite significant fragmentation in
marketing frameworks and fees found in the Member States legislative analysis. This
needs to be interpreted in conjunction with evidence that fund managers often limit
marketing activities to specific jurisdictions by a strategic decision, instead
concentrating on approaching (or using reverse solicitation) with a restricted sample
of familiar LPs, avoiding the costs and effort associated with marketing altogether.

While solving regulatory, legal and tax barriers is crucial for the frictionless
fundraising process, fisofto barriers, such as internal risk aversion of LPs and the
accompanying preference for asset classes perceived as safe as well as the
frequent bias towards investing domestically and in familiar jurisdictions, play
a perhaps even greater role and are more challenging to tackle. Some of these
barriers are indirectly affected by regulation; for example, internal risk aversion is
reinforced by the cautious approach to investment and evaluation of gains present in
regulatory frameworks, creating an inclination to add a margin of safety to ensure
compliance. Home bias may be attributed to significant investments needed to
navigate laws applicable in other jurisdictions, legal terminology without direct
equivalents and the uncertainty about the attitude of local supervisory authorities,
together with a lack of leverage to influence the changes. Regulatory components
aside, these barriers point to the broader issue of risk-averse culture, whereby
alternative assets may be perceived as having no or a negative contribution to the
portfolio

A noteworthy issue for fundraising is the misalignment of investment
characteristics of venture & growth capital as an asset class with the portfolio
strategy of institutional investors such as pension funds, insurers, banks, pointing
to three concerns: holding period mismatch, poor liquidity of the asset and ticket size
mismatch. While these seem an important structural barrier to the institutional
investor activity at first glance, evidence from institutional investors with successful
alternative asset investment strategies leads to believe that it is possible to
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overcome such issues, and that internal risk aversion already discussed is the real
barrier in many cases.

On top of the costs stemming from AIFMD compliance, legislative fragmentation
across Member States adds another layer of complexity to most of the investment
and post-investment stage barriers as well. During the fund investment cycle, the
most notable are various barriers at the portfolio level. Most frequently mentioned
concerns here are the fragmentation of the corporate laws across Member States
and the implications for the company treatment, fragmentation of regulatory
requirements for the underlying technology products, and lack of or unsuitable
conditions for offering employee stock options. Among prominent barriers is also the
diverse approach to carried interest taxation: while some Member States, including
France, the Netherlands, and Luxembourg, offer specialised fund structures ensuring
preferential tax treatment, others do not, leading to complications in incentivisation.
Finally, there are various frictions during the due diligence and investment
process itself, which can be individually minor but become burdensome in
aggregate. Venture & growth fund managers point out the non-standardised
transaction documents, differences in accounting principles not only from country to
country but from company to company, and a very costly notarisation process in
some countries.

Based on the ranking of barriers, market and structural barriers play an important
role in the investment and post-investment stages too. A broad structural issue
impacting cross-border investing is related to fund managersi ihome biaso due to
lack of network abroad, strong competition and difficulties in finding co-investment
partners for completing transactions. Another prominent issue making fund
managers more generally cautious when investing is related to the fear of not being
able to realise gains due to poor exit prospects, especially in certain regions with
fewer active buyers or unattractive listing prospects (and subsequently lower
valuations). While there is no one-size-fits-all solution to these issues, they form an
important backdrop and emphasise that there is still room for encouraging a more
seamless single market.

Overall, two motives recur throughout the entire body of analysis regarding
regulatory & legal barriers. Firstly, fund managers mostly see regulation and laws
concerning the general fund operations as something that may slow down activities
and raise operational costs but can typically be solved with specialist support and
rarely prevent attractive transactions from occurring. Secondly, fund managers
express frustration with national fragmentation, frequent changes in the regulatory
and legal landscape and the formalistic approach of supervisors to compliance iifor
the sake of complianceo with the provisions of the AIFMD, prudential regulation and
national laws. For the fundraising or investing in technology companies, every
Member State presents a new set of issues, both in terms of diversity in national
rules, gold-plating and attitudes of the supervisory authorities.

At the same time, it is hard to underestimate the role of market or structural barriers,
primarily related to risk-averse European investment culture, the return profile and
other properties of the long-term asset class such as venture & growth. Such barriers

14
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were overall seen as more fundamental compared to regulatory barriers by most of
the interviewed stakeholders. From the side of institutional investors, the most
frequently mentioned issues were a lack of track record on the fund performance and
related return concerns, difficulties with aligning the properties of alternative assets
with the overall portfolio strategy and perceived high costs of investing in venture &
growth, which are predominantly related to the market structure rather than
regulation-driven. These barriers are harder to tackle quickly, and they are not likely
to be solved with purely regulatory initiatives.

In the end, the present analysis underscores that persistent regulatory fragmentation
and compliance complexity continue to hamper cross-border fund activity and scale
in the EU. While harmonising legal frameworks and simplifying reporting can address
some operational barriers, deeper challenges such as investor risk aversion and
home bias are structural and not easily resolved by regulation alone. A
comprehensive approach combining legal harmonisation, improved supervisory
coordination, and sustained efforts to cultivate investor confidence and market
development is needed to unlock the full potential of EU venture and growth
investing.

Table 1. Significant barriers to fundraising, based on interview analysis (Fund
Managers, LPs), Member Statesi legislation analysis and validation survey results (—

T Minor barrier, =™~ T Major barrier).®4

FMs -
Interviews (How MS legislation Validation
many analysis (How Survey (How SIGNIFICANCE

LPs - Interviews
(How many
encounter the
barrier during
fundraising?)

encounter the severe is the severe is the SCORE
barrier during barrier?) barrier?)
fundraising?)

Reporting and
disclosure
obligations
(cross-border)

Local presence
and substance
tests (cross-
border)

Incorporation &
operational
setup of fund
vehicles

3 Legend: (cross-border) T barriers particularly affecting cross-border fundraising; fi*0 T Regulatory
improvements can indirectly help to reduce or remove this barrier

Colouring: Legal barriers, Tax barriers, Market barriers
4 In view of methodological constraints, for Member State legislation analysis and validation survey,

the focus has been on deepening the understanding of severity of legal barriers that are within the
mandate of DG FISMA and other barriers with a legal component in the case of high relevance.
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Supervisory
fees and
ancillary
charges

Marketing
framework and
fees (cross-
border)

Prudential rules
and gold-plating
thereof*

Capital gains
tax cross-border
fragmentation &
related
uncertainty
(cross-border)*

Internal risk
aversion,
preference for
safe asset
classes of LPs

LP home bias,
preference for
familiar & stable
jurisdictions
(cross-border)*

Misalignment
with the needs
of LP portfolios

Perceived high
cost of investing
for LPs

Lack of
familiarity with
the alternative
asset class

Inconsistent
public support
mandates

Due diligence &
fundraising
process frictions
(cross-border)*

Small number of
potential LPs
due to market
conditions*

Source: Civitta analysis.

LPs - Interviews
(How many
encounter the
barrier during
fundraising?)

FMs -
Interviews (How
many

encounter the
barrier during
fundraising?)

MS legislation

analysis (How

severe is the
barrier?)

N/A T Out of
scope

N/A T Not a
legal barrier

N/A T Out of
scope

N/A T Not a
legal barrier

N/A T Not a
legal barrier

N/A T Not a
legal barrier

N/A T Not a
legal barrier

N/A T Out of
scope

N/A T Out of
scope

Validation

Survey (How
severe is the

barrier?)

N/A T Not a
legal barrier

N/A T Not a
legal barrier

N/A T Not a
legal barrier

N/A T Not a
legal barrier

N/A T Not a
legal barrier

N/A T Low
relevance

N/A T Low
relevance

For detailed methodology, please consult Annex 1 and 2.

SIGNIFICANCE
SCORE
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Table 2. Significant barriers to investment and post-investment care, based on
interview analysis (Fund Managers), Member States legislation analysis and validation

survey results (T T Minor barrier, =™ T Major barrier).>®

FMs - Interviews
(How many MS legislation
encounter the analysis (How

Validation Survey
(How severe is the
barrier?)

SIGNIFICANCE
barrier in severe is the SCORE
investment/post- barrier?)

investment stage?)

Legal challenges
during portfolio
management (cross-
border)

~oo N/A T Out of scope ~ -

Reporting and
disclosure
obligations (cross-
border)

Incorporation and
operational setup of oo ~e = —_—
fund vehicles

Local presence and
substance tests ~ e ~— e
(cross-border)

Supervisory fees

and ancillary D S = ~

charges

Nathnz_il FDI N/A T Not possible

restrictions (cross- - : ~ ~
to directly score

border)

Capital gains tax

cross-border

fragmentation & ~ N/A T Out of scope R e
related uncertainty

(cross-border)*

Carried interest tax

cross-border

fragmentation & ~ N/A T Out of scope ~ee ~m
related uncertainty

(cross-border)*

Due diligence &
investment process

frictions (cross- ~o N/A T Out of scope N/A T Out of scope -
border)*
Fund managersi
e Lk oz S N/A T Not a legal N/A T Not a legal s
lack of network, ; .

barrier barrier

strong competition
(cross-border)

5 Legend: (cross-border) T barriers particularly affecting cross-border fundraising; fi*0 T Regulatory
improvements can indirectly help to reduce or remove this barrier

Colouring: Legal barriers, Tax barriers, Market barriers
6 In view of methodological constraints, for Member State legislation analysis and validation survey,

the focus has been on deepening the understanding of severity of legal barriers that are within the
mandate of DG FISMA and other barriers with a legal component in the case of high relevance.
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Exit considerations
in the EU*

Lack of attractive
companies in certain
EU markets

Public LP
restrictions on fund
investments (cross-
border)

Source: Civitta analysis.

FMs - Interviews
(How many MS legislation
encounter the analysis (How

Validation Survey
(How severe is the

barrier in severe is the )
barrier?)

investment/post- barrier?)
investment stage?)

-~ N/A T Out of scope oo

e N/A T Not a legal N/A T Not a legal
barrier barrier

e N/A T Not a legal N/A T Not a legal
barrier barrier

For detailed methodology, please consult Annex 1 and 2.

SIGNIFICANCE
SCORE
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Introduction
Context and objective of the assignment

Ensuring that Europeis most promising companies, particularly those at the frontier
of technological and industrial innovation, can access sufficient long-term capital has
become a defining challenge for the EUis economic future. As the world enters a
new era of geopolitical competition and strategic reindustrialisation, the ability to
scale innovation at home is directly tied to Europeis competitiveness, economic
security, and technological sovereignty.

This imperative is at the core of the Savings and Investments Union (SIU), launched
by the European Commission in March 2025 (European Commission, 2025). The
SIU builds on the objectives of the Capital Market Union (CMU), first introduced in
2015, with the aim of mobilising European savings to fund productive investment in
businesses across all Member States and at all stages of development. It supports
investments in sectors crucial to long-term prosperity and security.

Despite notable progress in early-stage financing, structural weaknesses continue to
limit the availability of growth and scale-up capital. In 2023, large funding rounds
(above EUR 100 million) generated only EUR 21 billion in Europe, compared with
EUR 81 billion in the US (Dealroom, 2024a; Dealroom, 2024b). Multiple factors
contribute to this gap (the list of factors isnit exhaustive):

~

0 Limited number of large-scale funds. The EU hosts relatively few large
venture and growth capital funds. In contrast, the US has significantly more,
with at least seven times as many funds managing assets exceeding EUR
600 million (EIF, 2023).

0 Low institutional investor participation. Pension funds and insurers
allocate less than 1% of their AuM to European venture capital. This limited
engagement reflects a combination of structural risk aversion, prudential
constraints, and, for example, a lack of long-term performance data on
European VC funds’.

0 Fragmented regulatory landscape. Diverging national regulations, low
adoption of harmonised labels such as EUVECA, and persistent administrative
burdens continue to obstruct cross-border activity and limit fund scalability.

O Limited exit options and tax disincentives. Exit mechanisms remain
underdeveloped. Listing on public markets is often costly and complex,
particularly for SMEs®, while secondary markets for private capital are still
developing, limiting liquidity for investors. In addition, national tax regimes
often favourcha debt over equity, weakening incentives for long-term, patient

7 Consultant analysis based on Preqgin Database.

8 Improved prospectus regulation for SMEs was introduced in 2017 with the EU Prospectus
Regulation.
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capital and constraining the ability of funds to operate effectively across
borders.

The EU has responded with an ambitious set of reforms. These include the Listing
Act, the revision of the EUVECA Regulation, the proposed Debt-Equity Bias
Reduction Allowance (DEBRA), the Solvency Il review, and new flagship initiatives
such as TechEU and the EIB Group-led European Tech Champions Initiative (ETCI
and ETCI 2.0), supported by several Member States. Efforts are also underway to
simplify and broaden the EU securitisation framework based on the European
Commissionis proposal from June 2025. Together, these measures aim to improve
conditions for scaling funds and attracting institutional capital into risk-bearing
segments of the market.

For the broader EU capital markets agenda to succeed, policy efforts must be
grounded in a clear understanding of the marketis structure, its constraints, and
where targeted interventions could shift the outcomes. This study, commissioned by
the European Commissionis Directorate-General for Financial Stability, Financial
Services and Capital Markets Union (DG FISMA), provides an analytical foundation
for that work. Its purpose is to examine why the venture and growth capital funds
segment remains sub-scale in the EU despite the increasing maturity of the
investment ecosystem. The study focuses on two core areas:

First, it seeks to map the characteristics of investment funds active in the provision of
venture and growth capital to startups and scaleups and explore the institutional
investor activity in venture and growth capital.

Second, it explores the structural barriers that hinder consolidation and scaling in this
fund segment. These include regulatory and supervisory constraints, legal and tax
considerations, technological and operational inefficiencies, as well as behavioural
dynamics, both from fund managers and institutional investors. The analysis aims to
define realistic options for reducing these barriers, including paths toward fund
consolidation, larger ticket sizes, and greater cross-border investment flow.

By addressing these questions, the study supports key CMU and SIU objectives:
increasing the depth and resilience of Europeis capital markets, enhancing the
competitiveness of its investment industry, and enabling high-growth companies to
scale on EU soil. The findings are expected to inform future policy, including
potential adaptations of existing instruments and regulatory frameworks, and help
create a more integrated and investable capital market environment.

High-level overview of methodology

This study combines structured data analysis and stakeholder insights to assess the
scale, characteristics, and constraints of the EUis venture and growth capital market.
The work is organised around five interlinked components, each addressing a
specific dimension of capital formation and deployment.

0 Mapping and data analysis. The research begins with a mapping of venture
capital and growth equity funds operating in the EU, with a focus on funds that
have participated in transactions in the EUR 15 to 250 million range in 2022-
2024, used as a practical definition of growth stage (see Annex 1 for detailed

20


https://finance.ec.europa.eu/publications/commission-proposes-measures-revive-eu-securitisation-framework_en
https://finance.ec.europa.eu/publications/commission-proposes-measures-revive-eu-securitisation-framework_en

Study of barriers to, and drivers of, the scaling-up of funds investing in innovative and growth

companies

O«

O«

O«

O«

methodology). Data from sources including Dealroom, Preqin, and ESMA
registers is used to build a baseline covering fund size, legal structure,
regulatory status, and geographic distribution. As the analysis relies on
publicly disclosed and registered data, some relevant funds may not be
captured. Additionally, venture and growth capital market characteristics are
analysed in more detail for 10 selected countries (see Annex 2 for data
dashboards for each country).

Institutional investor profiling. The role of institutional investors (e.g.
pension funds, sovereign wealth funds, etc.) is analysed by linking fund-level
and investor-level data. Participation trends are examined by considering who
the investors are, how they invest (e.g. direct vs. indirect, fund of funds), and
where they are based. Where information is incomplete, estimates of capital
contributions are derived using a role-based attribution method (e.g., lead, co-
lead, co-investor) (see Annex 1 for a detailed methodology).

International benchmarking. To contextualise the EU landscape, a parallel
review is carried out for selected third-country markets (US, UK, South Korea
and China) throughout the sections of the report. This comparison highlights
structural differences in scaling, investor engagement, and market depth.

Interview-based qualitative research. A targeted interview programme,
covering over 60 interviews across all EU Member States, was conducted
with fund managers and institutional investors (see Annex 3 for description of
interviewees). These interviews provided practical insights into market
functioning, validated desk research, and helped identify structural and
behavioural barriers to scaling, consolidation, and cross-border investments.

Stakeholder validation survey. In parallel with interviews, a structured
validation survey was conducted with over 40 stakeholders, including fund
managers, LPs, and associations. The survey aimed to quantify the perceived
severity of identified barriers, disaggregate responses by stakeholder group,
and collect open-ended inputs on the most urgent and impactful barriers to
address. The survey results informed the prioritisation of barriers across
stakeholder types and served as an additional layer of validation for the
findings emerging from desk research and interviews. The results also
informed a separate validation report delivered to DG FISMA (see Annex 1d
for further information).

Identification and refinement of the identified barriers. A comprehensive
list of legal, regulatory, financial, and behavioural barriers to fund
consolidation and scaling was compiled based on a literature review and
preliminary analysis (see Annex 5 for a more detailed comparison of the legal
frameworks of 10 selected countries). These barriers were subsequently
refined through a stakeholder validation process and used to test hypotheses
regarding the root causes of limited fund growth and persistent market
fragmentation in the EU.
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This approach captures both market-level trends and on-the-ground perspectives,
providing a thorough view of how the EUis venture and growth capital landscape
operates and where the most significant constraints to scale and integration lie.
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1. State of play in venture and growth capital in the EU

1.1. The operating model of venture and growth capital
funds

Before further elaborating on the market trends and barriers to the operations of
venture and growth capital funds, it is crucial to set the scene by describing how
such funds operate. The operating model of venture and growth capital funds is a
critical factor shaping their ability to scale, attract institutional investors, and deliver
consistent returns. It determines how fund managers allocate resources and manage
costs, all of which influence fund performance and competitiveness.

While both VC and growth PE funds are active in financing the growth stage of
technology companies, there are certain differences to be kept in mind. Venture
capital and growth private equity strategies differ in terms of risk appetite, decision-
making criteria, and return expectations. Venture capital, particularly in early-stage
funds, is characterised by a higher tolerance for risk (especially related to the
validation of the underlying technology), with investment decisions often based on
the perceived potential of the founding team and the prospect of exponential returns,
despite a high likelihood of failure across most portfolio companies. In contrast,
growth private equity adopts a more structured and financially driven model, focusing
on businesses that have already validated their technological solutions and have
achieved significant revenue, aiming for somewhat more stable, incremental returns
with a higher survival rate of companies in the portfolio.

For both VC and growth PE, typical fund life cycles typically span 10 to 12 years with
a three-phase structure (4-phase if fundraising is taken into account): an investment
period (3-5 years), followed by a holding and value creation phase using follow-on
investment (4-7 years), and a divestment period (2-3 years) (Figure 1) (Gilligan and
Wright, 2020). Follow-on investments and divestments (exits of portfolio companies)
can occur simultaneously. LPs commit capital at the outset, which the GP calls down
progressively. Returns are distributed after liquidity events through divestments.

Figure 1. lllustrative example of the fund lifecycle

I Number of portfolio companies

0 1 2 3 4 5 6 7 8 9 10 " 12

Fundraising Investment period Follow-on investment into portfolio companies & divestment

Source: Civitta analysis.
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Revenue model

The fund manager's revenue model is based on fee income agreed upon with its
investors (LPs), typically combining management fees with carried interest and, in
some cases/often also other fee income.

Management fees are charged annually on committed capital during the investment
phase and often shift to fees from net invested capital or NAV in later years. Based
on global industry practice, management fees are typically between 1.5% and 2.5%
of the committed capital for VC and growth funds. They can be lowered to 0.5%-
1.5% of committed capital or net invested capital during the post-investment period.

Based on the available indications in the Preqin database, average management
fees in the EU for funds with a growth strategy (both VC and Growth PE) are 1.99%
in the EU and 1.92% in the US. A very similar level of management fees is confirmed
from the interviews, confirming that, due to competition for investor capital, there is
no significant difference between management fees charged in both regions. The
minimum of management fees observed is 0.75% and the maximum is 3.5%.

The management fees in the EU are less frequently revised during the later stage:
out of 39 growth funds in the EU with detailed fee information by stage, 31 funds
(79%) had the same rate on invested capital in the post-investment period. On the
other hand, in the US, out of 69 funds with detailed fee information, only 43% kept
the same fee in the post-investment period (Figure 2). Although the sample size is
too limited to draw definitive conclusions about the broader market, funds based in
the US appear to apply a more varied approach to management fee structures in the
post-investment period compared to their EU counterparts. For example, nine funds
in the US apply a reduced fee rate on total commitments during the post-investment
period, and another 9 funds apply a reduced rate on invested capital.

Figure 2. Post-investment fees in growth funds® in the EU and the US

Il Same Rate, Charged on Invested Capital Reduced rate (%), Invested Capital No Change
Other Mechanism Reduced rate (%), Total Commitments

10%

< USA

Source: Civitta analysis based on Preqin data.

9 Funds for which data is available as of 01/06/2025; Number of funds in the EU T 39; Number of
funds in the US T 69.
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Carried interest is the primary incentive mechanism for GPs, typically set at 20% of
returns above a hurdle rate of 6-8% and is subject to standard European-style
clawback and catch-up provisions. The average carried interest rate is 19.25% in the
EU, compared to 20.46% in the US. Similarly, the average hurdle rate stands at
7.75% in the EU, slightly below the 7.93% observed in the US1°.

Other fee income, such as fund setup or ownership fees, is sometimes reimbursed
from the fund's committed capital, but it is also usual for it to be amortised within the
management fee. Transaction and monitoring fees are rarely applied by EU venture
and growth capital fund managers compared to buyout PE funds, due to LP
preferences. Fund setup cost is usually between EUR 20 thousand and several
hundred thousand (but can reach up to EUR 1 million), with the majority covered by
LPs and, in some cases, a portion is covered by the fund manager (for example, a
EUR 1 million cap on the amount covered by LPs, any additional amount covered by
the fund manager).

Because thereis a lack of investment in the first few years after the fundis
establishment, a fiJ-curveo in the cash flow occurs (Figure 3). From the LPsb
perspective, the performance of a typical fund is characterised by initial losses
(negative cash flow) due to deployment of investment, the effect of fund setup and
fund management fees, followed by a period of growing portfolio and value creation
until ultimately high returns can be realised upon selling the shares in the investee
companies. As portfolio companies mature and are exited, distributions begin to
exceed management fees, turning net cash flows positive. The shape and depth of
the fiJ-curveo depend on fund strategy, the pace of deployment and investment
horizon.

Figure 3. lllustrative example of the iJ-curveod of venture and growth capital funds
from the LP perspective by year.
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Source: Civitta analysis based on Zeisberger et al, 2017.

This feature of venture and growth capital funds might be an issue for some
institutional investors, according to the interviews. It was highlighted that insurance

10 Based on the interviews with the fund managers, in the US it is increasingly usual for the fund
managers not to apply hurdle rates.
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companies are discouraged from allocating to private equity in general due to the iJ-
curveol in returns, which requires early mark-downs in accounting to around 80% of
the invested value (even when the assets are performing) during the investment
period due to upfront fees and costs. This effect leads to a perception of early
underperformance, limiting institutional appetite for illiquid strategies.

Operating costs

The operating model of VC/PE activity is first and foremost defined by the separation
of a fund and its fund manager. The fund is a legally separate vehicle that holds
investor capital and owns portfolio investments, while the fund manager (General
Partner or AIFM) is an independent company that manages the fund, sourcing deals,
making investment decisions, and overseeing exits. The structure gives flexibility and
longevity to the activities, as it allows the manager to raise multiple funds over time
while maintaining independent legal status. The majority of venture and growth funds
in the EU are below USD 150 million in size (Figure 4).

The operating cost of a fund manager, therefore, at any given period will be high if a
fund is established and/or is in the investment phase, while fund managers with a
fund or funds in later phases will have lower cost intensity. As a result, younger fund
managers, who are more likely to be in earlier stages of their fund lifecycle, often
exhibit lower profitability than more established peers, not necessarily due to
underperformance but due to the timing of cash flows and costs.

Figure 4. EU funds by strategy and fund size segment (USD billion), number of funds?

350 175 151 108 399 465
Il <0158
0.15-0.5B
0.5-1B
>1B
403
97
56 21 24 55
15
3 8 3 |5
Early Stage Early Stage: Early Stage: Expansion / Growth Venture
Seed Start-up Late Stage (General)

Source: Civitta analysis based on Preqin data.

Operating costs of a fund manager include personnel compensation, regulatory and
compliance services and costs (e.g. reporting obligations, supervision fees,
registration/licensing expenses), legal and audit services (e.g. structuring advice,
fund documentation, annual audits) and costs of IT infrastructure and systems.

11 All-time number of funds with fiClosed to investmento or iAnnounced/Estimatedo statuses as of
30/07/2025.
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Smaller funds face disproportionately high-cost ratios due to fixed overheads.
Notably, according to interviews with fund managers, fund managers with less than
EUR 100 million in AuM often operate below cost recovery levels during early years,
while larger fund managers benefit from economies of scale in back-office operations
and third-party services. According to an interviewee, although larger fund managers
face higher absolute costs, these are usually covered by the greater nominal fee
income, since the management fee percentage typically stays around 2%.

Example of a Luxembourg-based fund cost structure

Interviews with fund managers confirm that operating costs are a critical constraint
for smaller funds, particularly when domiciled in high-cost jurisdictions. For
example, an EU-based seed-to-Series A fund with approximately EUR 60 million
under management estimates a breakeven fund size of EUR 50 million when
domiciled in Luxembourg. With a standard 2% management fee, the fund needs to
be operated on an annual budget of roughly EUR 1 million, covering team salaries
and transaction-related expenses. The team itself is the most significant cost
driver, comprising 5 to 10 staff. In addition to operating costs, fund incorporation
and ongoing compliance expenses in Luxembourg are perceived as high, around
EUR 2 million over 10 years, compared to significantly lower levels in other EU
jurisdictions. According to an interview, the initial fund incorporation costs in
Luxembourg can reach 150 EUR thousand, while in Estonia, itis only EUR 30
thousand.

While the economies of scale can be achieved by raising additional funds and
achieving economies of scale for the fixed costs, due to the initial outlay needed
for fund establishment, it is not a straightforward task either. Therefore, smaller
EU-based fund managers, especially those pursuing niche investment strategies
with limited ability to increase AuM, might face constraints to their competitiveness.

The number of staff is not always correlated with the AuM of the fund manager, as
some fund managers can be more efficient than others. However, it is correlated with
the number of funds a particular fund manager has T the median number of staff per
fund is 4 people, taking into account both funds in marketing and closed funds.

Outsourcing is mainly used by fund managers in the scope of legal services and
other consulting services, which can decrease the number of employees in the fund
manageris entity and be a more cost-efficient solution. It needs to be noted,
however, that most EU jurisdictions impose restrictions on outsourced services and
management (see Section 4.3 and Annex 4 for a detailed description of selected
countries).

AIFMD allows the outsourcing of many operational functions if oversight is retained
(though in practice, this may still require certain roles, for example, legal, to remain
in-house)*?. This may lead to many fund platforms delegating functions to another

12 Typical functions to be delegated are IT infrastructure (cloud/non-cloud), regulatory reporting and data
analytics and other operational tasks (e.g., tax compliance, ESG reporting).
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regulated entity T a fund administrator. This, for example, includes EU fund
managers choosing to domicile a fund in Luxembourg.

One of the constraints of the current fund management approach in the EU is the
resources available in some of the popular jurisdictions. For example, while
Luxembourg hosts a well-established legal and tax advisory ecosystem, several
interviewed fund managers noted capacity constraints driven by high demand for
specialised services. As workloads increase, some service providers outsource
operational or compliance functions to other jurisdictions, often for cost-efficiency
reasons. While this outsourcing is common industry practice, some fund managers
express concerns over its impact on the quality and responsiveness of support
services.

Return & profitability benchmarking

Most GPs interviewed identify expected return as a primary criterion in the decision-
making process of potential LPs. Expected return directly shapes the relative
competitiveness of EU-based funds, both within the asset class (as benchmarked
against peers from other geographies) as well as when competing with other asset
classes. For instance, Swedish LPs interviewed expect returns of over 20% from a
VC/PE fund before committing, highlighting the high-performance threshold in
investor expectations.

The ability to achieve the expected return is influenced by a range of structural and
operational factors. For one thing, deal sourcing and suitable valuation during the
investment phase have to do with superior ability to identify businesses with
potential, and in a typical VC, it frequently means understanding the underlying
technology and markets of the products the company is developing. This explains
why some fund managers adopt a specialist model, building in-house sector
expertise to improve investment decisions, while others remain generalists, relying
on broader networks and co-investor insights.

The ability to increase the value of the investees has to do with supporting
companies as they execute growth strategies, either by opening new markets or
executing M&A transactions, and from the standpoint of the investment manager,
this process also needs to be performed in a cost-efficient manner. Finally, as
already demonstrated, the bulk of value and return needs to be created upon exiting
the investment.

Within this context, the impact of the regulatory environment is important. For one
thing, higher regulatory costs put pressure on the operational model and may
eventually impact the fund's performance. While these costs do not impact the
management fee level, they may limit the ability of the fund manager to reinvest in
deal sourcing, support services, or operational infrastructure, ultimately impacting
performance. This dynamic is especially relevant in jurisdictions with high
compliance overheads or limited administrative outsourcing options. On another
hand, national regulation impacts the ability to execute growth strategies: for every
new national market to be entered by the company (or its product), local product
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standards, company law, support opportunities and taxation need to be taken into
account, and it drives the cost of business expansion.

Although past performance cannot guarantee expected return, investors universally
scrutinise past performance (of previous vintages) to get an idea of the likely return
from the asset class and investment strategies. Based on data on global returns over
the past decade, other VC and PE strategies were relatively less profitable in
comparison to the buyout strategy, which was the most profitable among PE
strategies (Figure 5). This insight is widely cited by interviewed institutional investors
who commonly perceive buyout as a more profitable and less volatile strategy than
VC.

European funds with a buyout strategy have yielded a net IRR of 14.86% since
inception and performed in line with North American funds (Invest Europe, 2025b).
Over the last 10 years, according to Invest Europe, European VC funds have
outperformed North American funds (and European buyout); however, when a longer
time frame is taken into consideration, European VC net IRR remains lower than that
of European buyout funds. As noted by Sdderblom et al. (2023), the average net IRR
for European VC funds is 13% which further proves the relative underperformance of
VC in comparison with the buyout strategy.

On average, private equity is assessed as bound to deliver higher returns than
venture capital, with growth equity positioned in between (Figure 5). Both growth
equity and venture capital strategies were also most affected by a decline in
expected returns between 2022 and 2023, but for the venture capital strategy
recovery is weaker.

Figure 5. Pregin index returns (global) by strategy (rebased to 100 as of 31st
December 2014).
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Source: Preqin database.

Internal rate of return (IRR) is used across the PE industry to compare the
returns. Some interviewees suggested that IRR can be subject to financial
engineering, while return multiples are seen as more robust. The IRR calculation
motivates GPs to exit portfolio companies as early as possible in the timeline
of the fund to showcase a higher IRR value for LPs. Thatis why the internal
rate of return is usually high in the first few years of the fundis functioning,
hence an extremely high IRR for funds with vintage 2021 in the table below.
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Growth funds?!? globally tend to outperform venture capital (including early-stage),
but underperform buyout funds (Figure 5). To assess the performance of EU-based
growth funds, a comparison with their US and Asian counterparts was carried out. It
can be tentatively'* concluded that EU fund performance is broadly in line with
counterparts in the US and Asia, with roughly an equal number of vintages
outperforming and underperforming their peers. (Table 3). According to Invest
Europe analysis, European growth capital funds have shown a net IRR of
14.77% since inception; however, they lag behind North American growth
capital (Invest Europe, 2025c). This observation is also held by some of the
investors interviewed, who consider the performance of European funds to be strong
and increasingly competitive with that of US peers.

Table 3. Net internal rate of return (IRR)* median of Growth strategy funds.

16.0 11.3 10.1 11.3

2013

2014 data unavailable 23.4 9.7 14.2
2015 194 19.1 10.9 15.6
2016 8.0 20.3 15.2 16.1
2017 20.4 18.1 12.0 16.6

13 The segment is defined by Preqin and covers growth-oriented PE funds, broadly in line with the
definition of Growth Private Equity used throughout the study

14 Due to lower number of EU funds overall and with disclosed performance, only 3 out of 9 vintages
have more than 15 funds in the benchmark, considered as a minimum for a reliable estimate of
performance.

15 Net IRR uses the present sum of cash contributed, the sum of distributions, and the current value of
unrealised investments and applies a discount. This amount should be net of any carry/performance
fees earned by the GP.

16 Data is unavailable for 2023 and 2024 vintages, as well as for vintages before 2013.

17 The European benchmark should be interpreted with caution, as the underlying sample size is often
significantly smaller than that of North American benchmarks. According to Preqin, a representative
benchmark typically requires a minimum of 15 funds; by contrast, European benchmarks frequently
are comprised of under 10 funds. In particular: 2014 T 4 funds; 2015 T 5 funds; 2016 T 6 funds; 2017
T 8 funds; 2019 T 9 funds.

18 The countries included in Europe, North America, and Asia are not disclosed and are based on
Preqinis classification.
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2018 151 20.6 14.0 17.0
2019 13.4 13.5 12.1 13.3
2020 9.4 13.3 10.0 13.4
2021 17.2 5.0 4.2 55

Source: Pregin private capital benchmarks.

There is a significant performance gap between top and bottom-quartile growth PE
funds, which is common for this asset class. For example, among European growth
funds with a 2018 vintage, bottom-quartile IRRs range from 3.0% to 7.6%, while top-
quartile IRRs span from 22.6% to 67.4% (Figure 6). For the same fund vintage, the
top-quartile IRR for the North American benchmark ranges from 31.4% to 48.7%
(bottom T 7.0% to 15.9%).

Figure 6. Net median IRR by vintage year of Europe growth funds, 25", Median, 75"

percentiles, 2013-2021.
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Source: Preqin private capital benchmarks.
This wide dispersion underlines the importance of manager selection for institutional
investors. The first-quartile top performers set the benchmark for the asset class and

can play a disproportionate role in shaping investor sentiment and capital allocation
decisions.

Several insights emerge from the analysis of fund performance, cost structure, and
investor behaviour. Management fees of EU venture and growth fund managers
match the level and structure of those in the US. Additionally, larger fund sizes do
not necessarily translate into clear cost advantages for fund managers.

Secondly, the return profile of growth-stage funds appears less attractive than funds
with the buyout strategy. When factoring in its inherently higher risk, the strategyis
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returns become even less appealing, which may partially explain the limited interest
from institutional investors. Additionally, European and US growth funds demonstrate
comparable returns. If the return difference across geographies is minimal and
growth VC underperforms buyout strategies in both regions, this raises the question
of whether allocation preferences are driven less by geography and more by
ecosystem maturity and fund accessibility.

1.2. Venture and growth capital market

Private capital investing spans a broad range of strategies, differentiated by
company maturity and investment size. As companies evolve, they attract different
types of capital suited to their stage of development. The figure below (Figure 7)
illustrates how venture capital, growth capital, and traditional private equity overlap in
terms of transaction size, highlighting the blended nature of strategies in the EUR
15-250 million range.

0 Venture Capital (VC): Positioned at the lower end of the transaction size
range, VC typically involves early-stage investments starting around EUR 15
million. These funds target startups and emerging companies with high growth
potential, often before profitability is achieved.

O«

Growth Capital: Sits at the intersection of VC and PE, covering companies
that are beyond early-stage development but not yet mature enough for
buyout-style PE (scaleups). The growth segment includes larger venture
rounds and smaller PE-style investments, often focused on scaling
operations, expanding markets, or product development. This is the primary
segment analysed in the report, with a focus on transaction sizes ranging from
EUR 15 million to EUR 250 million.

Private Equity (PE): Occupies the upper end of the spectrum, typically
involving larger transactions (above EUR 100 million). These investments are
usually made into more mature, cash-flow generating businesses and include
buyouts.

O«

The report concentrates on the growth capital segment, defined as deals between
EUR 15 million and EUR 250 million, where VC and PE characteristics converge.
These investments reflect a transition phase: companies are no longer at seed or
early stages, but not yet mature enough to justify a traditional buyout in terms of
scale, profitability. The overlap seen in the diagram is intentional, showing that some
later-stage VC and smaller PE transactions also fall within this range, making growth
capital a hybrid space that requires a nuanced understanding of fund strategy,
investor profiles, and policy design.

Growth capital investors target relatively mature enterprises T scaleups T seeking to
accelerate expansion, restructure operational frameworks, pursue strategic
acquisitions, or enter new geographic or product markets. Such capital is usually
deployed without altering the existing control structure of the investee company,
distinguishing it from traditional buyout models, which typically involve a change of
ownership.
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Figure 7. Venture and growth capital as part of private equity.
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Source: Civitta analysis.

Venture and growth capital occupy a critical position in the company funding
escalator, bridging the gap between early-stage venture capital and more traditional
forms of private equity, such as buyouts or IPOs. It supports companies that have
demonstrated commercial viability but require substantial capital inflows to scale
their operations. Despite its strategic importance in fostering competitiveness and
innovation, venture and growth capital remain structurally lacking across the
European Union. The European Investment Bank (2024) notes that the growth stage
is persistently underserved by institutional and private investors alike. While the
ecosystem for early-stage venture investment has gradually matured in certain
Member States, the availability of large-ticket growth capital funding remains
insufficient. The deal volume in this segment has shown a positive trend in recent
years, with record levels observed in 2021 and 2022. However, approximately 6 in
10 VCs perceive scaleup financing in Europe as insufficient (EIF, 20244a).

Is venture debt part of the solution?

While equity remains the primary instrument for financing scaleups, it is important
to acknowledge the growing role of venture debt as a complementary form of
financing. In recent years, the venture debt segment in Europe has exhibited
encouraging momentum. This trend has been largely supported by policy-driven
interventions, notably through the EIB Group and national promotional institutions,
which have contributed to expanding the availability of funding options for
scaleups.

According to PitchBook Data (2025), venture debt deal value in Europe has been
growing with a 13.3% CAGR over the last five years, reaching an all-time high of
017.2 billion in 2024. Notably, 81% of the total venture debt deal value in 2024 was
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directed towards companies at the growth stage'® underscoring the instrumentis
alignment with the funding needs of later-stage innovators.

Nonetheless, the strategic use of venture debt in the European context must be
approached with caution. While it constitutes a useful addition to the funding mix,
an over-reliance on debt-based instruments could reinforce structural imbalances
in the EUis financial system. Bank-based finance already accounts for
approximately 87% of GDP in the EU, in contrast to 52% in the United States
(Deutsche Bank Research, 2024).

According to data from the European Investment Bank (2024), the supply of scaleup
equity financing in the EU continues to lag behind actual demand, particularly in
innovation-intensive sectors requiring long-term investment and substantial capital
commitments, such as cleantech or biotech.

Over the last 10 years (Figure 8), the total investment volume with venture and growth
capital fund participation has been steadily growing and reached its maximum to date
in 2021, when the value of such deals surpassed EUR 30 billion. Following a correction
in 2023, the market generally expects further growth?°,

19 PitchBook defines venture-growth stage companies as those receiving Series E or later financing
rounds. Where specific round labelling is unavailable, classification is based on a combination of
indicators including the companyis age, number of prior venture capital rounds, company maturity
status, and the profiles of participating investors.

20 Based on interviews with venture and growth capital fund representatives conducted during March
T April 2025.
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Figure 8. Value of venture and growth capital investment2 by year, EUR billion, 2014-
2024.
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Source: Civitta analysis based on Dealroom data.

Comparing the number and volume of transactions in the US, UK and South Korea,
it becomes evident that the activity level of EU-based venture and growth capital
funds remains insufficient, both in absolute and relative terms. Over the three-year
period from 2022 to 2024, the total number and cumulative value of equity
transactions involving EU-based venture and growth capital funds was broadly
comparable to that of the United Kingdom alone, despite the significant difference in
the size of their respective economies. More strikingly, EU-based fund activity was
one quarter of that in the United States during the same period.

Value of transactions as the share of GDP is also at only 0.2%, at least two times
lower than in other geographies selected for comparison (Table 4).

Table 4. Number and total value of deals (in EUR billion) in which venture and growth
capital fund managers participated by HQ location, cumulative, 2022-2024.

Average number
Total value of
Investor Number of of deals per year Value of deals
deals (EUR -~
billion) per million as % of GDP
inhabitants??

region/country deals

EU 2,040 95.6 151 0.2%

21 Transactions in which at least 1 EU venture and growth capital fund has participated sized between
15 EUR million and 250 EUR million.

22 Population figures used in this comparison are from 2024 and are based on World Population

Review. The following figures were used: EU-27 T 449M people, the UK T 69M people, US T 345M
people, South Korea T 52M people.
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Average number
Total value of
Investor Number of of deals per year | Value of deals
deals (EUR -
billian) per million as % of GDP
inhabitants??

region/country deals

UK 1,973 101.0 9.53 1.0%
us 7,543 380.6 7.29 0.5%
South Korea 544 25.3 3.49 0.4%

Source: Civitta analysis based on Dealroom, World Population Review, and IMF.

EU VC funds account for only 5% of global venture capital raised, whereas the
United States and China represent 52% and 40%, respectively (European
Investment Bank, 2024). According to a recent report by McKinsey (2025b), overall
private equity fundraising in Europe has been growing with a 6% CAGR for the last
five years, while fundraising in the US had a negative CAGR of -3%. As a result, the
share of European private equity in funds raised has increased and in 2024 stood at
nearly half the volume raised in North America, indicating a narrowing fundraising
gap.

There are about 800 venture and growth capital fund managers in the European
Union that have been active in the last 3 years (participated in at least one
transaction). The majority of them are headquartered in Western Europe, in
particular Germany, France and the Netherlands, which account for 50% of all EU
venture and growth capital funds. Venture and growth capital fund managers remain
significantly less prevalent in CEE countries, with particularly limited presence in
markets such as the Baltic States, Hungary, and Slovakia (see Section 1.3 and
Table 5 for further details).

When establishing operations on the EU-level?3, venture and growth capital fund
managers predominantly operate under the Alternative Investment Fund Manager
(AIFM) framework, with 67% holding this authorisation. For many of them, this is not
a discretionary choice, as AIFM authorisation becomes mandatory once assets
under management exceed EUR 500 million.

On the other hand, 26% of fund managers operate EUVECA funds (Figure 9).
Although the EUVECA framework offers marketing process benefits and lighter
reporting obligations, its uptake remains limited. This can be attributed to a
combination of factors, including limited knowledge of the EUVECA label and more
restrictive asset eligibility rules compared to the more established AIFMD framework.
From the interviews held with fund managers, it is also clear that AIFMD is not
typically used by sub-threshold funds that do not plan extensive cross-border
fundraising. In such cases, fund managers choose to operate as sub-threshold

23 This analysis excludes fund managers that operate based on national regulation only. While it is
clear that such nationally regulated fund managers are rather numerous, structured data on this
segment is not available.
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nationally regulated entities, understanding that after surpassing the 500 million
assets under management threshold, they will need to comply with AIFMD
requirements in any case. These factors and considerations collectively reduce the
attractiveness of the EUVECA framework for asset managers.

Moreover, 7% of fund managers are authorised as both the AIFM and EuVECA fund
managers, indicating a preference for maintaining operational flexibility across fund
types. This dual approach reflects the practical trade-offs managers make between
regulatory simplicity and strategic access to broader investor categories and
investment mandates.

Figure 9. EU venture & growth capital fund managers by fund manager legal

framework (left) and EU venture & growth capital funds by fund type (right), % of
Total, 2025%.

M APV
EuVECA

Il AIFM, EUVECA
EuSEF
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284

Source: Civitta analysis based on Dealroom data and ESMA AIF/EuSEF/EuVECA funds register.

The majority of funds are registered as alternative investment funds (81%), while
EuVECA funds take up approximately one-fifth of the analysed funds. EuUSEF and
ELTIF are rarely selected by fund managers with a venture and growth capital
investment strategy, due to their defining features (investment into certain types of
assets, often infrastructure and real estate, that might be less relevant for the studied
fund managers).

Among the selected Member States in which at least one EUVECA fund is
registered, the lowest rates of adoption of the EUVECA label, based on the legal
structure of analysed funds, are in France (2% of all funds are EuVECA) and
Luxembourg (6%) (Figure 10). Among these, the case of France warrants particular
attention as it hosts one of the largest concentrations of registered funds in the
European Union.

Fund managers in the EU often choose to establish their funds in fifund-friendlyo
jurisdictions, in particular, Luxembourg and the Netherlands. According to
interviewees, Luxembourg offers attractive and stable tax regulations and a variety of
legal forms for investment funds, which makes it the second fund domicile by AUM

24 The fund managers shown in the figure comprise only those who have patrticipated in at least one
transaction between EUR 15 million and EUR 250 million in the last 3 years, and for whom
registration data is available in the ESMA register. The data on their funds, presented on the right,
includes only those vehicles classified as pursuing a venture or growth (scaleup) investment strategy.
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globally (Luxembourg Private Equity & Venture Capital Association, 2024). However,
the majority of analysed EU venture and growth fund managers (79%) choose their
HQ country as the fund domicile, especially for EUVECA funds.

Figure 10. Structure of venture and growth capital funds® by fund type and selected
country?®, % of Total, 2024.

541 232 175 94 87 79 29 6 1 1
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EuVECA
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Source: Civitta analysis based on Dealroom data and ESMA AIF/EuSEF/EuVECA funds register.

As mentioned above, differences in national legislation, including authorisation
requirements and supervisory practices, mean that an equal distribution of EUVECA
funds across Member States cannot be expected, even before market dynamics are
taken into account. According to the ESMA funds register, 9 countries in the EU and
11 in the EEA have never had any EuUVECA funds registered, and most of these
countries are located in Central and Eastern Europe. It can be partially attributed to
the fact that there are fewer funds registered in this region overall, but it does not
fully explain the lack of EUVECA funds.

Based on the analysis of fund managers in the sample, there are some behavioural
differences between authorised AlF and EuVECA fund managers in terms of deal
size and co-investment practices. AIFMs participate more frequently in larger
transactions, with one-third of their activity allocated to deals between EUR 100
million and 250 million. In contrast, EUVECA fund managersb activity is more
concentrated in smaller deal brackets, with 43% of their transactions falling in the
EUR 15-50 million range and only 21% reaching the upper transaction tier (EUR
100-250 million). This suggests that EuVECA fund managers operate with more
modest investment capacities compared to AIFMs, as it can be expected, having in
mind the restrictions imposed by the label (in particular the requirement to invest at
least 70% into unlisted SMES).

25 The fund managers whose funds are shown in the figure comprise only those who have
participated in at least one transaction between EUR 15 million and EUR 250 million in the last 3
years, and for whom registration data is available in the ESMA register. It includes only those vehicles
classified as pursuing a venture or growth (scaleup) investment strategy

26 Germany has been marked as an outlier in the figure due to its large number of EuUVECA funds in

comparison to AIF. This can be attributed to the large popularity of domestic forms of investment
funds similar to AIF which are not presented in the figure.
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Differences in co-investment behaviour are also apparent. EUVECA fund managers
engage more regularly in co-investments (2% of transactions executed by a single
investor compared to 7% in the case of authorised alternative investment funds).
This pattern indicates that EUVECA fund managers may rely more heavily on co-
investment to access larger deals, share risk, and leverage the expertise or networks
of co-investors, potentially compensating for smaller fund sizes or more limited
institutional reach.

Hence, as things currently stand, EuVECA fund managers alone are unlikely to meet
the scale of demand for growth equity across the EU, even though they play an
important role in broadening participation in equity financing. Strengthening EU
investment capacity will likely require a combined policy focus on enhancing both the
functionality and uptake of the AIFMD framework and the continued refinement of
the EUVECA regime to better support its practical relevance and scalability.

1.3. Regional availability of venture and growth financing

The geographic distribution of venture and growth capital fund managers across the
European Union is uneven, with significant disparities in fund manager presence and
accessibility between Member States. Understanding regional concentrations is
essential for identifying structural imbalances in the provision of scaleup finance, as
local fund proximity often influences network density and the likelihood of investment
in regional scaleups.

As mentioned earlier, venture and growth capital fund managers are heavily
concentrated in Western Europe, with half of all active EU-based fund managers
located in Germany, France, and the Netherlands. This regional disparity is further
illustrated in Table 5, which shows that Central and Eastern Europe has the lowest
density of venture and growth capital fund managers, with just 0.51 fund managers
per million inhabitants, several times lower than in other regions. Northern Europe
leads in per capita terms.

Table 5. Active venture and growth capital fund managers?’ by region, 2024.

Estimated capital

Number of venture Number of fund commitment of EU

and growth capital managers per venture and growth

fund managers million inhabitants capital funds, % of
GDP
Western Europe 527 2.73 0.06%
Southern Europe 135 1.04 0.02%

27 Fund managers that performed at least one transaction during the last 3 years, as per Dealroom
data. The number of such managers is higher than present in ESMA AIF/EUSEF/EuVECA funds
register as transactions are also performed by sub-threshold, nationally regulated funds that are not
on the register.
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Estimated capital
Number of venture Number of fund commitment of EU

and growth capital managers per venture and growth
fund managers million inhabitants capital funds, % of
GDP

Northern Europe 107 4.9 0.14%

Central and Eastern

0
Europe 48 0.48 0.01%

Source: Civitta analysis based on Dealroom, Eurostat.

Western Europe dominates the EU venture and growth capital landscape, both in
terms of the number of fund managers and their maturity and activity, accounting for
67% of all capital deployed by fund managers in the EU. (Figure 11). In stark
contrast, CEE accounts for only 2%, highlighting the limited regional investor base
available to support later-stage growth.

Figure 11. Venture & growth capital deployed in the EU by source of funds (location
of the fund manager - region)?, % of Total for the EU, 2024.

Il — Western Europe
— Southern Europe
— Northern Europe

- — Central and Eastern Europe

Source: Civitta analysis based on Dealroom data.

Scaleups in the European Union rely on foreign investors to satisfy the demand for
venture and growth capital. The reliance varies across different regions, from at least
-8% of funding in Northern Europe (which means that regional supply would fully
satisfy the regional demand if there were no investments into companies outside the
region) to 39% in Central and Eastern Europe, indicating that at least one-seventh

28 The amount invested by EU investors headquartered in a given region in 2024, expressed as a
percentage of the total growth equity investment into EU companies in transactions that were
between EUR 15 million and 250 million.

40



Study of barriers to, and drivers of, the scaling-up of funds investing in innovative and growth
companies

(12%) of the capital needed in the EU is covered by funding from overseas (Figure
12).

However, these figures likely underestimate the true scale of reliance on foreign
investors, as they are based on the assumption that local investors deploy 100 per
cent of their capital within their region. In reality, a substantial share of capital from
the EU is invested abroad T 39% in 2022-2024 (see Section 1.4), meaning that the
actual shortfall in local funding is likely significantly higher (46% of demand for
funding from EU companies will be unsatisfied by EU investors if investment into
non-EU companies by EU investors is taken into account). Regional differences in
home bias further complicate the comparison, as areas with stronger domestic
investment preferences may appear better funded even if demand pressures are
similar.

Figure 12. Capital raised by investees from the region vs. capital deployed by
investors from the region (worldwide), EUR billion, 2024.
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Source: Civitta analysis based on Dealroom data.

Financing of EU-based technology companies (scaleups) is quite dependent on non-
EU funds. In only five countries, Austria, Cyprus, France, Greece and Portugal, more
than 60% of venture and growth capital is allocated by EU-based investors (Figure
13). Despite having one of the largest domestic growth capital volumes in the
European Union, 57% of investment in Germany is by non-EU investors.
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Figure 13. Share of foreign investors in total venture & growth capital allocation by
country, % of Total, 2022-2024.
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In conclusion, the distribution of venture and growth capital fund managers and their
capital allocation within the European Union remains highly uneven, with significant
concentration in Western Europe and very limited representation in Central and
Eastern Europe.

1.4. The collaborative investment practices

It is seen in the data that EU-based fund managers, but also their peers in other
markets, are challenged to independently fund their investments. It seems that the
market has found a solution in co-investment, and it is a very widespread practice.
Based on the sample of transactions reviewed, in 2024, the average number of
investors in a transaction supported by an EU-based venture & growth capital fund
manager was 5.9. This is a higher level when compared to the sample of
transactions in the EU featuring foreign investors T 3.9. This also results in a smaller
average commitment size of European venture and growth capital fund managers
per transaction.

The collaboration is viewed as practicable: 35% of EU-based PE funds report that it
is relatively easy to find co-investors (European Investment Fund, 2024a). VC funds
see finding co-investors as a somewhat greater challenge T only 21% consider it
easy; but, like PE funds, they remain optimistic: 33% of VC and 40% of PE
respondents believe it will become easier in the future (Botsari & Lang, 2024).

Co-investment practices in European venture and growth capital exhibit some
variation across different transaction sizes. In smaller deals, syndication is prevalent,
with multiple investors pooling resources to diversify risk and leverage collective
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expertise. According to Invest Europe (2025d), in 2024, 89% of transactions were
co-investments by their value in VC, and 63% were co-investments in growth capital.
Christopoulos et al. (2021) also point out that nearly 80% of European venture
capital deals are syndicated, involving more than one investor. In some instances,
syndicates include up to 24 investors. However, even as transaction sizes increase,
the prevalence of co-investment remains broadly consistent (Figure 14). Based on
the analysis of the sample, larger transactions tend to be co-invested more often with
non-EU investors, while transactions with co-investors only from the EU are
statistically significantly smaller.

Figure 14. Breakdown of deals by size and number of investors, % of Total value,

2022-2024.
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Source: Civitta analysis based on Dealroom data.

The frequency of EU fund managers engaging in co-investment is comparable to the
UK T 92% of transactions backed by UK fund managers were co-investments in
2024 (vs. 91% in the EU). On average, EU fund managers co-invest more with other
EU-based entities than UK fund managers do with other UK-based peers T almost all
co-invested transactions in the UK (91% in 2024, vs. 78% in the EU) involve non-UK
investors. In the US, the overall level of co-investment is similar to the UK and the
EU, indicating that collaboration is the industry standard (87% in 2024). However,
there is significantly more intra-US co-investments T 27% of deals are co-
investments with domestic entities, as opposed to 60% of total being represented by
co-investments with foreign players.

Based on other studies, co-investment is influenced by considerations of deal size
(investment needed), location and investor reciprocity (Fenn et al., 1995). The
prevalence of co-investment in venture and growth capital is not surprising, as fund
managers often have restrictions on the share of their fund that can be invested in a
single deal. Location of the investee is also a usual consideration as foreign fund
managers strive to use local knowledge, and the network of fund managers located
in the same domicile as the target. Finally, based on interviews, syndication
increases the overall reciprocity between fund managers, improving access to a
profitable pipeline in the future: EU fund managers may get warm access to the
deals on the table of US fund managers as a return of favour, or vice versa.
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Provided that foreign investors may also be lead investors responsible for forming
and negotiating the terms of the syndicate and performing the largest share of due
diligence, EU fund managers could potentially also benefit from sharing these
responsibilities.

1.5. Where do EU venture and growth capital funds invest?

The investment strategies of EU venture and growth capital fund managers
significantly influence the European innovation landscape, determining which
startups and scaleups receive essential capital for development. Examining the
geographical allocation of these investments reveals patterns of capital flow,
highlighting regions that attract substantial funding and those that may be
underserved.

Cross-border investments are a prominent feature of the European venture and
growth capital environment, characterised by two main trends.

Firstly, European scaleups frequently attract non-EU investors, notably from the US
and UK. Studies and interviews with fund managers show that more complex deals
are often facilitated by non-EU investors because they are more experienced in
larger transactions. On the other hand, the involvement of EU-based co-investors in
these transactions is beneficial, as it contributes to the development of local fund
managers' competencies and strengthens the regional investment ecosystem.

Secondly, EU venture and growth capital fund managers often invest beyond
European borders. More than a third of deals EU investors participate in are
transactions outside the European Union, with the US and the UK being the most
frequent investee countries in the last 3 years. Interviews indicate that EU investors
rarely lead these deals but tend to follow non-EU investors. Several potential
reasons are being mentioned in interviews, including sometimes a more favourable
environment for foreign investors in non-EU countries, especially for some of the
verticals (such as less regulated Al business models), non-EU LP mandates, more
attractive targets or better exit opportunities.

EU fund managers might also be investing in foreign companies that would like to
establish a presence in the EU (Makela & Maula, 2005) and companies that have
already relocated from the EU. Relocation is somewhat common among EU-founded
scaleups, with 12% of scaleups relocating outside the region (EIB, 2024). However,
therels no evidence that they continue targeting EU venture & growth capital fund
managers for investments. Easier access to venture & growth capital fund managers
is usually the main motivating factor to relocate, as well as better opportunities for
IPOs (EIB, 2024).

Investors from France and Germany play a pivotal role in the venture and growth
equity landscape of the European Union, collectively contributing a substantial
portion of the total investment volume (Figure 15). This reflects their strong financial
markets and comparatively more mature ecosystems that attract both domestic and
international investors. However, when adjusting for population size, other countries
such as the Netherlands, Denmark, and Belgium also stand out as active markets,
displaying a level of investment activity that exceeds what might be expected based
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on their market size alone. Overall, the ten countries?® selected for deeper analysis
in this study collectively account for nearly 80% of the total investment volume in the
EU.

Figure 15. Left - Investor perspective: Top 5 EU countries by source of funds
(worldwide deals with at least 1 EU venture & growth capital fund), EUR billion, 2022-
2024.

Right - Investee perspective: Top 7 countries by recipient (worldwide deals with at
least 1 EU venture & growth capital fund), EUR billion, 2022-2024.

3.8
;0 Germany uj s
France 37 3.1 2023
I  ; . 2024
France — 4.1
34 o '
Germany 2.1 Netherlands 1.3
I - i
1.5
16 Sweden 0.6
Wos
Netherlands 1.9 13
_ 1.5 Spain 07
Hos
07
Denmark 0.6
o0
11
United States 6.4
15 I, o 4
Sweden 0.8 38
- 0.9 United Kingdom _1.292

Source: Civitta analysis based on Dealroom data.

It might appear as though EU investors dedicate a substantial amount of capital to
investments outside the EU (EUR 9 billion and 2 billion in the US and the UK, as
shown). However, the already discussed co-investment practice means that the
actual contribution is lower. Indeed, when examining estimated capital contributions
of EU venture and growth capital fund managers in the deals studied, the relative
allocation to the EU is much higher, around two-thirds of all capital contributed by the
EU venture and growth capital fund managers. The remainder is predictably invested
at large into scaleups from the United States (24%) and the United Kingdom (10%)
(Figure 16).

A large volume of investment stays within the EU regions: for instance, a large part
of the flows from Western Europe are retained within Western Europe (54%), with
only a small part directed to other regional ecosystems, especially those viewed as
underserved T Southern Europe and CEE. Scaleups from Germany, France and
Spain have received the most cross-border investment (including investment from
outside the EU) in 2024.

29 Germany, France, Netherlands, Sweden, Italy, Spain, Poland, Estonia, Bulgaria and Luxembourg
were selected for a more detailed analysis.
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Figure 16. Estimated capital commitments to transactions by EU venture and growth
capital funds by HQ region of investors and investees, % of Total value for region
(EUR billion), 2024.
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Source: Civitta analysis based on Dealroom data.

The level of intra-EU cross-border activity is relatively high, as around 80% of
transactions analysed had at least one non-domestic investor. However, pure cross-
border investment without domestic co-investors remains scarce, most likely due to
unfamiliarity with differing regulation and market conditions: 43% of VC investors cite
lack of foreign market knowledge as their biggest challenge (EIF, 2024a).

Most active EU cross-border investors come from the most active venture and
growth fund markets T Germany, France, the Netherlands, Sweden and Denmark.
Together, investors from these countries accounted for 68% of the total cross-border
capital contributed by EU investors during the period. Non-domestic vs domestic
investment activity shares vary; while investors from France invest only 30% beyond
France, Danish funds invest as much as 75% outside of Denmark (Figure 17).

Figure 17. Top 5 cross-border investor locations among the EU countries in the
sample studied, EUR billion, 2022-2024.
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Source: Civitta analysis based on Dealroom data.
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While it is not straightforward to compare cross-border activity in the EU to other
regions due to a more uniform nature of the benchmarked markets, data on
investments beyond the domestic ecosystem can be compared. Perhaps even more
than EU investors, UK investors actively explore other markets for attractive deals,
with a high amount of cross-border activity observed. In 2024, 80% of transactions in
which UK VC funds participated were in non-UK targets. On the other hand,
transactions with US fund participation remained predominantly domestic, with only
34% of non-US transactions in 2024. This puts the 45-55% on non-EU investments
into perspective, being an in-between result.

Looking at the global breakdown, EU-based companies have attracted around one
third of all cross-border investment during 2022-2024, 43% went to the US and 9%
to the UK-based companies; other countries (most notably, Switzerland and Israel)
have received the remaining 16% (Figure 18).

Figure 18. Top destination countries for cross-border investment (left) and share of
main destination regions (right), EUR billion and % of Total, 2022-2024.

66.5
2022
. 1M1 U
United States 6.4 2023 USA
I, o 2024
L UK
3.8 Other
United Kingdom 1.9
. 22
2.5
Germany 1.6 43%
i 20
2.3
France 1.2
Moo
1.0 16%
Spain 0.3
' 0.3 2022-2024

Source: Civitta analysis based on Dealroom data.

Overall, the investment patterns of EU venture and growth capital fund managers
highlight both the strengths and limitations of the current ecosystem. While most of
the capital remains within the EU, many transactions occur outside its borders, often
in non-lead positions in syndicates with non-EU investors. This reflects the global
orientation of scaleup financing. At the same time, intra-EU investment activity is
highly concentrated among a small number of Member States in Western Europe
(Figure 19), suggesting limited regional spillovers.
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Figure 19. Top destination countries for cross-border investment in the EU, % of
Total, 2022-2024.

Germany

Other
32%

Netherlands

8%
Denmark

Sweden France

Source: Civitta analysis based on Dealroom data.

1.6. Who funds EU startups and scaleups?

The second data sample was created to analyse investment into EU-based
innovative and high-growth companies, regardless of investor origin, based on a
dataset of transactions where the investee company is an EU-based entity, with the
transactions of the size associated with the growth stage (EUR 15-250 million)
during 2022-2024. The total volume of venture & growth stage capital deployed in
the EU, as well as the role of non-EU investors, can be assessed.

Around two-thirds of venture and growth stage deals in the EU had at least
one EU-based investor involved. Despite the large share of EU investor-supported
transactions, foreign investors lead quite many of them (20% in value in 2024). This
indicates that foreign investors are not only interested in investing in the EU market,
but also often take a proactive role. Among foreign-led transactions that included EU
investors, 42% were in the EUR 15-50 million range, 33% ranged from EUR 50 to
100 million, and the remainder exceeded EUR 100 million.

Figure 20. Deals breakdown by source of funds in selected countries by value, % of

Total, EUR billion, 2024.

6.5 6.0 3.8 3.0 21 20 0.2 0.2 0.1

Unknown 10% %
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33% - o e
Only non-EU | 28% 19%
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o
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Source: Civitta analysis based on Dealroom data.
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Among the 10 countries selected for deeper analysis, Estonia, Poland, Italy and
Spain have the highest proportion of transactions by non-EU investors (Figure 20).
From a regional perspective, Southern Europe has the largest share of non-EU
capital deployed (Figure 21).

Figure 21. Deals breakdown by region (investee location) and source of funds, % of
Total, EUR billion, 2024.

M EU investment EU + Non-EU co-investment Non-EU investment Unknown

Western Europe 24% 13% 188
Southern Europe 34% 15% 6.2
Northern Europe 15% 31% 56
Central and Eastern Europe 29% 18% 1.2

Source: Civitta analysis based on Dealroom data.

Non-EU investors tend to focus on larger deals, with 59% of their capital allocated to
transactions sized EUR 100-250 million. In contrast, only 48% of the deal value
involving only EU-based investors falls within this range (Figure 22).

Figure 22. Comparison of EU investor activity in the EU (left) and only non-EU
investor activity in the EU (right), % of Total, EUR billion, 2024,

8.7 7.7

24%

15-50 33%

50-100

100-250

Only EU investors Only non-EU investors

Source: Civitta analysis based on Dealroom data.

EU countries with large technology ecosystems T Germany, France, and Spain -
attract the highest interest from foreign investors (Figure 23). The top 5 countries
presented in the figure below accounted for 65% of the total capital deployed by non-
EU investors.
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Figure 23. Top 5 investee countries (by HQ location) in the EU attracting non-EU
investments, EUR billion, 2022-2024.

2.0

18 1.8 2022

Germany France Spain Ireland Netherlands

Source: Civitta analysis based on Dealroom data.

Transactions in the EU backed solely by foreign investors involve a much smaller
investor group T on average, just 2 participants T compared to 6-7 investors in
worldwide deals involving EU venture and growth capital funds. This indicates that
foreign investors tend to engage in EU transactions more independently.

A third of the deals involving a single non-EU investor are backed by corporate
investors (Figure 24). The role of non-EU corporate investors has increased, with the
total investment volume from this type of investor increasing on average by 17%
(CAGR) over the last 3 years. 70 per cent of the corporate investorsi commitment, by
value, is dedicated to deals within the EUR 100-250 million range, primarily in
Germany, Spain and Ireland.

Figure 24. Breakdown of the value of only non-EU deals with 1 investor by investor
type, EUR billion (% of Total), 2022-2024.

6.2
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Source: Civitta analysis based on Dealroom data.
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The largest non-EU investors in the EU are headquartered in the US (51%) and the
UK (21%); among other non-EU investors, the majority originate from Switzerland

(5%), China (3%), and Canada (2%), of the total deal value during the 202272024
period.
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2. Institutional investor activity

Institutional investors play a critical role in shaping the depth and direction of private
capital markets. While venture and growth capital are widely recognised as essential
to the EUis long-term competitiveness, particularly in fostering innovation, industrial
renewal, and strategic autonomy, the participation of institutional investors remains
driven by financial considerations. Their core mandate is to deliver stable, risk-
adjusted returns for their beneficiaries, rather than pursue EU policy objectives. This
seems to limit their willingness to allocate capital to segments of the market
associated with venture and growth capital, unless return expectations are justified.

From an institutional investor standpoint, venture and growth capital funds are
considered as possible components of the alternative investment portfolio, each with
specific characteristics. Venture capital is typically seen as a high-risk, high-return
strategy, offering exposure to frontier innovation but with considerable illiquidity and
volatility. It is therefore more suitable for investors with long-term horizons and higher
risk tolerance. Growth private equity, by contrast, is perceived as relatively more
stable and lower risk, targeting businesses with proven models and revenue traction.
It tends to offer more predictable returns and is attractive to a broader range of
institutional investors seeking capital appreciation with downside protection.

Both segments provide diversification benefits and can be blended into portfolio
strategies based on institutional preferences and mandates. It also needs to be
mentioned that in the case of growth stage financing, the distinction between later
stage VC investments and growth PE is becoming increasingly blurry as both PE
and VC funds might target similar companies for their portfolios within the growth
stage.

The ability and willingness of institutional investors to commit capital to venture and
growth strategies vary significantly across the EU. This reflects differences in
national financial system maturity, accumulated institutional wealth, institutional
investor familiarity with the asset class, and long-standing policy frameworks related
to sovereign asset management, pension fund design, and household investment
incentives.

These decisions are further shaped by the regulatory environment. EU-level
prudential rules impose capital, liquidity, and risk management constraints that can
restrict allocations to less liquid asset classes. In addition, Member States retain the
authority to impose stricter national rules or investment limitations. As a result, the
EUis institutional investment landscape is a patchwork of regulatory and structural
conditions that shape the availability of long-term capital across regions and sectors.

2.1. The importance of institutional investor activity in
growth financing

This section gives an overview of investments of European institutional investors into
the alternative asset class more generally, further narrowing down to allocations to
venture and growth fund segments.
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Small allocations to alternative asset classes in Europe: This broad class
includes private equity/venture capital, real estate, infrastructure, private debt and
hedge funds. Alternative investments are characterised by their illiquidity, complex
structures, and less established regulatory oversight compared to traditional
investments of traded stocks, bonds and money market instruments. Due to illiquidity
and complexities, allocations to this class are both more regulated and treated with
more caution by investors themselves.

Investment in alternative asset classes remains more limited in Europe, compared to
the US, a finding that is well documented by numerous studies and industry reports.
In 2023, European alternative investments totalled EUR 7.7 trillion, far behind the
total stock in the US. With annual total savings capacity in Europe surpassing the
levels in the US, it indicates a somewhat more conservative asset allocation (Figure
25).

Figure 25. Comparison of investments into alternatives in Europe and the US, 2023.

7.7 20.8

EUR trillion

EUR trillion
el

Source: EFAMA, 2024; U.S. Securities and Exchange Commission, 2024.

Based on the EFAMA report (Figure 26), EUR 7.7 trillion invested into alternative
assets by the end of 2023 accounted for 26% of total assets under management.
Private equity3° comprised 12% of that segment, or only approximately 3% of total
AuM. Within this volume, assets managed on behalf of institutional investors
accounted for 69% (EFAMA, 2024).

30 EFAMA defines Venture Capital as one of Private Equity strategies.
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Figure 26. Asset allocation in the European fund management sector at End-2023,
Share in Total AuM, %3
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Source: EFAMA, 2024.

Although the share of alternative assets in total AuM remained stable at around 25-
26%, the absolute volume of investments into alternatives increased solely due to
the overall expansion of total AuM, from EUR 23 trillion in 2018 to EUR 30 trillion in
2023. This growth resulted in approximately EUR 2 trillion more being allocated to
alternative assets, despite no change in their proportional weight (Figure 27).

Figure 27. Asset allocation trends in Europe, %, 2018-2023.
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AuM in Europe,
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Source: EFAMA, 2024.

During the same period (Figure 28), fundraising in private equity had been growing
by 2% annually on average, with the growth and VC segments expanding at a faster
pace, averaging annual growth rates of 10% and 11% respectively over the period.

31 Figure includes assets of pension funds and insurance companies only where these are delegated
to external asset managers. Assets managed internally by these institutions are excluded from
EFAMAIs reported AuM total.
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Figure 28. Incremental amount raised during the year, EUR billion, 2018-2024%,

Il Venture Capital [ Growth [l Buyout Mezzanine Generalist 195
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Source: Invest Europe, 2025a.

It can therefore be seen that venture capital and growth3? are not the dominant
strategies behind the more traditional buyout-focused PE funds.

The role of institutional investors: With private equity in general and venture
capital activity as one of its segments falling under regulation applicable to
alternative investment funds, only professional investors are eligible to invest in this
asset class. Therefore, the role of institutional investors is essential.

When examining allocations to private equity activity in Europe (

Figure 29), no single institutional investor segment dominates. However, the data
reveals clear differences in the level of engagement across investor types. Venture
capital funds in particular rely more heavily on National Promotional Institutions,
which accounted for 25% of total capital raised, substantially above their share in
growth funds and the overall private equity, and stand out in the overall context. In
contrast, FOF & other asset managers represent the largest investor group in private
equity overall (27%), but their role is less pronounced in venture capital funds (16%)
and growth funds (17%). Growth funds display an investor structure that is more
consistent with the overall private equity market, albeit with a greater reliance on
NPBIs and corporate investors.

32 Mezzanine finance and its relevance for scaleups T Mezzanine financing is occasionally used by
companies at post-Series B/C or pre-exit stages, particularly in capital-intensive sectors like B2B
Saa$S and manufacturing.

33 Based on the definition of Growth strategy as applied in Invest Europe, broadly coinciding with
Growth Private Equity segment in the scope of this study.
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Figure 29. Funds raised by investor type (incremental amount raised during the year -
% of total amount), 202434,
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Source: Invest Europe, 2025a.
Who is investing more?
Between 2019 and 2024, the composition of capital in venture and growth funds

shifted notably. In VC and growth PE fundraising, NPBIs expanded their share,
indicating continued reliance on public sources of capital in Europe.

Public capital as a countercyclical force

Public actors, particularly NPBIs, played a central role in shaping fundraising
dynamics during this period. Their share grew markedly in 2023, counteracting a
downturn in private market activity. This surge of public capital acted as a
stabilising force, helping to sustain capital flows amid economic uncertainty.
However, NPBI participation declined again in 2024 as private investment
rebounded, underscoring the cyclical nature of public engagement in the market
(Figure 30).

34 According to Invest Europe, FoF is private equity fund that primarily takes equity positions in other
funds.
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Figure 30. Left: Incremental amount raised during the year, EUR billion, 2018-2024.
Right: Share of NPBIs in venture and growth capital
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Source: Invest Europe, 2025a.

Corporate investors have also expanded their role, especially in growth equity; their
share increased from 3.5% in 2019 to 6% by 2023 and 12% in 2024, indicating a
steady upward trend.

Meanwhile, pension funds and insurance companies (the institutional investor

groups with the deepest capital reserves) remain somewhat reserved. Pension funds

show only a slight increase in venture capital participation and a notable decline in

growth equity, while insurance companies have sharply reduced their involvement in

VC (Figure 31).

Figure 31. Institutional investment structure shifts in venture capital and growth funds
in Europe, 2019-2024.
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Source: Civitta analysis based on Invest Europe, 2025a.

Persisting caution reflects broader institutional conservatism and reluctance to adapt
to new asset classes or to bring specialised talent capable of navigating complex
and innovation-driven investment landscapes®®. These structural limitations stand in

35 See Section 3 (

Scaling strategies of the venture & growth capital funds
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1.1. Drivers and barriers to consolidation of EU venture
and growth capital fund managers

Over the last 15 years, various forms of collaboration T softer forms like syndication,
middle-of-the-road solutions like long-term strategic partnerships, and full
consolidation through acquisitions or mergers (M&A) T among fund managers in the
EU have been used as business development strategies. This section outlines and
illustrates both drivers and trends in collaboration and consolidation among fund
managers, as well as barriers that fund managers face when engaging in such
activities.

Considering collaboration among fund managers more broadly, data analysis and
interview evidence suggest that particular forms of collaboration, such as syndication
or partnership, occur frequently in the EU and globally, at an individual transaction
level. These mechanisms for pooling capital have allowed EU-based funds to
create larger tickets, access more advanced funding rounds and provide
access to deals in new geographies and segments that would not be otherwise
reachable, as discussed in previous sections. Multiple interviewees refer to
syndication as a strategy to implement routinely, especially by smaller, less
experienced VCs.

Following several successful co-investments, some fund managers choose to
deepen collaboration by choosing a middle-of-the-road solution, acting as serial co-
investors and partners, sometimes establishing non-equity joint ventures or other
forms of strategic partnerships for the co-investment purposes, usually implying
consistent deal flow and knowledge-sharing with little to no integration beyond these.
The two broad barriers to such forms of co-investment pointed out during the
interviews were 1) the increased complexity of negotiating the deal structure and 2)
the increased complexity of managing investments during the holding period, as the
complexity of company boards increases alongside the number of investors. Despite
these barriers, such forms of collaboration remain popular.

While it may seem natural to expect consolidation of smaller funds facing cost and
competitive pressures both in fundraising and deal flow, the data shows that more
integrated forms of consolidation among fund managers are rather rare in the
venture and growth capital industry. Globally, the number of consolidation cases
among asset managers (all types, including PE) has been growing over the last
decade and peaked at 75 deals in 2022, after slightly declining to 69 deals in 2023;
however, this trend does not translate to deals among venture and growth capital
funds (PE fund managers at large). In 2023, there were only 10 consolidation deals
involving PE fund managers, consistent with the level recorded in 2023 (Figure 44).

In fact, in more mature and consolidated ecosystems like the US, there is some

evidence for the opposite trend: there are some signs of unbundling of large imega-
fundso after a phase during which the local market remained relatively consolidated,
whereby partners depart to establish boutique funds to leverage their network. This
speaks to the fact that benefits from consolidation may not outweigh the freedom of
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decision-making and individual returns for the individual fund managers. Personal
motivation is key in view of a bigger responsibility for the success of the fund of an
individual fund manager and, subsequently, a proportionally larger carried interest
distribution (Chronograph, 2024).

Figure 44. Number of M&A deals among PE and funds with other strategies globally,
2018-2023.

" |M&A deals among other funds

75
[l V&A deals among PE fund managers

69
54

65
37 59
36

31

26

30
23 14

2018 2019 2020 2021 2022 2023

Source: Woodman, A., 2023; Hamlin, J., 2023.

Following the global trend, consolidation at the fund management company level
T fund manager M&A T remains rare in the European venture and growth
ecosystem. Only 9 cases of venture and private equity fund M&A deals involving
some degree of merging operations have been identified between 2010 and 2024
where an EU-based target was involved (Table 8). It is observable from the
consolidation sample that the merging fund managers are usually already large: no
acquirerts or partnership leader fundis assets under management were below EUR
900 million, and no target fundis assets were below EUR 100 million at the time
preceding the transaction. In addition, all intra-EU instances of consolidation
included both fund managers from the same jurisdictions T no EU cross-border
mergers took place between 2010 and 2024. In three instances, an EU-based fund
management company was acquired by a non-EU player.

Table 8. Fund M&A deals with an EU-based target, 2010-2024.

F1 AuM | F2 AuM .
Fund Fund u u FM1 FM2 Transaction

EUR EUR Countr Countr type
billion | billion y y yp

Manager 1 Manager 2

Molten Strategic
Early Bird VC 1.4 2 2024 UK Germany Partnership /
Ventures
Merger
General La Famiglia
22 0.3 2023 us G M
Catalyst VC ermany erger
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Source: Civitta analysis based on Mergermarket database, Pitchbook database.
1.1.1. Drivers of fund managers consolidation through M&A

Existing studies on the drivers and barriers to the fund manager M&A are relatively
scarce. Those reviewed emphasise, on the one hand, diversification and, on the
other hand, efficiency improvements as key drivers for funds to engage in M&A
(Capolaghi, 2024).

Firstly, fund managers may acquire other funds to achieve diversification in asset
classes, geographies, customer channels and services without needing to build the
expertise or function from zero. As a result of diversification, combined and larger
funds should have enhanced ability to navigate market fluctuations and to seize
emerging opportunities across multiple verticals, as well as be better prepared to
offer follow-on investments. As a result, such diversified funds might hold more
appeal for potential LPs with a promise of larger returns.

Diversification through geographic expansion appears to be the primary driver
behind acquisitions of EU-based fund managers by their foreign counterparts, as
firms seek to establish a permanent footprint within the European market.

Case study T Gaw Capital acquisition of C2 Capital (Iberian Property, 2023)

Main rationale: Expanding geographic footprint to the EU; diversifying strategy to
venture capital.

After its acquisition of the Portuguese VC firm C2 Capital in 2023, Hong Kong-
based private equity and real estate firm Gaw Capital has announced plans to
invest between EUR 200-300 million in Portugal.

Prior to the acquisition, C2 Capital was supporting internationally competitive
Portuguese companies in industries such as life sciences, biotechnologies, and
other commercial and industrial sectors, particularly those with high R&D intensity.
Its typical investment ticket size was around EUR 10 million. This continued with
the help of Gaw Capital, using its network to help C2is portfolio companies
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expand their distribution network globally. At the same time, Gaw brought their
global expertise in corporate growth and real estate development to Portugal.

Beyond venture capital, Gaw Capital has leveraged its presence in Portugal to
expand its core real estate business. As a result of the merger, both companies
retained their brand identity.

Diversification through new strategies expansion is frequently realised through
talent acquisition, potentially instrumental in eliminating the need to build the team
from scratch in the case when, for instance, a private equity firm wants to acquire
capabilities in venture capital. By acquiring teams with a proven track record in the
target strategy, fund managers can accelerate their market entry, guarantee the
upstream or downstream dealflow for follow-on investments and mitigate risks
associated with launching new funds.

Case study T Siparex Group acquisition of XAnge (La Banque Postale & Siparex,
2015)

Main rationale: Strengthening the international presence of a combined entity;
diversifying strategy to venture capital.

The acquisition of XAnge by Siparex in 2015 was driven by a goal to strengthen
firmsi international presence and broaden service lines in VC and mid-market
private equity investments. Siparex has identified XAnge as the acquisition target
after a co-investment deal in which fund managers participated. Siparex, with EUR
1.2 billion in AuM, specialised in financing SMEs and mid-tier companies, while
XAnge brought expertise in innovation and technology investments,
managing EUR 315 million at the time of the merger. As a result of the merger,
both companies retained their brand identity. The merger strengthened its
combined international presence, with a joint entity operating across France,
Germany, ltaly, Spain, and North Africa

Secondly, general operational efficiency could theoretically be a consolidation
rationale for smaller investment yrms that must bear the costs of operations and
compliance as they adhere to fragmented and evolving regulatory standards.
Sometimes, M&A with another fund manager could be a solution to ease the burden,
potentially allowing the achievement of economies of scale. However, in practice,
the potential for cost synergies among fund managers often remains limited,
considering that most operational and administrative costs aggregate on a per-fund
or per-portfolio company basis (for instance, staff needs, fund marketing costs,
supervisory fees, reporting requirements). In addition, potential efficiency savings
may not outweigh the cost of the merger and post-merger integration. More broadly,
cost pressure is not the main concern for the EU-based fund managers, who
generally can sustain their operations from the market-standard level of
management fees. At the same time, some savings on fixed costs (e.g., IT systems,
office costs) or knowledge investments (e.g., understanding the legal environment in
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a new investment jurisdiction or the impact of a new EU regulation) may be realised
successfully.

Case study T CapMan acquisition of Norvestia (CapMan Annual Report, 2016;
CapMan Plc, 2017)

Main rationale: Capturing cost synergies; diversifying strategy to private equity
growth investments.

CapManis acquisition of Norvestia in 2016 strengthened its position in the
Northern European PE market by expanding its investment strategy. The
expansion bridged the gap between VC and buyout investment funds managed by
CapMan before the transaction, allowing them to enter the growth segment.
The acquisition increased the growth investment capacity to approximately EUR
200 million.

According to the acquirer, the acquisition generated cost and financing synergies,
with estimated annual savings for the combined entity exceeding EUR 3 million
against a combined operating cost base of EUR 5.4 million at the time of
acquisition, (~56%), due to removing overlapping operations, lower fixed costs,
centralised administration and reduced financial costs, among other factors.

As a result of the acquisition, the Norvestia brand was fully absorbed by CapMan
on the grounds of having stronger recognition in the Northern Europe market.

1.1.2. Barriers to fund managers consolidation through M&A

Barriers to consolidation through fund manager M&A arise from a range of
regulatory, legal, and tax considerations, but, perhaps most importantly, soft
strategic considerations. These can emerge at various stages of the process, from
the initial assessment and planning of a transaction, through the submission of
notifications to competition authorities, to the integration of operations and ongoing
post-merger fund management (Figure 45).

Figure 45. Overview of the fund manager M&A process.
Source: Civitta analysis.
Multiple barriers surface already at the pre-merger planning stage, with the fisoftero
barriers featuring prominently in the interview evidence. Multiple fund managers
interviewed point to the overly subjective valuations of the assets involved in the
acquisition of a VC fund manager as a barrier to M&A. Firstly, because of
fluctuating valuations of early-stage companies, it is rather difficult to arrive at a fair
price for the VC portfolio companies, putting the acquirer in a precarious position. In
addition, it is even more challenging to estimate the value of the investment team
and their expertise, which is arguably another important asset. At least with respect
to the ease of determining the target portfolio value, consolidation in the growth
private equity space is more attractive.

When discussing regulatory aspects that may influence initiating and conducting the
fund manager M&A, the AIFMD full authorisation threshold of EUR 500 million may
act as a disincentive for smaller fund managers to increase assets through
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consolidation. This may occur, on the one hand, due to the unwillingness to undergo
the licensing process and face additional burden of reporting and governance
requirements and, on the other hand, due to the additional risks introduced if the
merger process and post-merger integration coincide with authorisation and
operational changes.

A broad regulatory & legal concern is related to the lack of a dedicated regulatory
framework for AIFM and AIF mergers, which may become an obstacle at the
approval and execution stages. Unlike the UCITS framework, which provides a
harmonised procedure for fund mergers, the AIFMD does not include specific
provisions addressing the regulatory treatment of such operations. As a result, the
supervision and authorisation of AIFM or AIF mergers are left to national legislators
and, ultimately, to supervisors, who apply national rules and practices on a case-by-
case basis. This fragmented approach can create inefficiencies and delays,
particularly in cross-border transactions, and may hinder consolidation in the AlF
market.

In addition, these regulatory, legal and tax barriers may become an obstacle during
the merger execution process, based on the existing literature:

0 Lack of guidance on the supervisory jurisdiction (in particular, in Directive
2017/1132) that overrides others in the case of a cross-border merger that
retains subsidiaries in several jurisdictions, with implications for reporting
requirements, applicable fees and structure of fund operations.

O«

Uncertainty about taxation (capital gains, carried interest taxation) applied
to the newly established cross-border fund manager in the case of cross-
border M&A due to the risk of double taxation and/or unfavourable tax
treatment and risks of volatility of tax rules (PwC Luxembourg, 2024).

0 Complications related to banking procedures impacting the process of
combining assets; this is particularly relevant for financial institutions such as
funds, as asset consolidation, especially cross-border, often requires
restructuring banking relationships and fund flows, delaying capital
deployment and integration (Vistra, 2025).

O«

Diverging national accounting principles can affect and delay financial
consolidation and complicate operating principles (Vistra, 2025).

Interviews held with fund managers who underwent consolidation prove that the
actual integration of fund manager entities faces many uncertainties,
especially when the transactions are cross-border. Interviewees refer to the
above barriers and other problems, such as combining entities with different legal
forms, uncertainties in portfolio valuation and risk assessment approaches
prescribed to a combined entity, and integrating two sets of LPs on both sides
of the transaction, which cause fund managers to doubt their ability to reap benefits
from combined operations. Since the key barriers predominantly apply to cross-
border setups, this may also account for the predominantly domestic nature of EU-
based transactions, with firms merging or acquiring peers within the same Member
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State. Similar findings were indicated by research into UCITS funds, concluding that
regulatory, operational, and market-specific barriers continue to limit consolidation
efforts in UCITS funds (EFAMA, 2025).

At the post-merger stage, culture integration may be an even more important factor
than formal integration, according to interviewees with experience in consolidation.
Frequently, consolidation can be felt years after the transaction because of the
difference in corporate cultures. It may be challenging to obtain a successful
combination of strategy and brand for the merged entity, especially in the case of VC
funds, which are reliant on expertise and networks of individual fund managers, both
of which directly translate into fund strategy. Due to this having an outsized impact
on the investment team, post-merger integration may be an extremely difficult
process for venture and growth capital fund managers. If unsuccessful, it may result
in key personnel departing due to the cultural clashes, which often contradict the
very purpose of the acquisition.

From a broader point of view, VC acquisitions are unattractive due to overly
subjective valuations of the target firm portfolio, according to interview insights. As a
result of fluctuating valuations of early-stage companies, it is difficult to put a fair
price on the VC firm, putting the acquirer in a precarious position. It is even more
challenging to measure the impact of the team and their expertise, which is, as
mentioned, an important asset. These two factors further decrease the attractiveness
of VC acquisition. On the other hand, consolidation in the growth private equity
space is perceived as somewhat more attractive due to more easily valued portfolio
and more easily identifiable skKills.

Overall, data analysis and interview insights show that, in practice, fund
manager M&A has been a relatively rare occurrence over the past decade in
the EU. Being mostly a tool to realise specific business development strategies
(geographic or vertical expansion), more characteristic of larger funds and providing
limited benefits to smaller funds, consolidation through M&A is not top-of-mind
among EU-based fund managers. Fund managers interviewed believe that, rather
than scaling through M&A, the successful implementation of a consistent investment
strategy and value creation in the portfolio companies are key to superior returns,
which may result in gaining LP trust and fundraising larger amounts. They see those
processes as mostly dependent on the competencies of individual investment
managers that are less subject to scale and may be destroyed by an unsuccessful
merger leading to the loss of talent, for instance. At the same time, cost pressure is
not the main concern for fund managers, as the potential for synergies remains
limited in comparison with the cost of M&A itself and post-merger integration.

1.2. Alternative ways to reach scale

As discussed in the previous section, consolidation is not the main strategy fund
managers use to scale in the EU. However, alternative approaches are used by
venture and growth fund managers to increase AuM, expand investor reach, and
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enhance operational efficiency across successive fund vintages. Some of the
important markers of successful scaling are organisational adjustments: expanding
investment teams, enhancing governance structures, refining value-creation
capabilities to expand deal flow and more complex transactions. Exploring these
strategies is essential for understanding how fund managers evolve from launching
their first funds to becoming established players in the EU venture and growth capital
ecosystem.

Having in mind the purpose of this study, this section is focused on mechanisms that
improve the chances of growth-stage companies being funded. (Scalingj, therefore,
will refer to the expansion of growth-focused funds or fund managers specialised in
other strategies entering or significantly increasing AuM dedicated to growth
strategies.

The context for the scaling discussion is positive: the number of growth stage-
focused funds in the European Union has been growing over the past 2 decades
(Figure 46), and since 2021, nearly 300 funds have been raised. While some of
these funds are raised by first-time managers, many more represent fund managers
scaling their presence in this space.

Figure 46. Number of growth strategy-focused funds (VC and PE) in the EU grouped

by vintage as of 01/06/2025.

Source: Preqin database.
Upon examining fundraising efforts of EU fund managers, it is possible to distinguish
four main fiscaling journeyso:

0 Early-stage fund managers scaling into the growth stage: Some of the
funds raised or transactions completed occur when an early-stage fund
manager enters the growth stage financing. The most usual scenarios are for
such a manager to raise a fund with a growth investment strategy, or to raise
an annex fund to carry out follow-up investments into portfolio companies
maturing out of their early-stage portfolio.

O«

Growth fund managers with an industry focus: Another large part of the
market is represented by growth fund managers raising multiple funds
focused on a particular industry (life sciences, technology or other). Such
managers rely on industry-specific competences and expertise networks to
identify targets and grow company value, and tend to be less focused on
geography.

Growth fund managers with a local, national or regional focus: Another
widespread approach is a geographical focus. It can be narrow (specific
regions of France or Germany), member-state level (for example, focus on
Poland or Bulgaria) or regional (for example, Nordic). Such managers rely on
a superior understanding of their selected market, knowledge of potential
targets and a deep understanding of regulatory and support ecosystems to
create value.

O«
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O Large fund managers with diversified strategies: Some instances of
scaling in growth financing are due to diversification of strategies; for
example, a buyout fund manager fundraising a growth Private Equity fund. It
needs to be said that these instances are much rarer. Each of these growth
paths is discussed below with case studies of EU-based funds that pursued
such a scaling mechanism.

Early-stage fund managers scaling into the growth stage

These fund managers typically emerge from a national or regional market with a
focus on early-stage investments (Seed or Series A). Over time, they evolve and
sometimes extend their reach into later-stage, growth-focused rounds. Their growth
often correlates with the maturing of portfolio companies and increased fund size in
subsequent vintages, allowing them to deepen involvement and occasionally lead
Series B and C rounds.

While they continue fundraising early-stage funds, their internal capabilities grow
to support more complex deals and value creation in later stages through
growth-stage funds. It is still common for such firms to manage a mix of early-stage
and growth funds, reflecting a strategy of supporting companies in later stages and
maintaining flexibility in capital deployment.

Case Study T Earlybird Venture Capital

Earlybird Venture Capital was founded in 1997 and initially focused on the DACH
region, specialising in emerging technology companies. While from the outset,
Earlybird pursued early-stage investments in Europe, over time, the fund scaled
into the growth stage.

O At first, Earlybird focused on early-stage funding with its initial fund
(Earlybird Fund I/, vintage 1999), and subsequent funds in 2001 (Fund III)
and 2007 (Digital West Fund 1V).

In 2012, Earlybird raised its Digital West Fund V, which achieved the best
performance among early-stage funds with a net multiple of 2.71X and a net
IRR of 12.9%.

The fund manager introduced its growth strategy with Growth Opportunities
Funds, a family of vehicles designed to support later-stage rounds.
Beginning in 2009, these funds grew significantly in sophistication and
scale.

0 Growth Opportunities lll, IV, and V (vintages 2019-2022) reached
cumulative commitments of nearly EUR 300 million. These funds have
shown good returns: 3.91X multiple and 18.9% IRR for the Earlybird Growth
Opportunities 1l Fund.

O«

(@

O Later, Earlybird expanded its strategic scope by introducing thematic fund
verticals. Health Fund | was launched in 2017 with a EUR 85 million close,
followed by Health Fund Il in 2022, which nearly doubled in size to EUR 173
million, targeting innovative companies in life sciences and deep tech.
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It can be summarised that the evolution of Earlybird exemplifies a modular scaling
strategy: It expanded its reach by launching general early-stage, growth-focused
and thematic funds operating under a common brand and investment philosophy.
As of 2024, with 14 funds closed and a total committed capital base of
approximately EUR 1.7 billion, Earlybird stands as a model of an early-stage fund
with a notable presence in growth-stage financing.

Other fund managers that were analysed and seen as showcases of such strategy
are Supernova Invest, Kurma Partners and Indaco Venture Partners.

This strategy needs to be distinguished from the practice of early-stage fund
managers who may occasionally participate in later-stage rounds, but their role
remains limited to co-investment, usually in follow-on rounds for existing portfolio
companies. These fund managers rarely lead growth rounds or deploy significantly
larger checks, instead opting to stay close to their original mandate. Their
operational model remains rather unchanged as they rarely develop distinct internal
capabilities or processes needed for growth equity fundraising and investment.
Examples of such practices are transactions by 360 Capital, Mangrove Capital
Partners, and Founders Future.

Growth fund managers with an industry focus

This segment includes fund managers who focus on a specific industry or technology
vertical while investing throughout Europe and beyond. Their competitive edge
comes from deep technical knowledge and sectoral networks. They tend to invest
globally, focusing on sectors such as HealthTech, CleanTech, SaaS and others.
Many of these fund managers have teams of scientific or technical staff (particularly
when investing in life sciences). It is also common to observe founders or investment
managers with backgrounds in corporate innovation roles from the same industry
bringing industry-specific knowledge and networks that are essential for identifying
scalable technologies.

These fund managers aim to support portfolio companies by helping with growth,
operations, and refining product-market fit.

Fund managers from this category also sometimes operate as corporate venture
capital arms, especially in sectors such as energy, mobility, and healthcare (for
example, Siemens Energy Ventures, LiOreal BOLD). In such cases, the fund might
benefit not only from the capital of the founding corporation but also from strategic
alignment, technical validation, and access to market infrastructure.

Case Study T Fountain Healthcare Partners

Fountain Healthcare Partners is a thematic growth-stage fund manager aiming to
invest in healthcare innovation. Across four funds launched between 2008 and
2024, the fund manager has over EUR 300 million under management,
concentrating exclusively on biopharmaceuticals, speciality pharma, medical
devices, diagnostics, and healthtech.
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The fund managerts investment approach is driven by domain knowledge. Its team
brings together a strong combination of scientific and commercial expertise, with
several partners holding PhDs in fields such as biotechnology and chemistry.
Portfolio companies often benefit from Fountainis connections to contract research
organisations, hospital networks, and regional regulators, and advise on executive
recruitment, particularly in clinical, finance, and go-to-market roles. Fountain most
often leads or co-leads syndicates

From its first fund in 2008 to its most recent vehicles, including Fountain
Healthcare Partners Fund IIl (2019) and Fund Il Annex (2024), the fund manager
kept the same investment model. The typical ticket size ranges from EUR 10 to 15
million, often targeting companies that have an early proof-of-concept and require
growth capital to scale manufacturing, launch products, or expand into new
markets. Consecutive funds raised have scaled in size from EUR 73 million (Fund
) to EUR 125 million (Fund 111).

From a geographical perspective, Fountain operates both in Europe and North
America, with a significant share of its investment in US-based biotech.

What sets Fountain apart is the consistency of its investment strategy: the funds
raised targeted the same industry vertical with a slight increase in the size of the
investment. The fund manager is successful in terms of performance, with its Fund
| (2008) and Fund Il (2014) achieving multiples of 1.8x and 2.3x, respectively, with
net IRRs exceeding 20%.

Other examples of fund managers following a similar scaling path are HealthCap,
Droia Oncology Ventures, and Future Energy Ventures.

Growth fund managers with alocal or regional focus

These fund managers emphasise regional presence and national market
understanding, investing in growth companies across several sectors within a
specific country or group of countries. Their source of competitiveness lies in their
close access to the deal pipeline and ecosystem proximity, making them effective
partners for domestic scaleups. Such fund managers also often receive funding from
national or regional development agencies as well as from the European Investment
Fund.

While such fund managers are usually sector-agnostic, their selection criteria often
emphasise local champions and companies with the potential to dominate national
markets or expand regionally. These funds may collaborate with sector specialists or
international firms for technical due diligence or follow-on funding, but retain strong
origination and post-investment support capabilities within their geography.

This model comes with inherent limitations as the sourcing and value creation are
often tied to national or sub-national ecosystems. Examples of funds with this
strategy are Région Sud Investissement, BOM Brabant Ventures.
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Large fund managers with diversified strategies

These fund managers operate a large array of funds with a broad mandate across
multiple industries, geographies, and stages of investment. They often combine
venture, growth equity, and sometimes debt or hybrid instruments under one
umbrella. Their scale enables them to deploy capital flexibly, tailor investment
structures, and allocate resources dynamically across the investment lifecycle.

Entry into growth equity is seen by such fund managers as a way to balance sector-
specific risks and benefit from cross-portfolio synergies. These funds typically have
substantial internal teams with specialist knowledge in sourcing, execution, and
portfolio support, and often work with institutional LPs seeking multi-strategy
exposure through a single relationship.

Case Study T Atomico

Founded in 2006, Atomico is a European fund manager. Now managing around
EUR 4.5 billion across six funds, Atomico operates as a hybrid venture and growth
investor, with a distinctly structured platform to address opportunities from seed to
pre-IPO stages.

The firmis core approach was historically executed through a single flagship fund;
however, with Fund VI (vintage 2022), Atomico introduced a dual-vehicle structure:
an early-stage venture fund and a dedicated growth-stage fund. This enabled
Atomico to deepen its strategy-specific focus, with growth investing becoming a
more stand-alone sub-strategy.

Atomico Growth (2022 vintage), a EUR 650 million fund, represents the firmis
clearest push into growth equity. It targets investments from Series B through to
pre-IPO, with initial tickets between EUR 17 million and EUR 45 million. The
vehicle is investing globally, with the flexibility to back non-European
headquartered firms, provided there is a strong European connection, such as
European founders, a strong presence in the market, or expansion into the region.
The vehicle was anchored by the European Investment Fund (EIF), which
contributed close to 50% of the capital.

Beyond direct investment, Atomico previously maintained FoFs and an angel
programme to reinforce pipeline generation and ecosystem development. This
year, part of the FoF portfolio was sold to Kline Hill Partners, a PE group based in
the US (Nicol-Schwarz & Lewin, 2025). Although no longer core pillars, these
initiatives underscored Atomicois systemic approach to fostering European
innovation.

In terms of LP base, Atomico exhibits a balanced profile across pension funds
(~25%), insurers (10%), banks and asset managers (10%), and family offices
(10%), with the EIF and British Patient Capital playing significant roles in its
venture and growth vehicles. The Nordic region stands out for its high LP
engagement, attributable to a long-standing cultural alignment with tech-forward
and mission-driven investing.
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Other funds showcasing this strategy: Inveready, Turenne Capital, AXA Venture
Partners.

Other strategies

While most European fund managers adopt one of the previously mentioned scaling
models in growth equity, a few rather different growth paths have been observed,
although more rarely.

Strong growth stage focus: One such group includes fund managers with a strong
focus on growth stage but no apparent industry or regional specialisation. Typical
investments for such funds are Series B and D, targeting companies in the scale-up
phase. A flexible mandate allows them to pursue cross-border opportunities, placing
emphasis on founder quality and performance rather than sector alignment.

From buyout to growth investing: Another less typical approach is for buyout fund
managers to provide growth equity through minority positions in scaling businesses.
These fund managers apply their experience in governance, operational efficiency,
and financial structuring to the growth segment, often through newly established
vehicles or dedicated teams. This strategy allows them to access earlier-stage
opportunities while maintaining a disciplined investment model rooted in private
equity.

European growth equity is characterised by a diverse range of strategic approaches,
each shaped by the fund manageris investment philosophy. Taken together, these
strategies illustrate the increasing sophistication and breadth of the European growth
equity market, with fund managers adapting their models to capture different
segments of the scaleup opportunity.

Based on the interviews held, two broad camps of fund managers emerge. On one
hand, specialised fund managers (either defined by industrial or regional/geographic
focus) usually see the size of their niche as the main factor shaping their ideal size
and are not necessarily believers of ithe bigger the betteri approach.

For industryTspecific fund managers, the usual concerns are the limitations of
respective industries in the EU and even beyond, resulting in a limited number of
good targets to acquire. And importantly, because growth stage investment relies on
a pipeline of companies emerging from early-stage companies, there is no easy way
for such funds to increase the number of target companies in the EU. Consequently,
a more likely approach for these funds to solve the limitation is by adopting a global
investment strategy, which would probably later result in funds raised and deployed
in other geographies.

For regionally focused fund managers, the size of target ecosystems is also a
defining factor, as the ones focused on smaller ecosystems (Baltics and CEE more
broadly, as an example) see limited benefit of aggressively scaling assets under
management due to relatively smaller size of companies in the region and increased
competition for best targets (champions) with both industry-focused funds and non-
EU fund managers. When asked about potentially branching out into new regions,
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fund managers were usually cautious about the ability to add value via such
strategies.

Importantly, specialised fund managers are also more likely to be discouraged by
scaling and cross-border fundraising barriers, such as requirements related to the full
AIFM authorisation, marketing limitations and the high cost of compliance (see the
full overview of barriers in Section 4).

The other camp is the more optimistic fund managers who see venture capital and
private equity activity as a business that needs to be optimised to capture market
opportunities in an efficient way. They are more likely to raise large funds and target
larger growth and scale-up transactions in the EU. For these players, barriers to
fundraising and cross-border investment are to be overcome by efficient advisory
support and resources for compliance. Instead, they are more likely to consider the
more conservative investment culture in the EU as an obstacle to their activities, to
be solved by thought leadership and building cultural understanding. Importantly,
such market players tend to be based not only in the EU but also in other
geographies.

The takeaway is therefore that the fund managers with the right approach can scale
in the EU, and it can be considered as an objective to be solved not by one initiative

but by a complex program addressing available investment capital, competencies of
the investor community and competitiveness of European technology companies.

International examples of state-supported scaling mechanisms

To contextualise the European experience, itis important to examine how other
advanced economies have addressed similar scaling challenges. This section
showcases programs from the US, UK and South Korea that are aimed at
supporting the scaling-up of venture and growth capital funds. The cases illustrate
different institutional approaches, such as government-backed FoFs, regulatory
reforms to targeted sectoral investment vehicles, that aim to expand fund sizes,
attract institutional capital, and foster long-term growth in strategic sectors.

US T Small Business Investment Company (SBIC) Program (Electronic Code of
Federal Regulations, n.d.; Troutman Pepper, 2023; U.S. Small Business
Administration, 2025; U.S. Small Business Administration, n.d.)

The SBIC Program, overseen by the U.S. Small Business Administration (SBA),
supports small businesses by providing growth capital through licensed private
investment funds known as SBICs. Companies eligible under the 1940 or 1980
Acts (investment / small business investment companies) can apply for an SBIC
license, with a requirement to invest in small businesses across a variety of
industries.

While SBICs are privately managed, they benefit from access to low-cost,
government-backed loans. SBA can allocate up to USD 6 billion annually to these
funds. The program includes different types of SBIC licenses to align with diverse
investment strategies T from cash-flow-oriented debt investments to long-term
equity funds and fund-of-funds models.
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As of 2025, over 300 licensed SBICs manage more than USD 46 billion in
combined public and private capital. In 2024 alone, USD 7.3 billion was invested in
2,625 small business loans. As an example, Plexus Capital, a private equity firm
that focuses on providing capital to lower middle-market businesses, by 2022 had
raised $1.7 billion across five SBIC-backed credit funds and one private equity
fund. (Business Wire, 2022)

US T The Build to Scale Capital Challenge (U.S. Economic Development
Administration, n.d.; U.S. Economic Development Administration, 2023)

The Build to Scale Capital Challenge, managed by the U.S. Economic
Development Administration, aims to improve access to capital in regions with
limited equity funding. Although grants from the program cannot be used directly
as investment capital, they support fund scaling by enhancing operational
infrastructure, fostering investor engagement, and strengthening fund
management for early-stage investment funds and networks. By providing grants
of up to USD 750,000, the Capital Challenge helps organisations form, launch, or
expand investment funds that deploy capital into scalable startups, driving the
growth of regional technology clusters.

UK T Public co-investment and anchor capital model

The state-owned British Business Bank supports venture and growth equity
markets through a coordinated fund-of-funds approach, leveraging both
programmatic public co-investment and institutional capital.

Its Enterprise Capital Fund (ECF) (British Business Bank, n.d.-a; ScaleUp
Institute, 2023) programme increases fund size and de-risks private capital by co-
investing in VC funds. The programme itself is designed to address the equity gap
that prevents many promising early-stage SMEs from accessing the capital they
need to grow, by supporting fund managers who invest in these businesses. Each
ECF is a fixed-life, privately managed fund, with the fund manager responsible for
sourcing and managing investments. The programme typically backs two to three
new funds annually. Over the lifetime of the ECF programme, the average size of
a commitment for the selected funds has grown from around GBP 20 million to
GBP 60 million. As for 2023, the ECF programme has supported 43 funds,
investing over GBP 784 million.

As companies mature and enter the growth or scale-up phase, British Patient
Capital, (British Business Bank, n.d.-b) a long-term investment vehicle managed
by the British Business Bank, provides essential patient capital to innovative UK
businesses. British Patient Capital invests indirectly through venture and growth
equity funds and directly via co-investments, bridging the funding gap for capital-
intensive, later-stage businesses.

Complementing this, the Managed Funds Programme, (British Business Bank,
n.d.-c) launched in 2018 as part of the Governmentis Patient Capital Review, aims
to unlock institutional capital, such as pension funds and insurance providers. The
British Business Bank acts as an anchor investor in large private funds of funds
that, in turn, invest in a diverse range of venture and growth capital funds
supporting high-growth UK businesses. The programmeis GBP 550 million
commitment has been allocated across six delivery partners.
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As part of efforts to boost life sciences in the UK, British Patient Capital launched
the GBP 200 million Life Sciences Investment Programme (LSIP) (British
Business Bank, n.d.-d) in 2021. Managed by the British Business Bank, LSIP aims
to address the growth equity gap faced by high-potential UK life sciences
companies by acting as a cornerstone investor in later-stage venture funds
dedicated to the sector. The programme typically commits between GBP 50 million
and GBP 100 million to each selected fund, targeting fund managers with strong
UK ties and deep expertise in life sciences. To extend its impact, LSIP also
partnered with Abu Dhabiis Mubadala Investment Company.

The Long-term Investment for Technology and Science (LIFTS) (British
Business Bank, n.d.-e) initiative aims to unlock institutional capital, particularly
from defined contribution pension funds, to support the UKis most innovative
science and technology companies. It focuses on creating new funds or
investment structures that channel long-term capital into high-growth sectors. In
November 2024, following a call for proposals, the British Business Bank
committed GBP 250 million to Schroders Capitalis new Long-Term Asset Fund
(LTAF, designed specifically for institutional investors. This investment was
matched by GBP 250 million from Phoenix Group, creating a GBP 500 million
vehicle expected to scale to over GBP 1 billion. The LTAF enables pension funds
and other institutional investors to invest in late-stage UK science and technology
companies, with around 20% of the fund allocated to life sciences.

South Korea T Amendments to the financial investment services and capital
markets act (FISCMA) (Korea Legislation Research Institute, n.d.)

FISCMA is South Koreais main legal framework for securities transactions. Major
amendments in 2015 and 2021 eased regulations on PE funds, modernising the
private fund regime. (Shin & Kim, 2024)

Previously, PE funds were tightly regulated, causing limitations in investment
scope, fundraising, and deal structuring. The reforms increased flexibility, lowered
entry barriers for joint investments, and expanded capital formation.

Key regulatory changes included a shift from pre-registration to ex-post reporting,
reducing administrative burden; permission to use multi-level SPVs; and the
allowance for strategic investors to co-invest in PE-backed SPVs. Two fund types
were introduced: general private funds (retail access, stricter rules) and
institutional private funds (for qualified investors). Restrictions on property
management and loan-based investments were removed, fund-level borrowing
was permitted, and the investor number was raised from 50 to 100, broadening
participation opportunities for individuals and institutions. (Chambers and Partners,
2024).

South Korea T national investment vehicles for innovation and capital
expansion

In 2005, South Korea also started developing a government-backed FoF
infrastructure to scale VC and PE funds. KVIC (Korea Venture Investment Corp.,
n.d.) operates as both an investment body and a government agency. By 2022, it
supported 57% of all venture funds in Korea. Its core programme, the Korea Fund
of Funds (KFoF) (Korea Venture Investment Corp., n.d.-a; Korea Venture
Investment Corp., n.d.-b), allocates public capital to Partnership Funds managed

73



Study of barriers to, and drivers of, the scaling-up of funds investing in innovative and growth
companies

contrast to recent initiatives in the UK and US, where reforms have focused on
strengthening institutional capacity and incentivising more dynamic capital allocation.

Case studies on reforms enabling greater pension fund participation: insights from
the UK and South Korea

In recent years, increasing institutional investor participation in venture and growth
capital has become a prominent policy concern. Governments and regulators have
recognised that unlocking pension fund capital, particularly within defined
contribution (DC) schemes, could play a vital role in strengthening long-term
productive finance. Importantly, the initiatives across different jurisdictions do not
rely solely on thardi regulatory mandates. In many cases, they combine targeted
legislative adjustments with voluntary commitments by institutional stakeholders,
reflecting a more flexible and cooperative approach to mobilising capital for
growth-oriented investments.

UK T Mansion House Reforms and Pension Investment Review (ongoing)
(HM Government, 2021; HM Government, 2024):

Mansion House Reforms and Pension Investment Review was initiated to
encourage pension schemes to allocate a greater share of their assets to unlisted
equities, including VC and growth equity. iVenture Capital Investment Compacto
was one of the measures initiated to bring together nine of the largest DC pension
providers in the UK. These providers collectively committed to targeting a 5%
allocation to unlisted equities by 2030. This initiative has fostered both political and

by private VCs that invest in startups and SMEs. Between 2014 and 2019, KFoF
supported about 20% of all venture capital funds in Korea.

In 2013, KFoF launched the Foreign VC Investment Fund (FVCIF) (Korea
Venture Investment Corp., n.d.-c; Korea Venture Investment Corp., 2025) to attract
foreign capital into Korean startups. FVCIF only invests in funds managed by
foreign fund managers who commit to managing a fund aimed at investing in
Korean companies. The annual investment budget is around 100 million EUR
(2025).

Founded in 2016, K-Growth (Korea Growth Investment Corp., n.d.) is another

public FoFs platform focused on VC and PE. It invests in funds active in growth
stages, managing around 6 billion EUR invested in 500 sub-funds. The largest

sub-fund is the Growth Ladder Fund (GLF) that has already deployed over 2.5

billion EUR into 80+ VC/PE funds supporting 900+ SMEs.

Korea Investment Corporation (KIC) (Korea Investment Corporation, n.d.),
South Koreais SWF, manages foreign reserves through global long-term
investments. While it focuses on equities, bonds, and real estate, 22% of its
portfolio is in alternatives, including VC/PE. KIC allocates to global managers via
FoFs or co-investments.

Key barriers to venture & growth capital fund activities).
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industry-wide momentum toward expanding long-term, productive finance
investments, with VC and PE funds positioned as primary beneficiaries.

UK T Pension Charge Cap Reforms (2021-2023) (HM Government, 2021; HM
Government, 2023):

To address regulatory barriers that limited institutional activity in alternative assets
the UK government introduced reforms targeting fee structure regulation
applicable to DC pension schemes. A 0.75% annual charge cap had previously
discouraged investment in higher-fee asset classes such as VC and PE, as these
often entail greater management intensity and associated costs, typically between
1.5% and 2.5% in annual fees. In 2023, amendments to these rules excluded
specific performance-based fees from the cap, provided that such fees are only
applied when returns exceed pre-set benchmarks. This regulatory shift created
room for DC pension trustees to engage more actively in VC and PE strategies
without breaching fee limits, thereby broadening institutional access to high-
growth, innovation-oriented investments.

While both initiatives have succeeded in creating political momentum, unlocking
regulatory pathways, and introducing new investment vehicles, their tangible
impact is currently difficult to assess. Both the Mansion House Accord and the
charge cap reforms were only recently introduced, and their full implementation is
still underway.

South Korea T Introduction of the Reference Portfolio Framework and
Strategic Asset Allocation Adjustments (2024-2025) (MarketScreener, 2024;
Open Korea, 2025; Lee, 2025):

To enhance flexibility in asset management and overcome the limitations of a rigid
benchmark-based system, South Koreais National Pension Service (NPS)
implemented a strategic reform in 2024. Previously, NPS operated under fixed
asset allocation targets, which constrained its responsiveness to market dynamics
and made portfolio adjustments cumbersome. The 2024 reform introduced a
Reference Portfolio Framework, replacing the fixed-allocation model with a more
adaptive, strategy-driven approach.

Under the new approach, investments are categorised by risk rather than asset
class, allowing the allocation to risk assets to increase from 56% to 65%.
Importantly, the system also lifted restrictive caps on PE, real estate, and
infrastructure allocations within the alternative investment segment.

Upon completion of this reform, the NPS set itself a target to achieve 15%
allocation to alternative assets by 2029, and this objective was already surpassed
by the end of 2024 (around 17% allocation was achieved).

To better answer the objectives of this study, a deep dive into institutional investor
activity needs to be performed. For one thing, the usual approach is to research VC
and PE sub-segments separately, while the objectives pursued require taking a
mixed view and considering both VC and growth PE strategies that support the
growth and scale-up stage of EU-based technology companies. Also, the usual
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approach to referring to fiIEuroped® in research needs to be narrowed down to focus
on EU-based growth-stage funds (European Investment Bank, 2024). Further, within
these institutional investor types, both EU and non-EU-based entities are
represented, and as the regulation in the EU affects EU and non-EU-based investors
differently, the role of EU and non-EU-based institutional investors needs to be
understood more clearly.

It is also important to gauge the behaviour patterns of institutional investors more
closely, to see, for example, whether the allocations to this asset class are clustered
in the domestic market of institutional investors, what the typical capital allocations
are, and understand the expectations the investors hold towards this asset class in
the EU. For these reasons, it is important to understand the underlying structure of
investments in this segment in greater detail. Further sections, therefore, take the
micro view and explore the investment allocations of institutional investors to growth-
stage investment funds (both within VC and growth PE strategies) in terms of
investor segments, geography of fundraising, investment strategies supported and
return expectations.

2.2. Institutional investor activity in the EU venture and
growth capital

During the last 10-15 years EU-based fund market has seen positive development,
with steady growth in amounts raised and funds active in fundraising. Disregarding
the boom-and-bust cycle of 2021-2023, it can be expected to see around 100 funds
raising capital, with a total volume of around EUR 15 billion in this segment every
year®” (Figure 32).
Figure 32. Annual fundraising T capital raised (EUR billion) and number of funds,
2022-2024%,

36 Within the broader region, UK and Switzerland are notable markets that overstate venture capital
activity compared to EU-27.

37 This analysis focuses exclusively on a selected segment of the EU-based venture and growth fund
market, specifically funds investing between EUR 15 and 250 million. It excludes early-stage funds as
well as funds from non-EU countries such as the UK, Switzerland, and Norway. As a result, the total
capital raised, and the number of funds presented here reflect only a subset of the full European
fundraising landscape.

38 Data presented is based on filters applied in the Preqin database, covering the following strategies:
VC General, VC Early Stage: Start-up, VC Expansion/Late Stage, and Growth. Only funds managed
by EU-27-based managers are included. While the study targets funds investing EUR 15-250 million
per deal, around 20% of capital raised went to funds operating outside this range.
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Source: Civitta analysis based on Preqin database.

Out of all investors that committed capital to funds located in EU-27, detailed data
were available for 208 investors (Figure 33). Further analysis is based on this
subset, assuming that this is a representative sample (see Annex 1 for a detailed
methodology).

Figure 33. Number of institutional investors with commitments in the EU-27 venture
and growth funds during 2022-20243%4°,

29

44
34
22
20 20
17 18
I I 4
Corporate Pension fund Family office Insurance Bank NPBIs Asset manager Sovereign Other
company wealth fund

Source: Civitta analysis based on Pregin database.

While corporates are the most frequent investors in growth-stage funds, the average
commitment size by these investors is the lowest (Figure 34). The largest average
commitments are provided by asset managers, pension funds and insurance
companies.

39 Examples of investors classified under the fiothero category include foundations, private equity
firms, endowment plans, etc.

40 Sovereign wealth funds were represented in the sample by the Belgium Federal Holding and

Investment Company, Wallonie Entreprendre, the Alaska Permanent Fund Corporation, and the
Ireland Strategic Investment Fund.
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Fiaure 34. Averaode commitment size bv tvpe of investors. EUR million. 2022-2024',
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Source: Civitta analysis based on Preqin database.

The share of capital allocated to EU-based fund managers varies significantly across
investor types. This metric was calculated by comparing the estimated commitments
of each investor to EU-based funds against their total assets under management
(both sourced from the Preqin database). In other words, for each investor, we
estimated how much they had committed to EU-based funds and expressed it as a
percentage of their total AuM#?. Asset managers allocate the highest share of their
AuM to EU-based funds (13%), followed by corporate investors (9%) and family
offices (6%), while banks allocate close to zero per cent. (Figure 35).

Figure 35. Share of assets (AuM in case of investment funds) committed to EU-based
venture and growth capital funds by investor type, % of total assets/AuM, 2022-2024.

13%

9%
6%
4%
2% 2%
1% 1%
HE 0%

Asset manager Corporate Family office NPBls Sovereign Pension fund Insurance Bank Other
wealth fund company

Source: Civitta analysis based on Preqin database.

41 Asset management category refers to institutional investors managing third-party capital and
investing in EU-based venture and growth funds. Common examples include AXIS Participaciones,
PMYV, and Covéa Finance.

42 According to the Pregin database, investor AuM refers to the total market value of all investments

managed by an investor, including both alternative and non-alternative assets. This includes private
equity, hedge funds, private debt, infrastructure, equities, fixed income, cash, and other asset classes.

78



Study of barriers to, and drivers of, the scaling-up of funds investing in innovative and growth
companies

Investors committing to funds managed by EU-27 fund managers are also
predominantly based in the EU (164 out of 208 disclosed, or 79%). Among other
regions, the rest of Europe and the US*3 are the most frequent locations (Figure 36).

Figure 36. Institutional investor count by region of origin, #, 2022-2024%.

fotal _ 28

EU 27

Europe
(excl. EU 27) 17

USA 17

Other 10

Source: Civitta analysis based on Preqin database.

Western Europe is the primary source of institutional investors within the EU
(approximately 56%). Southern Europe accounts for 45 investors, followed by
Northern Europe (Sweden, Finland and Denmark) with 25 (Figure 37). The data
indicates that investments from Southern Europe are generally smaller and more
fragmented (average of EUR 40.3 million per investor) compared to those from
Western (EUR 58.2 million) and Northern Europe (EUR 51.6 million).

Figure 37. Institutional investor count by region of EU, #, 2022-2024.

43 The fiEurope (excluding EU)d category includes investors from the United Kingdom (11),
Switzerland (4), and Norway (2). The fiOtherd category consists of South Korea (3), Canada (3), Japan
(1), Ilvory Coast (1), Thailand (1), and Australia (1).

44 The database includes only those investors committing capital to EU-based fund managers, based
on disclosed data from target transactions. As a result, investors based in jurisdictions such as
Kuwait, Qatar, Singapore, and other non-EU countries may be underrepresented if they have not
committed capital to EU-based funds or have not disclosed such transactions in Preqin, public
sources (e.g. Crunchbase), or Dealroom.co datasets within the covered period.
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Source: Civitta analysis based on Preqin database.

When exploring the geography of investment strategies, the following main
observations can be derived (Figure 38):

~

0 Domestic exposure is in the range of 15-30% for most investor types, except
for banks (36%).

0 Cross-country EU strategy is not popular among pension funds (not a single
transaction), banks, corporates and éotheri (below 12%), and more frequent
for the NPBIs segment (35%) and sovereign wealth funds (although the
number of transactions is rather low). For the remaining segments, this
strategy is seen in around 20% of cases. This may reflect a tendency among
pension funds and similar private investors to favour domestic markets or
familiar international destinations such as the US, rather than engaging in
cross-border EU strategies.

0 Allocation to Cross Country EU-Global strategies tends to be most frequent
(around 40-50% of all fund commitments across LP types), potentially
signifying that this is a dominant fund investment strategy.

(0]

While the Non-EU-Global strategy remains relatively marginal across most
investor categories, it holds a much larger share among pension funds and
fiothero segments. This limited uptake may nonetheless be influenced by the
gradual increase in activity of non-European asset managers within the EU
market.

It is important to understand these choices from an institutional investor perspective,
drawing the lines where exposure to funds with different geographical strategies is
dictated by policy considerations, higher comfort with the EU market, return
considerations, or willingness to support the strategic objectives of the European
technology companies with interests outside of the EU.

Despite a somewhat optimistic outcome of this analysis pointing to a dominant focus
on Europe-centric investment, it is also a product of selection bias, as only investors
with exposure to EU-based investment funds were in scope. Therefore, this analysis
does not capture the perspective of EU-based institutional investors that allocate
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capital exclusively to non-EU funds, even if they are pursuing venture capital or
growth-stage strategies covering the EU as one of the markets.

However, there is no evidence that any EU-based institutional investors allocate
exclusively to non-European alternatives. In practice, almost all have at least some,
albeit minimal, exposure to European alternative funds. This is typically concentrated
in large pan-European buyout funds or publicTprivate vehicles supported by
initiatives such as the EIF. Even in countries with the weakest domestic alternative
markets, most institutional portfolios include occasional allocations to local or pan-
European funds, either directly or via FoF structures.

Figure 38. Share of amount of investments by transaction type within each investor

- Domestic EU-EU - Cross country EU-EU Cross country EU-Global Non EU-Global
Amount of
g\;engTﬂf& @
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7 33 10% 10%
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61% 35% o 4% 47% S
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29%

38%

19%

18%

PensionFund  Asset Manager NPBIs Insurance Bank Family office Corporate Sovereign Other
company wealth fund

category, 2022-2024.

Source: Civitta analysis based on Preqin database.

Geographical patterns are not only reflected in the volume of capital committed but
also closely mirrored in the number of investments (Figure 39). Notably, pension
funds recorded no cross-country EU-EU transactions during the observed period.

Figure 39. Share of number of investments by transaction type within each investor
category, 2022-2024.

Il Domestic EU-EU [l Cross Country EU-EU Cross Country EU-Global Non EU-Global
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PensionFund  Asset Manager NPI/NPBs Insurance Bank Family Office Corporate Sovereign Other
Company Wealth Fund

Source: Civitta analysis based on Preqin database.

Growth PE and VC fundraising are roughly on par, fluctuating around 50% for each,
depending on the year (Figure 40). Allocations by asset managers and insurance
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companies are most skewed towards growth PE (close to 70%), in line with a more
conservative approach. In this regard, larger allocation to VCs by banks (66%) and
pension funds (50%%°) is somewhat more surprising, as well as the allocation by
NPBIs which was expected to be higher for VCs.

Figure 40. VC vs. PE Allocation by investor, share of total investment commitments in
Private Equity, %, 2022-2024.
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Source: Civitta analysis based on Preqin database.

The most frequent type of fund by total commitments is within the 150-500 million
range (Figure 41), broadly in line with the most frequent fund size in Europe“®.
Pension funds have a more balanced allocation, with almost 50% of investments
directed to funds above EUR 500 million.

Figure 41. Distribution of investments by investor type and fund size bracket, 2022-
2024.
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Source: Civitta analysis based on Preqin database.

45 Interviewed participants generally note that Pension funds prefer to invest into PE funds that are
generally larger, have longer track records and more mature reporting processes.

46 Based on Invest Europe report, annually around 100-150 funds raise below EUR 100 million, 80-

120 within EUR 100-500 million, 15-25 within EUR 500-1,000, and around 20 above 1 billion (Invest
Europe, 2024).
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From a geographical perspective, EU-based investors predominantly allocate their
capital to smaller fund managers, with over 70% of their investments directed toward
such funds (less than EUR 500 million). In contrast, investors from outside the EU
primarily focus on larger funds (Figure 42).
Figure 42. Distribution of capital commitments by investor region and fund size
bracket, 2022-2024%',

Il < EUR 0.15 billion [Hll EUR 0.15-0.5 billion EUR 0.5-1 billion > EUR 1 billion Not Disclosed

Amount of

investments,
EUR billion % s -
15%
16%
53% 83%
52% 43%

EU 27 Europe USA Other
(excl. EU 27)

Source: Civitta analysis based on Preqin database.

The geographical allocation of capital commitments in 2022-2024 reflects the
distribution of estimated commitments to EU-based funds, based on the location of
the fund managers (Table 6). Western Europe attracted most of the capital, with
estimated commitments reaching EUR 5.3 billion. This was followed by Southern
Europe with EUR 1.8 billion, and Northern Europe with EUR 1.3 billion.

Table 6. Geographic allocation of capital commitments by investor type and fund
manager geography, EUR billion, 20244,

Southern Europe | Northern Europe CentraIIESP:pgastern TOTAL, EUR billion

Pension fund 41% 21% 38% 0%
Asset manager 61% 31% 8% 0%
NPBIs 57% 36% 5% 3%
Insurance o o o ®

company 73% 9% 18% 0%
Bank 81% 16% 2% 0%
Family office 81% 19% 1% 0%
Corporate 69% 16% 15% 0%
Sovereign 2 o D o

wealth fund L e o g
Other 66% 17% 11% 6%

47 Within the fiEurope excl. EU 270 category, the United Kingdom accounts for approximately 80% of
the capital commitments

48 The percentage is calculated based on the total amount the investor has committed in the region.
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TOTAL, EUR
billion

Source: Civitta analysis based on Preqin database.

It seems that institutional capital commitments have been highly concentrated in a
few European countries, with France-based fund managers attracting the largest
share, followed by those in the Netherlands, Germany, and Italy. The data in

Table 7 suggests that institutional investor activity remains relatively fragmented in
most of the EU geographies, with only limited and sporadic participation from the
largest institutional investors, particularly pension funds and insurance companies.

Table 7. Investment commitments by investor type and fund manager location
(Top 7 Countries in the EU), EUR million, 20244,

Asset manager 4% 2% 1% 1% 4% 1% 3%
NPBIs 4% 1% 1% 3% 1% 3%

Insurance

company 7% 1% 2%
Bank 2% 1% 6% 1% 1%

Family office 1% 2% 3% 1% 1%
Corporate 3% 1% 2% 1% 1%
wealhfnd 1% o
Pension fund 2% 6% 1% 5% 9%

Other 1% 2% 1% 2%

Source: Civitta analysis based on Preqgin database.

In terms of the relative weight of private equity versus venture capital (Figure 43),
investors deploying funds in the Netherlands, Germany and Luxembourg®® show a
strong focus on venture capital, while France and Spain are more oriented toward
private equity. Sweden and Italy present a relatively balanced mix.

49 100% equals to EUR 8.4 hillion.
50 Analysis presented in the chart is based on the location of the fund manager, rather than the

jurisdiction where the fund is registered. While many funds are domiciled in Luxembourg for
regulatory or administrative reasons, they are often managed from other countries.
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Figure 43. VC vs. PE Allocation by country of fund location (Top 7 countries in the

EU), share of total investment commitments, 2024.
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Source: Civitta analysis based on Preqin database.
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3. Scaling strategies of the venture & growth capital
funds

3.1. Drivers and barriers to consolidation of EU venture
and growth capital fund managers

Over the last 15 years, various forms of collaboration T softer forms like syndication,
middle-of-the-road solutions like long-term strategic partnerships, and full
consolidation through acquisitions or mergers (M&A) T among fund managers in the
EU have been used as business development strategies. This section outlines and
illustrates both drivers and trends in collaboration and consolidation among fund
managers, as well as barriers that fund managers face when engaging in such
activities.

Considering collaboration among fund managers more broadly, data analysis and
interview evidence suggest that particular forms of collaboration, such as syndication
or partnership, occur frequently in the EU and globally, at an individual transaction
level. These mechanisms for pooling capital have allowed EU-based funds to
create larger tickets, access more advanced funding rounds and provide
access to deals in new geographies and segments that would not be otherwise
reachable, as discussed in previous sections. Multiple interviewees refer to
syndication as a strategy to implement routinely, especially by smaller, less
experienced VCs.

Following several successful co-investments, some fund managers choose to
deepen collaboration by choosing a middle-of-the-road solution, acting as serial co-
investors and partners, sometimes establishing non-equity joint ventures or other
forms of strategic partnerships for the co-investment purposes, usually implying
consistent deal flow and knowledge-sharing with little to no integration beyond these.
The two broad barriers to such forms of co-investment pointed out during the
interviews were 1) the increased complexity of negotiating the deal structure and 2)
the increased complexity of managing investments during the holding period, as the
complexity of company boards increases alongside the number of investors. Despite
these barriers, such forms of collaboration remain popular.

While it may seem natural to expect consolidation of smaller funds facing cost and
competitive pressures both in fundraising and deal flow, the data shows that more
integrated forms of consolidation among fund managers are rather rare in the
venture and growth capital industry. Globally, the number of consolidation cases
among asset managers (all types, including PE) has been growing over the last
decade and peaked at 75 deals in 2022, after slightly declining to 69 deals in 20235%;
however, this trend does not translate to deals among venture and growth capital

51 Data for 2023 covers transactions up to 30 July, the full-year figure (69 deals) was estimated by
extrapolating from the number of deals observed in this partial period.
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funds (PE fund managers at large). In 2023, there were only 10 consolidation deals
involving PE fund managers, consistent with the level recorded in 2023 (Figure 44).

In fact, in more mature and consolidated ecosystems like the US, there is some
evidence for the opposite trend: there are some signs of unbundling of large imega-
fundso after a phase during which the local market remained relatively consolidated,
whereby partners depart to establish boutique funds to leverage their network®?. This
speaks to the fact that benefits from consolidation may not outweigh the freedom of
decision-making and individual returns for the individual fund managers. Personal
motivation is key in view of a bigger responsibility for the success of the fund of an
individual fund manager and, subsequently, a proportionally larger carried interest
distribution (Chronograph, 2024).

Figure 44. Number of M&A deals among PE and funds with other strategies globally,
2018-2023.
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Source: Woodman, A., 2023; Hamlin, J., 2023.

Following the global trend, consolidation at the fund management company level
T fund manager M&A T remains rare in the European venture and growth
ecosystem. Only 9 cases of venture and private equity fund M&A deals involving
some degree of merging operations have been identified between 2010 and 202453
where an EU-based target was involved (Table 8). It is observable from the
consolidation sample that the merging fund managers are usually already large: no
acquirerts or partnership leader fundis assets under management were below EUR
900 million, and no target fundis assets were below EUR 100 million at the time
preceding the transaction. In addition, all intra-EU instances of consolidation
included both fund managers from the same jurisdictions T no EU cross-border
mergers took place between 2010 and 2024. In three instances, an EU-based fund
management company was acquired by a non-EU player.

52 According to an interviewee with the knowledge of the US venture and growth ecosystem.

53 Based on Pitchbook and Mergermarkets data.
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Table 8. Fund M&A deals with an EU-based target, 2010-2024.

F1 AuM | F2 AuM

Fund Fund FM1 FM2 Transaction
Manager 1 Manager 2 Country Country type
Molten ) Strategic .
Early Bird VC 1.4 2 2024 UK Germany Partnership /
Ventures
Merger
General La Famiglia
Catalyst VG 22 0.3 2023 us Germany Merger
. . Hong N
Gaw Capital C2 Capital 33 0.2 2023 Kong Portugal Acquisition
Idinvest 2018; "
Eurazeo Partners 185 8 20205 France France Acquisition
Turenne 2017, _
Capital Innovacom 0.9 0.2 2019 France France Acquisition
360 Capital Robplutlon 0.3 0.1 2016 France France Acquisition
Capital
Norvestia . . -
CapMan Grawth Equity 2.8 0.1 2016 Finland Finland Acquisition
Siparex XAnge 1.7 03 2015  France  France Acquisition
Groupe
Eurazeo (E);luliDtgvate 4 0.1 2011 France France Acquisition

Source: Civitta analysis based on Mergermarket database, Pitchbook database.

3.1.1. Drivers of fund managers consolidation through M&A

Existing studies on the drivers and barriers to the fund manager M&A are relatively
scarce. Those reviewed emphasise, on the one hand, diversification and, on the
other hand, efficiency improvements as key drivers for funds to engage in M&A
(Capolaghi, 2024).

Firstly, fund managers may acquire other funds to achieve diversification in asset
classes, geographies, customer channels and services without needing to build the
expertise or function from zero. As a result of diversification, combined and larger
funds should have enhanced ability to navigate market fluctuations and to seize
emerging opportunities across multiple verticals, as well as be better prepared to
offer follow-on investments. As a result, such diversified funds might hold more
appeal for potential LPs with a promise of larger returns.

54 The transaction was executed in two tranches, with the total investment value from Eurazeo
estimated at EUR 310 million (PE Hub, 2018).
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Diversification through geographic expansion appears to be the primary driver
behind acquisitions of EU-based fund managers by their foreign counterparts, as
firms seek to establish a permanent footprint within the European market.

Case study T Gaw Capital acquisition of C2 Capital (Iberian Property, 2023)

Main rationale: Expanding geographic footprint to the EU; diversifying strategy to
venture capital.

After its acquisition of the Portuguese VC firm C2 Capital in 2023, Hong Kong-
based private equity and real estate firm Gaw Capital has announced plans to
invest between EUR 200-300 million in Portugal.

Prior to the acquisition, C2 Capital was supporting internationally competitive
Portuguese companies in industries such as life sciences, biotechnologies, and
other commercial and industrial sectors, particularly those with high R&D intensity.
Its typical investment ticket size was around EUR 10 million. This continued with
the help of Gaw Capital, using its network to help C2is portfolio companies
expand their distribution network globally. At the same time, Gaw brought their
global expertise in corporate growth and real estate development to Portugal.

Beyond venture capital, Gaw Capital has leveraged its presence in Portugal to
expand its core real estate business. As a result of the merger, both companies
retained their brand identity.

Diversification through new strategies expansion is frequently realised through
talent acquisition, potentially instrumental in eliminating the need to build the team
from scratch in the case when, for instance, a private equity firm wants to acquire
capabilities in venture capital. By acquiring teams with a proven track record in the
target strategy, fund managers can accelerate their market entry, guarantee the
upstream or downstream dealflow for follow-on investments and mitigate risks
associated with launching new funds.

Case study T Siparex Group acquisition of XAnge (La Banque Postale & Siparex,
2015)

Main rationale: Strengthening the international presence of a combined entity;
diversifying strategy to venture capital.

The acquisition of XAnge by Siparex in 2015 was driven by a goal to strengthen
firmsi international presence and broaden service lines in VC and mid-market
private equity investments. Siparex has identified XAnge as the acquisition target
after a co-investment deal in which fund managers participated. Siparex, with EUR
1.2 billion in AuM, specialised in financing SMEs and mid-tier companies, while
XAnge brought expertise in innovation and technology investments,
managing EUR 315 million at the time of the merger. As a result of the merger,
both companies retained their brand identity. The merger strengthened its
combined international presence, with a joint entity operating across France,
Germany, Italy, Spain, and North Africa

Secondly, general operational efficiency could theoretically be a consolidation
rationale for smaller investment yrms that must bear the costs of operations and
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compliance as they adhere to fragmented and evolving regulatory standards.
Sometimes, M&A with another fund manager could be a solution to ease the burden,
potentially allowing the achievement of economies of scale. However, in practice,
the potential for cost synergies among fund managers often remains limited,
considering that most operational and administrative costs aggregate on a per-fund
or per-portfolio company basis (for instance, staff needs, fund marketing costs,
supervisory fees, reporting requirements). In addition, potential efficiency savings
may not outweigh the cost of the merger and post-merger integration. More broadly,
cost pressure is not the main concern for the EU-based fund managers, who
generally can sustain their operations from the market-standard level of
management fees. At the same time, some savings on fixed costs (e.g., IT systems,
office costs) or knowledge investments (e.g., understanding the legal environment in
a new investment jurisdiction or the impact of a new EU regulation) may be realised
successfully.

Case study T CapMan acquisition of Norvestia (CapMan Annual Report, 2016;
CapMan Plc, 2017)

Main rationale: Capturing cost synergies; diversifying strategy to private equity
growth investments.

CapManis acquisition of Norvestia in 2016 strengthened its position in the
Northern European PE market by expanding its investment strategy. The
expansion bridged the gap between VC and buyout investment funds managed by
CapMan before the transaction, allowing them to enter the growth segment.
The acquisition increased the growth investment capacity to approximately EUR
200 million.

According to the acquirer, the acquisition generated cost and financing synergies,
with estimated annual savings for the combined entity exceeding EUR 3 million
against a combined operating cost base of EUR 5.4 million at the time of
acquisition, (~56%), due to removing overlapping operations, lower fixed costs,
centralised administration and reduced financial costs, among other factors.

As a result of the acquisition, the Norvestia brand was fully absorbed by CapMan
on the grounds of having stronger recognition in the Northern Europe market.

3.1.2. Barriers to fund managers consolidation through M&A

Barriers to consolidation through fund manager M&A arise from a range of
regulatory, legal, and tax considerations, but, perhaps most importantly, soft
strategic considerations. These can emerge at various stages of the process, from
the initial assessment and planning of a transaction, through the submission of
notifications to competition authorities, to the integration of operations and ongoing
post-merger fund management (Figure 45).
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Figure 45. Overview of the fund manager M&A process.
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Source: Civitta analysis.

Multiple barriers surface already at the pre-merger planning stage, with the fisoftero
barriers featuring prominently in the interview evidence. Multiple fund managers
interviewed point to the overly subjective valuations of the assets involved in the
acquisition of a VC fund manager as a barrier to M&A. Firstly, because of
fluctuating valuations of early-stage companies, it is rather difficult to arrive at a fair
price for the VC portfolio companies, putting the acquirer in a precarious position. In
addition, it is even more challenging to estimate the value of the investment team
and their expertise, which is arguably another important asset. At least with respect
to the ease of determining the target portfolio value, consolidation in the growth
private equity space is more attractive.

When discussing regulatory aspects that may influence initiating and conducting the
fund manager M&A, the AIFMD full authorisation threshold of EUR 500 million may
act as a disincentive for smaller fund managers to increase assets through
consolidation. This may occur, on the one hand, due to the unwillingness to undergo
the licensing process and face additional burden of reporting and governance
requirements and, on the other hand, due to the additional risks introduced if the
merger process and post-merger integration coincide with authorisation and
operational changes.

A broad regulatory & legal concern is related to the lack of a dedicated regulatory
framework for AIFM and AIF mergers, which may become an obstacle at the
approval and execution stages. Unlike the UCITS framework, which provides a
harmonised procedure for fund mergers, the AIFMD does not include specific
provisions addressing the regulatory treatment of such operations. As a result, the
supervision and authorisation of AIFM or AIF mergers are left to national legislators
and, ultimately, to supervisors, who apply national rules and practices on a case-by-
case basis. This fragmented approach can create inefficiencies and delays,
particularly in cross-border transactions, and may hinder consolidation in the AlF
market.

In addition, these regulatory, legal and tax barriers may become an obstacle during
the merger execution process, based on the existing literature:
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0 Lack of guidance on the supervisory jurisdiction (in particular, in Directive
2017/1132) that overrides others in the case of a cross-border merger that
retains subsidiaries in several jurisdictions, with implications for reporting
requirements, applicable fees and structure of fund operations.

0 Uncertainty about taxation (capital gains, carried interest taxation) applied
to the newly established cross-border fund manager in the case of cross-
border M&A due to the risk of double taxation and/or unfavourable tax
treatment and risks of volatility of tax rules (PwC Luxembourg, 2024).

0 Complications related to banking procedures impacting the process of
combining assets; this is particularly relevant for financial institutions such as
funds, as asset consolidation, especially cross-border, often requires
restructuring banking relationships and fund flows, delaying capital
deployment and integration (Vistra, 2025).

0 Diverging national accounting principles can affect and delay financial
consolidation and complicate operating principles (Vistra, 2025).

Interviews held with fund managers who underwent consolidation prove that the
actual integration of fund manager entities faces many uncertainties,
especially when the transactions are cross-border. Interviewees refer to the
above barriers and other problems, such as combining entities with different legal
forms, uncertainties in portfolio valuation and risk assessment approaches
prescribed to a combined entity, and integrating two sets of LPs on both sides
of the transaction, which cause fund managers to doubt their ability to reap benefits
from combined operations. Since the key barriers predominantly apply to cross-
border setups, this may also account for the predominantly domestic nature of EU-
based transactions, with firms merging or acquiring peers within the same Member
State. Similar findings were indicated by research into UCITS funds, concluding that
regulatory, operational, and market-specific barriers continue to limit consolidation
efforts in UCITS funds (EFAMA, 2025).

At the post-merger stage, culture integration may be an even more important factor
than formal integration, according to interviewees with experience in consolidation.
Frequently, consolidation can be felt years after the transaction because of the
difference in corporate cultures. It may be challenging to obtain a successful
combination of strategy and brand for the merged entity, especially in the case of VC
funds, which are reliant on expertise and networks of individual fund managers, both
of which directly translate into fund strategy. Due to this having an outsized impact
on the investment team, post-merger integration may be an extremely difficult
process for venture and growth capital fund managers. If unsuccessful, it may result
in key personnel departing due to the cultural clashes, which often contradict the
very purpose of the acquisition.

From a broader point of view, VC acquisitions are unattractive due to overly
subjective valuations of the target firm portfolio, according to interview insights. As a
result of fluctuating valuations of early-stage companies, it is difficult to put a fair
price on the VC firm, putting the acquirer in a precarious position. It is even more
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challenging to measure the impact of the team and their expertise, which is, as
mentioned, an important asset. These two factors further decrease the attractiveness
of VC acquisition. On the other hand, consolidation in the growth private equity
space is perceived as somewhat more attractive due to more easily valued portfolio
and more easily identifiable skills.

Overall, data analysis and interview insights show that, in practice, fund
manager M&A has been a relatively rare occurrence over the past decade in
the EU. Being mostly a tool to realise specific business development strategies
(geographic or vertical expansion), more characteristic of larger funds and providing
limited benefits to smaller funds, consolidation through M&A is not top-of-mind
among EU-based fund managers. Fund managers interviewed believe that, rather
than scaling through M&A, the successful implementation of a consistent investment
strategy and value creation in the portfolio companies are key to superior returns,
which may result in gaining LP trust and fundraising larger amounts. They see those
processes as mostly dependent on the competencies of individual investment
managers that are less subject to scale and may be destroyed by an unsuccessful
merger leading to the loss of talent, for instance. At the same time, cost pressure is
not the main concern for fund managers, as the potential for synergies remains
limited in comparison with the cost of M&A itself and post-merger integration.

3.2. Alternative ways to reach scale

As discussed in the previous section, consolidation is not the main strategy fund
managers use to scale in the EU. However, alternative approaches are used by
venture and growth fund managers to increase AuM, expand investor reach, and
enhance operational efficiency across successive fund vintages. Some of the
important markers of successful scaling are organisational adjustments: expanding
investment teams, enhancing governance structures, refining value-creation
capabilities to expand deal flow and more complex transactions. Exploring these
strategies is essential for understanding how fund managers evolve from launching
their first funds to becoming established players in the EU venture and growth capital
ecosystem.

Having in mind the purpose of this study, this section is focused on mechanisms that
improve the chances of growth-stage companies being funded. iScalingj, therefore,
will refer to the expansion of growth-focused funds or fund managers specialised in
other strategies entering or significantly increasing AuM dedicated to growth
strategies.

The context for the scaling discussion is positive: the number of growth stage-
focused funds in the European Union has been growing over the past 2 decades
(Figure 46), and since 2021, nearly 300 funds have been raised. While some of
these funds are raised by first-time managers, many more represent fund managers
scaling their presence in this space.
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Figure 46. Number of growth strategy-focused funds (VC and PE) in the EU grouped

by vintage as of 01/06/2025.

2006-2010 2010-2015 2016-2020 2021-2024

Source: Preqin database.

Upon examining fundraising efforts of EU fund managers, it is possible to distinguish
four main fiscaling journeyso:

~

0]

(@]

Early-stage fund managers scaling into the growth stage: Some of the
funds raised or transactions completed occur when an early-stage fund
manager enters the growth stage financing. The most usual scenarios are for
such a manager to raise a fund with a growth investment strategy, or to raise
an annex fund to carry out follow-up investments into portfolio companies
maturing out of their early-stage portfolio.

Growth fund managers with an industry focus: Another large part of the
market is represented by growth fund managers raising multiple funds
focused on a particular industry (life sciences, technology or other). Such
managers rely on industry-specific competences and expertise networks to
identify targets and grow company value, and tend to be less focused on
geography.

Growth fund managers with a local, national or regional focus: Another
widespread approach is a geographical focus. It can be narrow (specific
regions of France or Germany), member-state level (for example, focus on
Poland or Bulgaria) or regional (for example, Nordic). Such managers rely on
a superior understanding of their selected market, knowledge of potential
targets and a deep understanding of regulatory and support ecosystems to
create value.

Large fund managers with diversified strategies: Some instances of
scaling in growth financing are due to diversification of strategies; for
example, a buyout fund manager fundraising a growth Private Equity fund. It
needs to be said that these instances are much rarer. Each of these growth
paths is discussed below with case studies of EU-based funds that pursued
such a scaling mechanism.

94



Study of barriers to, and drivers of, the scaling-up of funds investing in innovative and growth
companies

Early-stage fund managers scaling into the growth stage

These fund managers typically emerge from a national or regional market with a
focus on early-stage investments (Seed or Series A). Over time, they evolve and
sometimes extend their reach into later-stage, growth-focused rounds. Their growth
often correlates with the maturing of portfolio companies and increased fund size in
subsequent vintages, allowing them to deepen involvement and occasionally lead
Series B and C rounds.

While they continue fundraising early-stage funds, their internal capabilities grow
to support more complex deals and value creation in later stages through
growth-stage funds. It is still common for such firms to manage a mix of early-stage
and growth funds, reflecting a strategy of supporting companies in later stages and
maintaining flexibility in capital deployment.

Case Study T Earlybird Venture Capital

Earlybird Venture Capital was founded in 1997 and initially focused on the DACH
region, specialising in emerging technology companies. While from the outset,
Earlybird pursued early-stage investments in Europe, over time, the fund scaled
into the growth stage.

~

O At first, Earlybird focused on early-stage funding with its initial fund
(Earlybird Fund I/II, vintage 1999), and subsequent funds in 2001 (Fund III)
and 2007 (Digital West Fund V).

In 2012, Earlybird raised its Digital West Fund V, which achieved the best
performance among early-stage funds with a net multiple of 2.71X and a net
IRR of 12.9%.

The fund manager introduced its growth strategy with Growth Opportunities
Funds, a family of vehicles designed to support later-stage rounds.
Beginning in 2009, these funds grew significantly in sophistication and
scale.

0 Growth Opportunities I, 1V, and V (vintages 2019-2022) reached
cumulative commitments of nearly EUR 300 million. These funds have
shown good returns: 3.91X multiple and 18.9% IRR for the Earlybird Growth
Opportunities Il Fund.

O«

O«

O Later, Earlybird expanded its strategic scope by introducing thematic fund
verticals. Health Fund | was launched in 2017 with a EUR 85 million close,
followed by Health Fund Il in 2022, which nearly doubled in size to EUR 173
million, targeting innovative companies in life sciences and deep tech.

It can be summarised that the evolution of Earlybird exemplifies a modular scaling
strategy: It expanded its reach by launching general early-stage, growth-focused
and thematic funds operating under a common brand and investment philosophy.
As of 2024, with 14 funds closed and a total committed capital base of
approximately EUR 1.7 billion, Earlybird stands as a model of an early-stage fund
with a notable presence in growth-stage financing.
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Other fund managers that were analysed and seen as showcases of such strategy
are Supernova Invest, Kurma Partners and Indaco Venture Partners.

This strategy needs to be distinguished from the practice of early-stage fund
managers who may occasionally participate in later-stage rounds, but their role
remains limited to co-investment, usually in follow-on rounds for existing portfolio
companies. These fund managers rarely lead growth rounds or deploy significantly
larger checks, instead opting to stay close to their original mandate. Their
operational model remains rather unchanged as they rarely develop distinct internal
capabilities or processes needed for growth equity fundraising and investment.
Examples of such practices are transactions by 360 Capital, Mangrove Capital
Partners, and Founders Future.

Growth fund managers with an industry focus

This segment includes fund managers who focus on a specific industry or technology
vertical while investing throughout Europe and beyond. Their competitive edge
comes from deep technical knowledge and sectoral networks. They tend to invest
globally, focusing on sectors such as HealthTech, CleanTech, SaaS and others.
Many of these fund managers have teams of scientific or technical staff (particularly
when investing in life sciences). It is also common to observe founders or investment
managers with backgrounds in corporate innovation roles from the same industry
bringing industry-specific knowledge and networks that are essential for identifying
scalable technologies.

These fund managers aim to support portfolio companies by helping with growth,
operations, and refining product-market fit.

Fund managers from this category also sometimes operate as corporate venture
capital arms, especially in sectors such as energy, mobility, and healthcare (for
example, Siemens Energy Ventures, LiOreal BOLD). In such cases, the fund might
benefit not only from the capital of the founding corporation but also from strategic
alignment, technical validation, and access to market infrastructure.

Case Study T Fountain Healthcare Partners

Fountain Healthcare Partners is a thematic growth-stage fund manager aiming to
invest in healthcare innovation. Across four funds launched between 2008 and
2024, the fund manager has over EUR 300 million under management,
concentrating exclusively on biopharmaceuticals, speciality pharma, medical
devices, diagnostics, and healthtech.

The fund managerts investment approach is driven by domain knowledge. Its team
brings together a strong combination of scientific and commercial expertise, with
several partners holding PhDs in fields such as biotechnology and chemistry.
Portfolio companies often benefit from Fountainis connections to contract research
organisations, hospital networks, and regional regulators, and advise on executive
recruitment, particularly in clinical, finance, and go-to-market roles. Fountain most
often leads or co-leads syndicates
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From its first fund in 2008 to its most recent vehicles, including Fountain
Healthcare Partners Fund IIl (2019) and Fund Il Annex (2024), the fund manager
kept the same investment model. The typical ticket size ranges from EUR 10 to 15
million, often targeting companies that have an early proof-of-concept and require
growth capital to scale manufacturing, launch products, or expand into new
markets. Consecutive funds raised have scaled in size from EUR 73 million (Fund
) to EUR 125 million (Fund 111).

From a geographical perspective, Fountain operates both in Europe and North
America, with a significant share of its investment in US-based biotech.

What sets Fountain apart is the consistency of its investment strategy: the funds
raised targeted the same industry vertical with a slight increase in the size of the
investment. The fund manager is successful in terms of performance, with its Fund
| (2008) and Fund Il (2014) achieving multiples of 1.8x and 2.3x, respectively, with
net IRRs exceeding 20%.

Other examples of fund managers following a similar scaling path are HealthCap,
Droia Oncology Ventures, and Future Energy Ventures.

Growth fund managers with alocal or regional focus

These fund managers emphasise regional presence and national market
understanding, investing in growth companies across several sectors within a
specific country or group of countries. Their source of competitiveness lies in their
close access to the deal pipeline and ecosystem proximity, making them effective
partners for domestic scaleups. Such fund managers also often receive funding from
national or regional development agencies as well as from the European Investment
Fund.

While such fund managers are usually sector-agnostic, their selection criteria often
emphasise local champions and companies with the potential to dominate national
markets or expand regionally. These funds may collaborate with sector specialists or
international firms for technical due diligence or follow-on funding, but retain strong
origination and post-investment support capabilities within their geography.

This model comes with inherent limitations as the sourcing and value creation are
often tied to national or sub-national ecosystems. Examples of funds with this
strategy are Région Sud Investissement, BOM Brabant Ventures.

Large fund managers with diversified strategies

These fund managers operate a large array of funds with a broad mandate across
multiple industries, geographies, and stages of investment. They often combine
venture, growth equity, and sometimes debt or hybrid instruments under one
umbrella. Their scale enables them to deploy capital flexibly, tailor investment
structures, and allocate resources dynamically across the investment lifecycle.

Entry into growth equity is seen by such fund managers as a way to balance sector-
specific risks and benefit from cross-portfolio synergies. These funds typically have
substantial internal teams with specialist knowledge in sourcing, execution, and
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portfolio support, and often work with institutional LPs seeking multi-strategy
exposure through a single relationship.

Case Study T Atomico

Founded in 2006, Atomico is a European fund manager. Now managing around
EUR 4.5 billion®® across six funds, Atomico operates as a hybrid venture and
growth investor, with a distinctly structured platform to address opportunities from
seed to pre-IPO stages.

The firmis core approach was historically executed through a single flagship fund;
however, with Fund VI (vintage 2022), Atomico introduced a dual-vehicle structure:
an early-stage venture fund and a dedicated growth-stage fund. This enabled
Atomico to deepen its strategy-specific focus, with growth investing becoming a
more stand-alone sub-strategy.

Atomico Growth (2022 vintage), a EUR 650 million fund, represents the firmis
clearest push into growth equity. It targets investments from Series B through to
pre-IPO, with initial tickets between EUR 17 million and EUR 45 million®¢. The
vehicle is investing globally, with the flexibility to back non-European
headquartered firms, provided there is a strong European connection, such as
European founders, a strong presence in the market, or expansion into the region.
The vehicle was anchored by the European Investment Fund (EIF), which
contributed close to 50% of the capital.

Beyond direct investment, Atomico previously maintained FoFs and an angel
programme to reinforce pipeline generation and ecosystem development. This
year, part of the FoF portfolio was sold to Kline Hill Partners, a PE group based in
the US (Nicol-Schwarz & Lewin, 2025). Although no longer core pillars, these
initiatives underscored Atomicois systemic approach to fostering European
innovation.

In terms of LP base, Atomico exhibits a balanced profile across pension funds
(~25%), insurers (10%), banks and asset managers (10%), and family offices
(10%), with the EIF and British Patient Capital playing significant roles in its
venture and growth vehicles. The Nordic region stands out for its high LP
engagement, attributable to a long-standing cultural alignment with tech-forward
and mission-driven investing.

Other funds showcasing this strategy: Inveready, Turenne Capital, AXA Venture
Partners.

Other strategies

While most European fund managers adopt one of the previously mentioned scaling
models in growth equity, a few rather different growth paths have been observed,
although more rarely.

55 USD 5 billion

56 USD 20 to 50 million.
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Strong growth stage focus: One such group includes fund managers with a strong
focus on growth stage but no apparent industry or regional specialisation. Typical
investments for such funds are Series B and D, targeting companies in the scale-up
phase. A flexible mandate allows them to pursue cross-border opportunities, placing
emphasis on founder quality and performance rather than sector alignment.

From buyout to growth investing: Another less typical approach is for buyout fund
managers to provide growth equity through minority positions in scaling businesses.
These fund managers apply their experience in governance, operational efficiency,
and financial structuring to the growth segment, often through newly established
vehicles or dedicated teams. This strategy allows them to access earlier-stage
opportunities while maintaining a disciplined investment model rooted in private
equity.

European growth equity is characterised by a diverse range of strategic approaches,
each shaped by the fund manageris investment philosophy. Taken together, these
strategies illustrate the increasing sophistication and breadth of the European growth
equity market, with fund managers adapting their models to capture different
segments of the scaleup opportunity.

Based on the interviews held, two broad camps of fund managers emerge. On one
hand, specialised fund managers (either defined by industrial or regional/geographic
focus) usually see the size of their niche as the main factor shaping their ideal size
and are not necessarily believers of ithe bigger the betteri approach.

For industryTspecific fund managers, the usual concerns are the limitations of
respective industries in the EU and even beyond, resulting in a limited number of
good targets to acquire. And importantly, because growth stage investment relies on
a pipeline of companies emerging from early-stage companies, there is no easy way
for such funds to increase the number of target companies in the EU. Consequently,
a more likely approach for these funds to solve the limitation is by adopting a global
investment strategy, which would probably later result in funds raised and deployed
in other geographies.

For regionally focused fund managers, the size of target ecosystems is also a
defining factor, as the ones focused on smaller ecosystems (Baltics and CEE more
broadly, as an example) see limited benefit of aggressively scaling assets under
management due to relatively smaller size of companies in the region and increased
competition for best targets (champions) with both industry-focused funds and non-
EU fund managers. When asked about potentially branching out into new regions,
fund managers were usually cautious about the ability to add value via such
strategies.

Importantly, specialised fund managers are also more likely to be discouraged by
scaling and cross-border fundraising barriers, such as requirements related to the full
AIFM authorisation, marketing limitations and the high cost of compliance (see the
full overview of barriers in Section 4).

The other camp is the more optimistic fund managers who see venture capital and
private equity activity as a business that needs to be optimised to capture market
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opportunities in an efficient way. They are more likely to raise large funds and target
larger growth and scale-up transactions in the EU. For these players, barriers to
fundraising and cross-border investment are to be overcome by efficient advisory
support and resources for compliance. Instead, they are more likely to consider the
more conservative investment culture in the EU as an obstacle to their activities, to
be solved by thought leadership and building cultural understanding. Importantly,
such market players tend to be based not only in the EU but also in other
geographies.

The takeaway is therefore that the fund managers with the right approach can scale
in the EU, and it can be considered as an objective to be solved not by one initiative
but by a complex program addressing available investment capital, competencies of
the investor community and competitiveness of European technology companies.

International examples of state-supported scaling mechanisms

To contextualise the European experience, itis important to examine how other
advanced economies have addressed similar scaling challenges. This section
showcases programs from the US, UK and South Korea that are aimed at
supporting the scaling-up of venture and growth capital funds. The cases illustrate
different institutional approaches, such as government-backed FoFs, regulatory
reforms to targeted sectoral investment vehicles, that aim to expand fund sizes,
attract institutional capital, and foster long-term growth in strategic sectors.

US T Small Business Investment Company (SBIC) Program (Electronic Code of
Federal Regulations, n.d.; Troutman Pepper, 2023; U.S. Small Business
Administration, 2025; U.S. Small Business Administration, n.d.)

The SBIC Program, overseen by the U.S. Small Business Administration (SBA),
supports small businesses by providing growth capital through licensed private
investment funds known as SBICs. Companies eligible under the 1940 or 1980
Acts (investment / small business investment companies) can apply for an SBIC
license, with a requirement to invest in small businesses across a variety of
industries.

While SBICs are privately managed, they benefit from access to low-cost,
government-backed loans. SBA can allocate up to USD 6 billion annually to these
funds. The program includes different types of SBIC licenses to align with diverse
investment strategies T from cash-flow-oriented debt investments to long-term
equity funds and fund-of-funds models.

As of 2025, over 300 licensed SBICs manage more than USD 46 billion in
combined public and private capital. In 2024 alone, USD 7.3 billion was invested in
2,625 small business loans. As an example, Plexus Capital, a private equity firm
that focuses on providing capital to lower middle-market businesses, by 2022 had
raised $1.7 billion across five SBIC-backed credit funds and one private equity
fund. (Business Wire, 2022)

US T The Build to Scale Capital Challenge (U.S. Economic Development
Administration, n.d.; U.S. Economic Development Administration, 2023)

The Build to Scale Capital Challenge, managed by the U.S. Economic
Development Administration, aims to improve access to capital in regions with
limited equity funding. Although grants from the program cannot be used directly
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as investment capital, they support fund scaling by enhancing operational
infrastructure, fostering investor engagement, and strengthening fund
management for early-stage investment funds and networks. By providing grants
of up to USD 750,000, the Capital Challenge helps organisations form, launch, or
expand investment funds that deploy capital into scalable startups, driving the
growth of regional technology clusters.

UK T Public co-investment and anchor capital model

The state-owned British Business Bank supports venture and growth equity
markets through a coordinated fund-of-funds approach, leveraging both
programmatic public co-investment and institutional capital.

Its Enterprise Capital Fund (ECF) (British Business Bank, n.d.-a; ScaleUp
Institute, 2023) programme increases fund size and de-risks private capital by co-
investing in VC funds. The programme itself is designed to address the equity gap
that prevents many promising early-stage SMEs from accessing the capital they
need to grow, by supporting fund managers who invest in these businesses. Each
ECF is a fixed-life, privately managed fund, with the fund manager responsible for
sourcing and managing investments. The programme typically backs two to three
new funds annually. Over the lifetime of the ECF programme, the average size of
a commitment for the selected funds has grown from around GBP 20 million to
GBP 60 million. As for 2023, the ECF programme has supported 43 funds,
investing over GBP 784 million.

As companies mature and enter the growth or scale-up phase, British Patient
Capital, (British Business Bank, n.d.-b) a long-term investment vehicle managed
by the British Business Bank, provides essential patient capital to innovative UK
businesses. British Patient Capital invests indirectly through venture and growth
equity funds and directly via co-investments, bridging the funding gap for capital-
intensive, later-stage businesses.

Complementing this, the Managed Funds Programme, (British Business Bank,
n.d.-c) launched in 2018 as part of the Governmentis Patient Capital Review, aims
to unlock institutional capital, such as pension funds and insurance providers. The
British Business Bank acts as an anchor investor in large private funds of funds
that, in turn, invest in a diverse range of venture and growth capital funds
supporting high-growth UK businesses. The programmeis GBP 550 million
commitment has been allocated across six delivery partners.

As part of efforts to boost life sciences in the UK, British Patient Capital launched
the GBP 200 million Life Sciences Investment Programme (LSIP) (British
Business Bank, n.d.-d) in 2021. Managed by the British Business Bank, LSIP aims
to address the growth equity gap faced by high-potential UK life sciences
companies by acting as a cornerstone investor in later-stage venture funds
dedicated to the sector. The programme typically commits between GBP 50 million
and GBP 100 million to each selected fund, targeting fund managers with strong
UK ties and deep expertise in life sciences. To extend its impact, LSIP also
partnered with Abu Dhabiis Mubadala Investment Company.

The Long-term Investment for Technology and Science (LIFTS) (British
Business Bank, n.d.-e) initiative aims to unlock institutional capital, particularly
from defined contribution pension funds, to support the UKis most innovative
science and technology companies. It focuses on creating new funds or
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investment structures that channel long-term capital into high-growth sectors. In
November 2024, following a call for proposals, the British Business Bank
committed GBP 250 million to Schroders Capitalis new Long-Term Asset Fund
(LTAF, designed specifically for institutional investors. This investment was
matched by GBP 250 million from Phoenix Group, creating a GBP 500 million
vehicle expected to scale to over GBP 1 billion. The LTAF enables pension funds
and other institutional investors to invest in late-stage UK science and technology
companies, with around 20% of the fund allocated to life sciences.

South Korea T Amendments to the financial investment services and capital
markets act (FISCMA) (Korea Legislation Research Institute, n.d.)

FISCMA is South Koreais main legal framework for securities transactions. Major
amendments in 2015 and 2021 eased regulations on PE funds, modernising the
private fund regime. (Shin & Kim, 2024)

Previously, PE funds were tightly regulated, causing limitations in investment
scope, fundraising, and deal structuring. The reforms increased flexibility, lowered
entry barriers for joint investments, and expanded capital formation.

Key regulatory changes included a shift from pre-registration to ex-post reporting,
reducing administrative burden; permission to use multi-level SPVs; and the
allowance for strategic investors to co-invest in PE-backed SPVs. Two fund types
were introduced: general private funds (retail access, stricter rules) and
institutional private funds (for qualified investors). Restrictions on property
management and loan-based investments were removed, fund-level borrowing
was permitted, and the investor number was raised from 50 to 100, broadening
participation opportunities for individuals and institutions. (Chambers and Partners,
2024).

South Korea T national investment vehicles for innovation and capital
expansion

In 2005, South Korea also started developing a government-backed FoF
infrastructure to scale VC and PE funds. KVIC (Korea Venture Investment Corp.,
n.d.) operates as both an investment body and a government agency. By 2022, it
supported 57% of all venture funds in Korea. Its core programme, the Korea Fund
of Funds (KFoF) (Korea Venture Investment Corp., n.d.-a; Korea Venture
Investment Corp., n.d.-b), allocates public capital to Partnership Funds managed
by private VCs that invest in startups and SMEs. Between 2014 and 2019, KFoF
supported about 20% of all venture capital funds in Korea.

In 2013, KFoF launched the Foreign VC Investment Fund (FVCIF) (Korea
Venture Investment Corp., n.d.-c; Korea Venture Investment Corp., 2025) to attract
foreign capital into Korean startups. FVCIF only invests in funds managed by
foreign fund managers who commit to managing a fund aimed at investing in
Korean companies. The annual investment budget is around 100 million EUR
(2025).

Founded in 2016, K-Growth (Korea Growth Investment Corp., n.d.) is another

public FoFs platform focused on VC and PE. It invests in funds active in growth
stages, managing around 6 billion EUR invested in 500 sub-funds. The largest

sub-fund is the Growth Ladder Fund (GLF) that has already deployed over 2.5

billion EUR into 80+ VC/PE funds supporting 900+ SMEs.
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Korea Investment Corporation (KIC) (Korea Investment Corporation, n.d.),
South Koreais SWF, manages foreign reserves through global long-term
investments. While it focuses on equities, bonds, and real estate, 22% of its
portfolio is in alternatives, including VC/PE. KIC allocates to global managers via
FoFs or co-investments.
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4. Key barriers to venture & growth capital fund
activities
As quantitatively illustrated in previous sections, the EU venture and growth
capital landscape continues to face impediments that prevent larger fund sizes
and larger ticket sizes from materialising in the ecosystem, despite ongoing
policy attention. Over the past two decades, barriers across the investment
lifecycle, including fundraising, capital deployment, and scaling, have been
repeatedly acknowledged by the European Commission, and several CMU and
other policy initiatives have attempted to address some of these barriers. To
accelerate the progress on smoother capital flows in the EU, both domestic and
cross-border, it is necessary to compile a comprehensive and detailed review of
the remaining barriers T including those that are inherent in the existing EU
regulations concerning the investors in funds and funds and fund managers
themselves; those that have been subject to gold-plating in the national laws;
impediments in the realm of taxation; as well as other, structural and market
barriers that prevent or stall fund activities.

This section attempts to aggregate relevant knowledge on the barriers to
venture and growth capital funds operations and capital deployment on the
regulatory, legal, tax and market dimensions: from existing studies on the topic
to opinions of stakeholders T potential LPs, existing LPs and fund managers,
and via the review of existing regulatory frameworks and legislation.

To disentangle and assess the impact of various barriers, this study adopts the
approach of assigning the barriers to the stages of the fund lifecycle at which
they most frequently manifest themselves. While the interplays of effects may
be complex, it is useful to classify the barriers into those that appear at the
fundraising stage, those that appear at the investment and post-investment
stage and those that impact the general fund operations (indirectly impacting
the previous two key processes).

What constitutes a barrier to fundraising

Barriers that especially manifest themselves during the time when the fund
manager approaches potential LPs for an investment, whilst the potential LPs
evaluate the opportunity to invest, as well as during the process of preparing the
documentation, conducting due diligence, transferring the monetary
commitment and, finally, during the holding period, are considered fibarriers to
fundraisingo. It must be noted that some batrriers in the fundraising process are
more familiar and applicable to institutional investors, while others, first and
foremost, impact fund managers T this must be considered when interpreting
the findings.

Below is a schematic overview of the various stages of the fundraising process
from the point of view of fund managers and potential LPs (Figure 47).
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Figure 47. Overview of the fundraising process.
Key stages

‘ Initial opportunity

assessment (LP) Investment process, Ongoing compliance
incl. due diligence and and reporting

Fund incorporation and commitment allocation
marketing (Fund manager)

Key stakeholders

Legal firms

Tax consulting
firms

National regulatory

authorities Fund manager

Source: Civitta analysis.
What constitutes a barrier to investment and post-investment care

Barriers that especially manifest themselves during the time when the fund
manager approaches or is approached by a startup for an investment, during
the due diligence and transaction structuring, as well as during the process of
management of the portfolio company, when the fund manager uses the
available methods to scale it, including across borders, to incentivise the
management and finally to exit the investment, are considered fibarriers to
investment and post-investment careo.

Below is a schematic overview of the various stages of the investment and post-
investment care process from the point of view of fund managers and potential
LPs (Figure 48).
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Figure 48. Overview of the investment and post-investment care

process.
Key stages

process, including
due diligence and
funds transfer

Key stakeholders
Investee
entity
Investee in a

and portfolio

assessment
management

Investment
Initial opportunity
insolvency

Fund operations ‘ Exit or |

different Member
State

National regulatory Tax consulting
authorities el firms

Source: Civitta analysis.
What constitutes a barrier to general fund operations

In addition to direct barriers, issues related to general fund operations (such as
reporting, fund incorporation, fund governance, etc.) may constitute indirect
barriers to fundraising and investing, on the one hand, impacting on the ability
of fund managers to dedicate sufficient time to finding, approaching and fulfilling
the obligations imposed on them by the LPs, which may result in fewer LPs in a
fund T either as a result of the fund manageris decision to limit the fundraising
scope or as a result of missed opportunities; and, on the other hand, to finding,
approaching and scaling the portfolio companies, which may result in less
successful returns. Such barriers are generally referred to as fibarriers to
general fund operationst in this study and indirectly impact all stages of the fund
lifecycle.

4.1. Barriers to the activities of EU-based venture &
growth funds T Literature review

As a starting point, and to portray the current state of research, Table 9
presents an overview of the barriers to the activities of EU-based venture &
growth funds pinpointed in existing studies, including academic research,
research by international organisations, professional service firms, fund
managers themselves, industry associations and other stakeholders. The
overview classifies the barriers into broad®’ categories based on the primary
force behind each barrier T regulatory & legal, tax, and market or structural
barriers T describes the effect of each barrier and at which stage of the fund
lifecycle this barrier predominantly manifests. This overview consists of 20
general barriers, each with its specific key concerns, and forms a backdrop to

57 These categories are not fully mutually exclusive T tax barriers are a consequence of items
defined in law while structural barriers may be reinforced by regulation, defying a clear-cut
division. However, the classification is useful to identify the chief source of influence.
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the interview analysis described in further sections, serving as a sample to
expand upon and validate.

Table 9. Regulatory & legal, tax and market or structural barriers affecting
activities of EU-based venture and growth capital funds T Literature review.

Topic®®

Marketing framework and
fees (European
Securities and Markets
Authority, 2023; Invest
Europe, 2019)

Incorporation and
operational issues of
fund vehicles (CMS,
2024; European Court of
Auditors, 2022; Deckert
& Francois, 2025;
Fagetan, 2021)

Description

Regulatory & legal

Key concerns highlighted:

(0]

No uniform taxonomy in AIFMD for key concepts of the regime,
particularly, the definition of fund marketing and where this process
begins.

Varying interpretations of Article 32 AIFMD by National Competent
Authorities (NCAs), resulting in fragmented passporting and cross-
border marketing:

0 Vague definitions of pre-marketing and marketing (Article 4) in
AIFMD T as a result, some jurisdictions (e.g., Germany) have
introduced rules on reverse solicitation and passive marketing
not featured in AIFMD.

0 Varying notification requirements (Article 32).

Varying regulatory fees (no marketing fees in some Member
States, while multiple Member States charge fees for
obtaining an inward marketing passport).

Especially fragmented passporting for funds dependent on national
private placement regimes (NPPRs) T non-EU AlFs, EUVECA non-
eligible funds.

Exclusion of non-professional investors (Article 43 AIFMD, Markets in
Financial Instruments Directive (MiFID) Il criteria).5®

Effect: Costly passporting and marketing process, especially in some EU
jurisdictions and for funds that choose to market in multiple jurisdictions;
Limited cross-border fundraising activity overall.

Stages of fund lifecycle affected: Fundraising, fund marketing.

Key concerns highlighted:

[0}

O«

Fund legal structures vary by national jurisdiction and are less
compatible with best industry practices in some jurisdictions.

Fragmented AIFMD, EuVECA authorisation procedures across
Member States.

o No distinction between venture capital and private equity funds
vs. other investment vehicles under AIFMD, with implications for
document templates, notification procedures not aligned with
industry standards.

58 This list is a compilation of key concerns highlighted in the secondary sources and does not
claim to be fully comprehensive but rather serves as the best attempt to capture the most critical

concerns.

59 Albeit these are typically not the core investors of a fund, interviewees across geographies
admit that investments from individual experienced entrepreneurs and family offices catalysed
their firms at an early stage, and have an added advantage of more involved experience-
sharing and support than in the case of institutional investors.
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Supervisory fees and
ancillary charges (Invest
Europe, 2025b)

Local presence and
substance tests (Deckert
& Francois, 2025;
European Commission,
2019)

Reporting and disclosure
obligations (Deckert &
Francois, 2025; Invest
Europe, 2024)

0 Additional requirements for an AIFMD-authorised fund in terms of
governance (e.g., independent supervisory and management board).

0 Appointing a depository requirement (AIFMD Article 21).

0 More extensive regulation of AIF and AIFM activities in some Member

States (AIFMD gold-plating) related to remuneration, depositary and
operational requirements, authorisation process, etc.

Effect: Disincentive to scale the firm past EUR 500 million in AuM; Fund
managers have less capacity for core operational functions; EU funds are
domiciled in fifund-friendlyo jurisdictions with flexible legal vehicles (as
highlighted in section 1.2 above).

Stages of fund lifecycle affected: Fundraising: Fund incorporation. General
fund operations.

Key concerns highlighted:

0 Fragmented firm registration, AIFMD and EuVECA authorisation costs
and fees across Member States T ranging from relatively low to very
high in some Member States.

0 Fragmented annual supervision fees T ranging from relatively low to
very high in some Member States.

0 Applicable fees are based on the interpretation of the extent of local
presence, with no uniformity across Member States (operating in the
country vs. marketing in the country).

0 Additional fees and charges imposed by supervisory authorities in
some Member States.

Effect: Disincentive to scale the firm past EUR 500 million in AuM;
Disincentive to scale and/or market cross-border; EU funds are domiciled in
fifund-friendlyo jurisdictions (see Section 1.2 for further details).

Stages of fund lifecycle affected: Fundraising: Fund incorporation. General
fund operations.

0 Key concerns highlighted:

O«

Delegation frictions in cases when the fund operates cross-border or
has team members in other jurisdictions and/or with citizenship other
than the fund domicile.

0 Lack of depository passporting, leading to duplicate depositories across
operating jurisdictions (AIFMD Article 21).

0 Effect: Fund managers have less capacity for core operational
functions; Disincentive to scale cross-border.

Stages of fund lifecycle affected: Fundraising, Fund marketing.
General fund operations.

Key concerns highlighted:

0 Extensive and varying (by country, by requesting party) anti-money
laundering (AML) and Know Your Customer (KYC) disclosures.

0 Extensive and varying (by country, by requesting party) sustainability
and ESG disclosures.

O«

Even more extensive AIFMD reporting requirements for firms with more
than EUR 500 million in AuM, with gold-plating in some Member
States.

0 Reporting standards not aligned with the long-term nature of the asset
class: e.g., periodic valuation requirements, periodic risk and leverage
reporting, liquidity management and stress testing requirements, Key
Information Documents (KID).

0 Fragmented supervision for cross-border funds: risk of double
notifications, double submissions of reporting forms.
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Legal challenges during
portfolio management
(Bhatia et al, 2019;
Biernat, da Silva, &
Herkelmann, 2025;
Henrekson & Sanandayji,
2018; Claveres, & Frie,
2024; Not Optional, n.d.;
NordicHQ, 2023)

0 Additional complexity of reporting due to varying LP preferences in
funds with multiple LPs, or the overlap between LP and supervisory
reporting requirements.

Effect: Limitation on how many LPs a fund can handle due to the costs of
compliance and reporting tools; Disincentive to scale the firm past EUR 500
million in AuM; Fund managers have less capacity for core operational
functions.

Stages of fund lifecycle affected: General fund operations.

Key concerns highlighted:

0 Some aspects of company/corporate law can vary across Member
States, creating fragmentation and uncertainty:

0 Variations in board structure requirements.

Definitions of ownership rights.

Beneficial ownership disclosure requirements.

Legal protection of beneficial (shareholder) vs. legal owner.

O O O O

Transferability of shares and discrepancy in transfer rules
(settlement timing, documents required).

o Ease of modifying the ownership structure of a portfolio company
(e.g., possible to change only once in the first agreement in
some jurisdictions).

O«

Sub-optimal regimes for stock options schemes in some jurisdictions®®

O«

Employment law: varying degrees of employee protection (working
time, dismissals/redundancies, remuneration, holidays, discrimination
and harassment, workplace discipline, and termination of employment),
social security laws.

0 Industry-specific regulations: specialised funds are sensitive to
regulations in their specific industry, such as cross-border licensing,
varying General Data Protection Regulation (GDPR) interpretations,
market structure differences, length of procedures and tight eligibility
criteria.

0 Variations in insolvency regimes and inefficient enforcement
mechanisms in some Member States (short insolvency timelines,
bureaucratic burden even for small early-stage companies; personal
liability of board members; general ineffectiveness of court systems).

Effect: Complicates modification of the company governance structure
following the investment; Complicates incorporation and stalls growth of
portfolio companies across the EU; Low company recovery rates in the case of
default; Makes some jurisdictions less attractive for investment than others;
Companies move to more attractive jurisdictions.

Stages of fund lifecycle affected: Investment: Investment process, Portfolio
management.

Tax & Prudential regulation

60 Best-practice expectation: low effective tax rate, tax only due when shares are sold, taxed
once either on gains at sale or on spread at exercise, flexible options amounts and no
restrictions on companies that can issue options, non-voting shares eligible for preferential tax
treatment, no formal valuation required.
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Prudential rules and
gold-plating thereof®!
(Arnold, Claveres, & Frie,
2024)

Capital gains tax cross-
border fragmentation &
related uncertainty
(European Commission,
2017; FasterCapital,
2024; van Dongen, 2024)

Key concerns highlighted:

O High capital requirements to balance the risk for insurance companies
in banks, with varying implementation at a national level.

O«

National-level caps on the portfolio share or a full ban on investments
in alternative assets, typically for pension funds, with varying
implementation across MSs.

Burdensome risk management disclosures for LPs.

O«

The general principle of risk estimation in prudential models is based
on the sale of assets at the worst possible time, disregarding the
diversification benefits and disadvantaging long-term assets; treatment
of venture capital as a fispeculative assett in CRD/CRR.

Ox¢

6 Other gold-plating and conservative interpretations of prudential rules
formulations across Member States.

Effect: Directly limits capital allocated to alternative asset classes by
institutional investors; Fosters the culture of risk aversion.

Stages of fund lifecycle affected: Fundraising: Initial opportunity
assessment, Investment process, Ongoing compliance and reporting.

Key concerns highlighted:

0 Cross-border capital gains tax treatment uncertainty: depending on
whether a fund pooling and acquiring vehicle is treated as merely a
conduit for another entity, it may or may not be eligible for Double Tax
Treaties and, subsequently, withholding tax relief. Eligibility strongly
depends on the local tax authoritiest interpretation and domestic law,
subject to the type of fund and fund manager legal vehicle, given the
absence of a unified pan-EU fund form.

0 In some jurisdictions, fund legal vehicles offering transparency status
for tax purposes are not available, leading to unfavourable tax
treatment of capital gains (double taxation at the fund manager and
individual investor level).

0 |If eligible for a refund, reclaiming withheld taxes takes a long time in
some jurisdictions.®?

0 Lack of non-taxable minimum on returns realised on exit in most EU
countries.

Effect: Higher tax and tax compliance burden; Higher tax

consulting costs; If a local fund manager establishes a fund

elsewhere due to a more tax-favourable jurisdiction, LPs may face
investment mandate limits.

Stages of fund lifecycle affected: Fundraising: Initial opportunity
assessment; Investing: Fund decision to invest. General fund operations.

61 Prudential regulation: Solvency I&lIl, Institutions for Occupational Retirement Provision
Directives (particularly, IORP 1l), Capital Requirements Directive and Regulation (CRD/CRR),
Basel Framework, certain requirements of MiFID Framework, and related national rules
governing the activities of pension funds, insurance companies and banks.

62 The European Commission has recognized these issues and proposed the FASTER initiative
to simplify withholding tax relief EU-wide. However, it addresses only one aspect of the problem,
and it is challenging to assess its impact before the full rollout.
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Key concerns highlighted:

0 Cross-border carried interest tax treatment uncertainty: depending on
the interpretation of local tax authorities and domestic law and the type
of legal vehicle for the fund/fund manager, carried interest for fund
managers with cross-border operations may be deemed ineligible for

withholding tax relief and double-taxed.

Carried interest tax 8 o L . .
0 In some jurisdictions, carried interest does not receive preferential tax
cross-border

¢ N treatment at all or does, depending on the fund's legal vehicle,
ragmerll ation N relate potentially leading to unfavourable tax treatment.
uncertainty (Bluthgen,

2025; Hogan Lovells,
2025; Kim, 2018) consulting costs; If a local fund manager establishes a fund

elsewhere due to more tax-favourable jurisdiction, LPs may face

Effect: Higher tax and tax compliance burden; Higher tax

investment mandate limits; Differences in incentivisation of GPs of
cross-border funds.
Stages of fund lifecycle affected: Fundraising: Initial opportunity

assessment; Investing: Fund decision to invest.
Market

Key concerns highlighted:

0 Restrictive public funding mandates for LPs T trickling from the donor
level (e.g., European Structural and Investment Fund programmes) and
further interpreted conservatively by responsible national stakeholders.

0 Restrictions imposed by national budget funding mandates from
For public LPs national governments T on investing in fund managers that invest
Inconsistent & restrictive abroad.

public support mandate; 0 Restrictions on sector-specific investments, e.g., defence 63.
(Arnold, Claveres, & Frie,

2024) Effect: Some, typically more experienced, fund managers do not accept
commitments from LPs with restrictive mandates; Limited cross-border
investment by funds with restrictive LP mandates; Inconsistent mandates of
multiple LPs preventing larger tickets and interfering with fund managersi
strategy.

Stages of fund lifecycle affected: Fundraising: Initial opportunity
assessment; Investment: Fund decision to invest.

Key concerns highlighted:

0 Restrictions on the proportion of cross-border investments on venture &

Public LP restrictions on growth funds imposed by some LPs, e.g., national development banks,
fund investments and sovereign wealth funds.

(Claveres, & Frie, 2024; Public LP co-investment programmes tend to prioritise co-investments in
OECD, 2021) domestic startups and scale-ups implicitly or explicitly.

Effect: Limits cross-border investments.
Stages of fund lifecycle affected: Investing: Initial opportunity assessment.

63 Defence investments have received an uptake recently, with EIF supporting a defence tech
venture fund for the first time in May 2025.
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Lack of familiarity with
the alternative asset
class (Atomico, 2024;
Arnold, Claveres, & Frie,
2024)

LP home bias,
preference for familiar &
stable jurisdictions
(Arnold, Claveres, & Frie,
2024)

Fund managersi home
bias (Claveres, & Frie,
2024; European
Investment Bank, 2024)

Small number of potential
LPs due to market
conditions (Lagarde,
2024)

Misalignment of venture
& growth fund profiles
with the needs of LP
portfolios (Houbani, &
Knorr, 2024)

Key concerns highlighted:

0 No experience or history of investing in alternative assets for LPs -
most LPs have public market portfolio managers, but no staff with
experience in private markets.

0 Lack of national supervisors experience with handling issues related to
venture & growth funds, often due to a lack of experience and few fund
residents.

Effect: LPs: risk of allocating available capital elsewhere. Supervisors:
prolonged processes with increased risks, overly conservative interpretations.
Stages of fund lifecycle affected: Fundraising: Initial opportunity
assessment.

Key concerns highlighted:

Lack of familiarity with foreign legislation and overall environment.
0 Lack of network abroad.

0 Particularly for public LPs Soft and regulatory power of national
governments to support domestic investments.
0 Currency risks incentivising domestic investment (especially for fund

managers from Member States with national currencies).

Effects: Frictions to cross-border investment.
Stages of fund lifecycle affected: Fundraising: Initial opportunity
assessment.

Key concerns highlighted:
0 Reliance on home market familiarity and networks.

0 More challenging to support portfolio companies abroad due to more
limited knowledge of the local ecosystem.

Effect: Limits cross-border investments; Limits support offered to portfolio
companies.

Stages of fund lifecycle affected: Investment: Fund decision to invest;
Portfolio management.

Key concerns highlighted:

0 Prevalence of public asset managers with stricter investment
mandates.

0 Inthe case of public asset managers, national budget allocations to
supporting venture and growth ecosystem remains deprioritised in
many Member States.

0 Limited role of private asset managers and other private investors in
view of preference of retail investors and corporates for cash deposits
due to economic downturn and structural factors.

Effect: Limited capital availability.
Stages of fund lifecycle affected: Fundraising: Initial opportunity
assessment.

Key concerns highlighted:

0 Mismatch of minimum LP commitment sizes with what a fund manager
can accept.

0 Maturity mismatch and a related liquidity issue T inability to exit private
products at any time or at least time the exit appropriately.

Effect: Limited capital availability.
Stages of fund lifecycle affected: Fundraising: Initial opportunity
assessment.
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Internal risk aversion,
preference for safe asset
classes of LPs (Arnold,
Claveres, & Frie, 2024;
Lagarde, 2024;
Thomadakis, 2024)

Perceived high costs of
investing for LPs (Arnold,
Claveres, & Frie, 2024,
Thomadakis, 2024)

Exit considerations in the
EU (Claveres, & Frie,
2024; Oxera, 2020)

Key concerns highlighted:

0 Perception of poor potential returns of EU-based venture and growth
funds.

0 Lack of track record of EU-based venture and growth funds: often,
fundraising takes place before previous fund returns are realised, and
investors are unwilling to rely on incomplete information before
investing again.

0 Risk aversion of institutional investors due to experiences with financial
crises.

Effect: Limited capital availability; LPs allocate available capital elsewhere.
Stages of fund lifecycle affected: Fundraising: Initial opportunity
assessment.

Key concerns highlighted:

0 Costs of due diligence of an investment into a fund outweigh the
perceived expected benefits for LPs.

0 Management fees of venture & growth funds are perceived as high.

Effect: LPs allocate available capital elsewhere.
Stages of fund lifecycle affected: Fundraising: Initial opportunity
assessment.

Key concerns highlighted:

0 Stock market fragmentation, lengthy listing process and diverse listing
requirements.

0 Larger compliance gap in the EU for listed vs. non-listed companies
(vs. the same gap, e.g., in the US), making the listing option less
appealing or incentivising companies to move to a more attractive IPO
market.

0 Fragmented capital market (compared to more unified capital markets,
e.g., in the US), resulting in low demand for shares during the IPO
events and lower valuations at listing.

0 Less active M&A market in the EU; potential corporate buyers have
less active development strategies, resulting in lower valuations.

Effect: Companies relocate to more attractive markets for IPO or get acquired
by foreign corporations.
Stages of the fund lifecycle affected: Exit or insolvency.
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Due diligence & process
frictions during
fundraising, investing
(Claveres, & Frie, 2024,
Biernat, da Silva, &
Herkelmann, 2025)

Key concerns highlighted:

0 Mostly relevant for earlier stage investments Lack of EU-wide
standardised convertible note instrument - SAFE-like instruments, with
SAFE already used as a template by the EU funds; European
examples like BSA AIR (France), Convertible Loan Note (Germany)
exist but are not universally present.

0 Varying investment documentation practices: different national
conventions for share purchase agreement (SPA) and shareholder
agreement (SA).%*

0 Notarisation requirements.

0 Differences in accounting and other reporting standards and templates.

0 Lack of a centralised database of financial information on fund
managers and target companies.

O  Other minor frictions: cross-border document signing, and long times to

open a bank account, etc.

Effect: Complicates the cross-border investment process because of non-
harmonised practices and superfluous requirements.

Stages of fund lifecycle affected: Fundraising: Due diligence and
commitment allocation process. Investing: Investment process.

4.2. Barriers to general fund operations T Key barriers
based on the interview analysis

Figure 49 shows the relevance ranking of identified barriers to general fund
operations, based on the insights gathered from fund managers of venture and
growth capital funds as well as institutional investors.

64 Also related to differences in national corporate laws.
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Figure 49. Significant barriers to general fund operations based on the number of
interviews in which each barrier was mentioned (ranking by LPs and Fund
Managers)®.

- Legal - Tax and Prudential regulation - Market LPs (21 interviews) Fund Managers (41 interviews')

Internal risk aversion, preference for safe asset classes of LPs (cross-border)
Local presence and substance tests (cross-border)

Incorporation & operational setup of fund vehicles (cross-border relevance)*
Supervisory fees and ancillary charges (cross-border relevance)*

Capital gains tax cross-border fragmentation & related uncertainty (cross-border)”

Source: Civitta analysis.
Table 10 lists the key concerns raised in the interviews in connection with each
general barrier.

Table 10. Barriers to general fund operations T Key concerns raised in the
interviews®®,

Barrier Key concerns raised in connection with this barrier
A

AML/KYC reporting requirements.

Risk disclosure requirements for LPs during onboarding based on AIFMD Atrticle
23.

ESG disclosure obligations.

Reporting and A Formal valuation requirements.
dlsglos_ure AIFMD EUR 500 million threshold: sharp escalation of reporting requirements.
obligations

+ Conservative interpretation of igrey areaso by local NCAs.
+ Overlap of LP + LP or LP + supervisor compliance.

+ Cross-border fragmentation.

+ Disproportionate burden for small fund managers.

A Need for sufficient operational substance in every country of operation (control &

Local presence and oversight functions)

substance tests + Cross-border fragmentation.
+ Conservative interpretation of figrey areaso by local NCAs.

65 Legend: (i) (cross-border) T barriers specifically affecting cross-border fundraising (ii) fi*0 1
regulatory improvements can indirectly help to reduce or remove this barrier, (iii) iTo T operating
aspects were discussed in 41 (of 44 total) interviews with fund managers.

66 _Legend: + Cross-border fragmentation T a general cross-cutting issue most frequently
mentioned in conjunction with this barrier.

Colouring: Legal barriers, Tax barriers, Market barriers
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Barrier Key concerns raised in connection with this barrier

A No common EU legal form for funds.

A AIFMD: Depository requirement.
Incorporation & A Pension funds: do not invest in holding structures (tax issue)
operational setup of A AIFMD: Supervisory vs executive separation requirements.
fund vehicles A AIFMD: Audit frequency & scope.

+ Disproportionate burden for small fund managers.
+ Cross-border fragmentation.

A Supervisory fees T fund setup and recurring charges.

Supervisory fees A Licensing costs under AIFMD and EuVECA.
and ancillary ) .
charges + Disproportionate burden for small fund managers.

+ Cross-border fragmentation.

; : A Capital gains tax uncertainty, especially for non-specialised legal fund vehicles.
Capital gains tax pitalg ty, especially p g

cross-border
fragmentation &
related uncertainty

Capital gains tax fragmentation.
General lack of a tax-free allowance on capital gains.
Other tax peculiarities.

Source: Civitta analysis based on the interview programme

Among barriers to general fund operations that may be tackled
legislatively, reporting and disclosure obligations were the top recurring
concern among the interviewed stakeholders. An area of particular concern
most frequently discussed by fund managers and LPs is the extent of investor
disclosures and risk management reporting during the onboarding of LPs,
particularly the ones mandated by AIFMD Article 23 applied to the LPs before
they commit capital. These reporting requirements are extensive even when the
LP are large institutional investors T based on the interviews, LPs pooling the
capital of multiple parties on the level of their portfolio are sometimes required
to submit investor disclosures for each of those parties. According to
interviewees, some mandated disclosures are seen as not useful or overly
burdensome relative to the actual impact they provide to investors.

Furthermore, there is a growing call among fund managers for EU legislation to
acknowledge the specificities of long-term funds and reconsider the relevance
of certain AIFMD reporting obligations. In this regard, the key concern
mentioned in the interviews is the formal valuation requirements. AIFMD
mandates that funds produce audited annual reports and calculate net asset
value (NAV) at least annually. For long-term funds with illiquid assets and multi-
year investment horizons, this can be problematic. These funds typically do not
have frequent liquidity events or market valuations, making annual valuation
and reporting less meaningful. The requirement to conduct independent
valuations and comply with strict valuation governance can impose significant
operational costs and complexity, especially for smaller managers.

A broader issue related to reporting requirements in AIFMD is fragmentation.
Applicable to investor disclosures as much as to other reporting requirements,
national authorities frequently impose supplementary requirements despite
AIFMD establishing a harmonised baseline. The extent of cross-border
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fragmentation because of gold-plating illustrates the different levels of risk
aversion of regulators in each country and frequently correlates with the amount
of experience that the regulator has with supervising funds and fund managers.
Country-level analysis illustrates the degree of fragmentation of reporting
requirements for AIFMs. To provide several examples, in Italy, the regulatory
framework imposes stricter periodic reporting requirements than those
mandated by AIFMD: Italian AIFMs must comply with additional Bank of Italy
and CONSOB regulations, including more frequent reporting on portfolio
composition and risk metrics. Similarly, in France, the Autorité des Marchés
Financiers (AMF) requires AIFMs to submit detailed information on investment
strategies and risk exposures that exceed the standard Annex IV reporting
under AIFMD. Luxembourg requires a comprehensive mapping of Article 23
investor disclosures against offering documents, demanding granular cross-
referencing that significantly increases the administrative burden. In the
Netherlands, AIFMs must comply with additional transparency requirements
imposed by the Authority for the Financial Markets (AFM), particularly regarding
fee structures and conflicts of interest. By contrast, Estonia's Financial
Supervision Authority (Finantsinspektsioon) accepts more streamlined reporting
under the Investment Funds Act (IFA), more closely aligned with the baseline
AIFMD requirements. Still, it must be noted that fragmentation in the realm of
reporting requirements is relatively less prominent than in other AIFMD aspects,
based on the Member States legislation analysis. A detailed overview of gold-
plating of AIFMD reporting requirements across ten Member States in focus is
provided in Section 4.3 and Annex 5.

The cumulative effect of these divergent requirements is that AIFMs operating
cross-border must tailor their reporting and compliance frameworks. While this
is not a barrier preventing activities, fund managers cite high costs for both
internal and external legal staff, acting as a discouragement for cross-border
activity. National regulatory and legal barriers resulting from AIFMD gold-plating
are more often highlighted by GPs of smaller funds with scarcer resources,
potentially preventing their further scaling.

The approach to reporting requirements for sub-threshold managers also varies
across national jurisdictions. While countries like Bulgaria, Estonia, and
Germany largely align with the standard AIFMD thresholds, allowing sub-
threshold managers to operate under a registration regime with lighter reporting,
others introduce their own specificities.

In addition to AIFMD-mandated disclosures, AML/KYC disclosures also arise
in the context of investor onboarding for VC and PE funds, further complicating
matters and creating a certain overlap. AML/KYC disclosures are especially
stringent when it comes to non-EU investors, complicating entry to the EU
ecosystem of desirable sources of funds. Interview evidence suggests that
AML/KYC requirements tend to be applied uniformly without regard for
transaction size. Multiple stakeholders pointed to these requirements as
creating a significant administrative burden.
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Another frequently raised concern in connection with reporting is the
burdensome sustainability and ESG reporting. Despite the attempt to
harmonise reporting via the EU Sustainable Finance Disclosure Regulation
(SFDR) and Corporate Sustainability Reporting Directive (CSRD), the main
concern of fund managers is fragmentation in templates, data angles and
approaches of LPs when demanding disclosures for the same purposes. In
addition, the burden of reporting grows with the number of portfolio companies
and the number of LPs, becoming administratively heavy (especially for smaller
organisations), while the metrics required are often challenging to obtain and
quantify, requiring investments in costly measurement tools. Finally, some
sustainability disclosures are once again seen as overly burdensome relative to
the actual impact.

Pertaining to both reporting requirements and governance, the leap to
fifullo compliance occurring once the fund manager passes EUR 500
million AuM is seen as a barrier of its own and considered not
economically viable by many fund managers. This includes ongoing
obligations such as extensive risk management, compliance, internal audit
scope, and regulatory reporting systems and substantial minimum capital
requirements. The burden is further compounded by the need to appoint
independent depositaries. Fund managers report that the costs, complexity, and
operational requirements associated with full AIFMD authorisation are
prohibitively high for all but the largest players.

Many interviewees consider the leap to full AIFMD compliance to be not viable
for the fund managers in the size category between EUR 500 million and 1
billion AuM. According to them, this might create a disincentive for raising
subsequent funds for fund managers just below the threshold, potentially forcing
experienced team members to leave and start new firms and, subsequently,
market fragmentation. Interview evidence suggests that the threshold, set over
a decade ago, no longer reflects market realities, especially considering inflation
effects. Several interviewees advocated for raising the threshold to at least EUR
1 billion, arguing that this would better align with current fund sizes and reduce
the opportunity cost for managers who would otherwise be forced to divert
resources away from investment activities and towards compliance.
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Table 11. Additional threshold requirements for a fully authorised AIFM, as
compared to a sub-threshold managers registered under the EUVECA
Regulation.

Additional requirements for fully authorised AIFM

Capital & own funds 6 Initial capital T EUR 125 thousand + 0.02% of AuM above EUR
requirements 250 million.

0 Increased liability insurance.
Governance & 0 Independent functions and separate senior management for:

organisation compliance, risk, and valuation.

requirements 6 Independent depositary.
0 Formal risk framework, incl. documentation, reviews, and
regular reporting to regulators.
O  Strict remuneration rules (no carry remuneration for compliance
/ risk / valuation functions, regulated variable pay structure, pay
disclosures).
Additional costs Additional costs could amount to around 20% of the fundis operating

costs for a EUR 500 million fund with a 2% management fee:

Any significant costs of launching authorisation applications (may
exceed EUR 1 million for external consultants and lawyers).

0 0.05% of AuM on custodian bank services.

0 0.1% on external outsourced AIFM (most likely required to
comply with governance requirements above).

0 Additional documentation and administrative burden at the
manager level (additional employees; opportunity cost of the
investing teamis time).

Source: Invest Europe 2025b.

While the underlying rationale for extensive reporting is robust investor
protection, fund managers often highlight that they provide extensive
disclosures during due diligence and beyond to their LPs, most of which are
sophisticated finance sector organisations. Often, LPs may demand disclosures
for similar purposes but pertaining to different aspects, with public investors
(that are the prevalent investors in the ecosystem) typically requiring especially
stringent checks. The added layers of detailed reporting to regulators, coupled
with escalating demands for risk compliance, ESG checks, and other
disclosures, are perceived as somewhat redundant and disproportionate. Such
requirements may place EU investors at a competitive disadvantage compared
to non-EU investors who can execute deals with greater speed and flexibility.

The regulatory burden continues to increase with new requirements T recently
introduced DORA (Digital Operational Resilience Act) was cited as an example,
which, according to some fund managers, requires dedicating up to one
additional full-time employee to handle.

Case Study T AIFMD authorisation for a cross-border fund

A cross-border private equity and venture capital investment firm operating in
the CEE region recently reached the AIFMD threshold of EUR 500 million in
AuM, triggering the requirement for full AIFM authorisation. Despite the
accumulated assets under management surpassing this threshold, the active
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fundraising and investment of this manager is of much smaller scale, with
individual funds typically between EUR 100-150 million, making the additional
regulatory requirements particularly burdensome.

Of the requirements applicable to a full AIFMD authorisation, several aspects
created significant operational challenges and costs for the firm:

~

(0]

Formalised policies and remuneration structure: The firm had to
implement detailed remuneration policies that dictate how the
investment team can be motivated, with specific regulatory
requirements that must be followed precisely. This reduced flexibility in
team compensation compared to the previous structure.

Complex governance requirements: The firm had to restructure as a
public limited company in its jurisdiction to allow for the strict
separation between management and supervisory boards. This also
created practical challenges as partners previously involved in daily
operations could no longer maintain those roles if serving on the
supervisory board. Finding suitable independent board members
proved difficult given the firm's size.

Depositary oversight: A depositary bank must authorise every fund
transaction and payment, creating a significant recurring cost of EUR
50,000-100,000 annually. While this adds a layer of investor protection,
for smaller funds, this represents a considerable expense relative to
the fund size.

Increased compliance burden: The firm needed 2-3 additional full-
time legal and compliance personnel, costs that must be covered
through management fees. This effectively reduced resources
available for the investment team.

Local oversight & authorisation process: After obtaining
authorisation, the firm had to migrate existing funds (even some that
were retired or close to it, albeit others were exempt under the
figrandfathering clauseo) under the new regime in the country of
authorisation, including ones domiciled in other countries. This
required changes to fund agreements to transfer them from the general
partner to the authorised entity. The migration process required
obtaining investor approvals for certain changes, but investors often
did not understand why these technical changes were necessary.
While mostly technical in nature, this process created substantial legal
work and costs and extended the authorisation timeline.

Regarding the overall process, the local financial regulator, while trying to be
flexible, lacked experience with regulating private equity fund managers since
this was their first such case. This created uncertainty.

Notably, the full authorisation has not provided significant benefits for the
firm's fundraising efforts. Their typical institutional investors conduct their own
due diligence regardless of the status. While authorisation theoretically
enables cross-border marketing through passporting, in practice, this requires
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additional product registrations that are time-consuming and complex. For a
firm that does not envision expanding its reach beyond the region and deals
with a small number of sophisticated institutional investors, reverse
solicitation approach remains more practical than utilising the passport
regime.

The case highlights how the current AIFMD threshold creates challenges for
mid-sized managers - while the regulatory requirements might be appropriate
for billion-euro funds marketing to multiple investors, they create a
disproportionate burden for firms with AuM close to the threshold, managing
smaller funds.

In addition to the post-authorisation compliance, the authorisation
process itself continues to be characterised by significant divergence at
the national level, transforming into a burden for some fund managers.
While AIFMD sets out minimum requirements for authorisation, some
jurisdictions introduced additional layers of scrutiny, documentation, and local
requirements, creating further costs for fund managers. As seen in the case
study above, regulators in jurisdictions with few AIFMD-authorised managers
may lack experience in the authorisation process, introducing even more
regulatory uncertainty and extending timelines. Albeit not prominently featured
as a barrier on its own, fund managers referred to long processing timelines as
a source of annoyance and time cost.%” Likewise, the burdensome registration
process for EUAVECA was sometimes highlighted.

On the topic of incorporation and operational setup, fund managers also
cite difficulties related to the lack of a unified EU legal fund structure and
note that options currently available in multiple jurisdictions are not
tailored to the specifics of venture and growth capital. Jurisdictions like
Luxembourg, Estonia, and Sweden stand out for offering flexible and tailored
fund structures, including limited partnerships and specialised vehicles like
Luxembourg's SCS/SCSp or Estonia's Investment Funds Act structures, that
better meet the needs of VC and growth capital. In contrast, countries such as
Poland or Bulgaria lack dedicated legal entity types for VC funds and have
weaker regulatory frameworks, limiting tax benefits and investor protection. In
some jurisdictions, it is not possible to establish a venture capital (VC) fund
vehicle as a limited partnership T the preferred legal form for VC and growth
capital due to its flexibility, investor protections, and tax transparency. Instead,
funds are often structured as corporate entities such as private limited
companies or holding companies. A detailed review of legal forms and possible
fund vehicles is available in 10 Member States in focus is provided in Section
4.3 and Annex 4.

Overall, many fund managers express strong support for a more unified EU-
wide regime that harmonises legal fund structures. Such harmonisation could

67 Overview of requirements for AIFMD authorisation process for the ten Member States in
focus is likewise available in Annex 4.
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reduce double taxation risks, improve tax certainty, and facilitate cross-border
fundraising and investment through more predictable legal treatment of
investors.

Particularly during fundraising, the structural differences related to legal
vehicles have important implications for the tax treatment of both limited
partners (LPs) and general partners (GPs). Corporate entities such as private
limited companies or holding companies are generally tax opaque. This means
the fund itself is treated as a separate taxable entity rather than a transparent
vehicle, leading to income from investments being taxed at the entity level and
then again at the investor level, increasing the overall tax burden. In contrast,
limited partnerships typically allow income to flow directly to investors, who are
then taxed individually, enabling more favourable capital gains treatment and
access to double taxation treaty benefits.

An additional issue with the tax treatment of capital gains is the lack of
harmonisation in how different EU jurisdictions classify fund vehicles, define
beneficial ownership and recognise relevant documents, which creates
significant uncertainty and risks of double taxation even in the presence of
harmonisation measures. Eligibility of operations for Double Taxation Treaties
(DTTs) strongly depends on the local tax authorities{ interpretation and
domestic law. Non-specialised or corporate fund vehicles may fail to qualify
under relevant treaties due to the unfavourable interpretation, limiting access to
reduced withholding tax rates. This complexity discourages certain investor
types; an example cited in an interview pertained to a Swedish philanthropic
foundation that have been deterred from investing in Finnish funds due to
unfavourable tax treatment. In certain jurisdictions, pension funds abstained
from investing in firms incorporated as a holding company.

Tax uncertainties create cross-border challenges also in seemingly predictable
situations. Examples from interviews include the mentions of French fund
structures such as the Fonds Professionnel de Capital Investissement (FPCI),
while popular, cause tax transparency problems for German investors,
sometimes leading to double taxation on portfolio exits. Similarly, Belgian
investors in a Dutch fund were reporting cases of tax disadvantages, requiring
complex "feeder fund" structures to be established in Belgium to mitigate double
taxation risks.

Interestingly, while tax-transparent vehicles are generally preferred for their tax
efficiency, some private LPs express reservations about them due to the
unpredictability and complexity of taxation, based on the interviews conducted.
Some LPs, particularly private or non-institutional investors, express a
preference for tax-opaque fund structures, arising from a desire for predictability
and simplicity in their tax affairs. In a tax opaque structure, the fund itself is
taxed as a separate legal entity; LPs receive distributions after the fund has
paid its taxes, and their own tax reporting is typically limited to these
distributions. This arrangement can make it easier for LPs to forecast their tax
liabilities, especially when investing across multiple jurisdictions with complex
and sometimes conflicting tax rules. In tax-transparent structures, LPs may face
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unexpected or complicated tax filing obligations in multiple countries, and the
timing and character of income can fluctuate from year to year. For private LPs,
family offices, and some non-professional investors, this complexity and
uncertainty can be a deterrent, making the "all-in-one" approach of a tax-
opaque vehicle more attractive, even if it sometimes results in a higher overall
tax burden. Overall, this underscores the importance of having flexibility when
structuring a fund to consider a jurisdiction "favourable”.

A feature of most EU tax systems additionally discussed by fund managers is
the absence of a general annual tax-free allowance on capital gains. UK
provided a counterexample. investors in the UK benefit from an Annual Exempt
Amount, enabling them to realize a set amount of gains tax-free each tax year.
Although this threshold has been progressively reduced & from approximately
£12,300 in 2022723 to £3,000 for the 20247125 and 20257126 tax years®® & its
presence still offers a clear incentive and relief mechanism that is absent in
most European jurisdictions, and it favoured by EU stakeholders.

Other smaller, structural tax peculiarities related to capital gains in various EU
jurisdictions were mentioned. Among examples from the interviews, the
absence of a clear mechanism to distinguish between return of capital and
capital gains in Germany was mentioned, potentially resulting in the entire fund
distribution being taxed as profit, unless a redemption mechanism is explicitly
included in the Limited Partnership Agreement. In the Netherlands, private
investors are taxed under the Box 3 regime, which assumes a fixed return on
assets regardless of actual performance, leading to mismatches in low-
performing years. Meanwhile, Franceis exit tax can trap unrealized gains if
entrepreneurs or GPs move abroad. Although seemingly minor, these
differences may disadvantage some jurisdictions over others when assessing
the treatments of investments.

Overall costs related to fund setup were mentioned as a source of friction
in some jurisdictions, including registration and authorisation fees,
service provider charges, notarial and legal expenses, minimum capital
requirements to safeguard fund assets and annual fees on supervision
and maintenance. As is the case with other aspects, fund setup costs vary a
lot by jurisdiction; while some aspects may be more favourable in some
countries (e.g., the absence of annual supervisory fees), other aspects may be
less so (e.g., the higher minimum capital requirements). For instance,
Luxembourgis SCSp (Soci®t® en Commandite Sp®ciale) is popular for its
flexibility and lack of statutory minimum capital requirements, but managers
must still budget for CSSF authorisation fees (up to 118,000 for a full AIFM
authorisation), legal structuring, and ongoing compliance. An interviewed fund
manager setting up SCSp structures in Luxembourg reportedly spent
approximately 0.3% of commitments on the total setting up costs, while
establishing two smaller EUVECA vehicles cost ~3.1% of their total

68 TCGA 1992, Section 3; Finance Act 2023, Section 19.
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commitments, a disproportionately high figure driven by both legal complexity
and regulatory process that impacted the fund unit economics. An example of a
jurisdiction with high minimum capital requirements is Italy, which requires an
initial capital of EUR 1 million for AIFMs, though this amount is reduced to EUR
500,000 for AIFMs managing closed-ended AlFs restricted to professional
investors only and further reduced to EUR 50,000 for AIFMs managing AlFs
below thresholdsAn some jurisdictions, fees that are marketing in the
jurisdiction without a significant degree of presence are exempt from
supervisory and maintenance fees, while in others they are not.

Typically, corporate vehicles have higher minimum capital requirements to set
up than limited partnerships (in most jurisdictions, limited partnership has no
minimum capital requirements), impacting the attractiveness of a jurisdiction
where the limited partnership form legal is not available for funds. Differences in
minimum capital requirements for the corporate vehicles among jurisdictions
can also be drastic, from Estonian public limited companies (AS) requiring EUR
25,000 and private limited companies (OU) requiring EUR 2,500 to
Luxembourg-based SICARs and SIFs requiring a minimum subscribed capital
of EUR 1,250,000 (to be reached within 12 months).

France stands out as a positive example of reducing the barriers related to
setup costs. The French SLP (Société de Libre Partenariat) can be established
with symbolic minimum capital, often as low as EUR 1, making France one of
the most accessible EU jurisdictions for new VC fund formation. This low
threshold, combined with a range of specialized vehicles tailored for venture
and growth capital, has contributed to Franceis growing attractiveness as a hub
for VC activity, as confirmed by GPs interviewed for this report. A detailed
review of fund setup costs gold-plating across 10 Member States in focus is
provided further in Section 4.3 and Annex 4.

Regulatory requirements related to local presence are especially impactful
on the scaling choices, given that fund managers prefer to draw on
centres of expertise and support functions established in other
jurisdictions even while retaining their centralised presence in a single
Member State. The ability to delegate key functions, such as portfolio
management, risk management, administration, or even certain compliance and
operational tasks, to specialised service providers or affiliates in other countries
is therefore critical for efficiency, access to best-in-class expertise and cross-
border reach of funds.

Delegation is a cornerstone of the AIFMD framework and is widely relied upon
in leading fund domiciles. For example, Luxembourg explicitly permits AIFMs to
delegate portfolio or risk management to entities both inside and outside
Luxembourg, provided that the AIFM retains overall responsibility and oversight.
This flexibility has been a major factor in Luxembourgis attractiveness as a fund
domicile, allowing GPs to centralise decision-making while leveraging global
networks for specific investment or operational functions. In France, while the
AIFM must be authorised and regulated by the AMF, the regime allows for the
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delegation of certain management functions, subject to AMF approval and
ongoing supervision. This enables French funds to tap into cross-border
expertise, provided that the core risk and portfolio management responsibilities
remain with the authorised AIFM. Germany also permits delegation under the
KAGB, allowing the Kapitalverwaltungsgesellschaft (KVG) to outsource portfolio
management or risk management to regulated entities, including those in other
EU Member States. However, the KVG must ensure robust oversight and
cannot delegate to the extent that it becomes a filetterboxo entity T a principle
strictly monitored by BaFin. In Italy, the regulatory framework allows EU AIFMs
to manage Italian AlFs either through a branch or under the freedom to provide
services, with the possibility to delegate certain functions to third parties, subject
to regulatory notification and oversight by the Bank of Italy and CONSOB.

By contrast, jurisdictions with less flexible delegation regimes or stricter local
presence requirements T such as mandatory local directors, minimum staffing,
or substantive operational activities T can significantly raise costs and reduce
operational efficiency for fund managers. These constraints may force GPs to
duplicate functions across jurisdictions or limit their ability to access external
expertise, ultimately impacting the cross-border reach.

Overall, relatively few fund managers consider the issue of delegation a
significant barrier T fund managers tend to not expand their operations to many
jurisdictions until they reach the state of a large international platform and even
in that case focus on a few key strategic countries. However, the cross-country
analysis points to the fact that expanding to many jurisdictions is also
unfavourable from the point of view of efficiency, since local presence
requirements tend to be strict T serving as an artificial limit to cross-border
operations. A detailed review of delegation possibilities & local presence
requirements across 10 Member States in focus is provided in Section 4.3 and
Annex 4.

It should be noted, however, that, based on the conducted interviews, the
regulatory and legal considerations discussed here rarely prove to be absolute
dealbreakers and normally do not cause funds and LPs to abandon the
investment in other Member States when the potential return on investment is
sufficiently attractive. While complex, solutions can typically be found through
careful structuring. While such barriers do not typically deter investment, they
can increase transaction costs, prolong deal execution timelines, and require
complex legal workarounds, particularly in less fifund-friendlyo jurisdictions.
These result in significant costs for fund managers and deter them from the
primary functions of deal sourcing and value creation through portfolio company
management. In addition, some of the requirements are cascaded to portfolio
companies that also face costs of submitting detailed reports and
guestionnaires, sacrificing the time that could be dedicated to business-related
activities.
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Existing workarounds for regulatory fragmentation

~

0 Larger investment funds can afford to employ or outsource legal staff
with expertise in every jurisdiction across the EU, resulting in less
acute perception of regulatory issues during the investment process. It
is seen by some as a function to be set up and managed at a
reasonable cost; whether such cost puts an EU-based fund in
disadvantage is another question.

O«

A solution employed by large and small funds alike is co-investments
with local funds that are familiar with the local environment. If a local
fund leads the round, most of the regulatory burden associated with
the investment process is taken on by its team.

0 On the other hand, investment funds focused on specific geographies
usually know their market well and do not see regulatory issues
governing the investment process as prohibitive (often the case in
France). If they however choose to only focus on their domestic
market, this has negative impacts on developing a single market for
capital in the EU.

4.2.1. Direct barriers to fundraising T Key barriers based on
the interview analysis

Based on the interviews conducted, Figure 50 summarises the key barriers that
have historically presented the largest challenge to the fund managers and
institutional investors during the fundraising process, by category.

Figure 50. Significant direct barriers to fundraising based on the number of

interviews in which each barrier was mentioned (combined ranking for LPs and
Fund Managers)®.

- Legal - Tax and Prudential regulation - Market LPs (21 interviews) Fund Managers (41 interviews')
Marketing framework and fees (cross-border)
Prudential rules and gold-plating thereof
Internal risk aversion, preference for safe asset classes of LPs
LP home bias, preference for familiar & stable jurisdictions (cross-border)*
Misalignmentwith the needs of LP portfolios
Lack of familiarity with the alternative asset class
Perceived high cost of investing for LPs
Inconsistent public support mandates
Due diligence & fundraising process frictions (cross-border)*

Small number of patential LPs due to market conditions*

Source: Civitta analysis.

69 Legend: (i) (cross-border) T barriers specifically affecting cross-border fundraising (ii) fi*0 1
regulatory improvements can indirectly help to reduce or remove this barrier, (iii) o T
fundraising aspects were discussed in 41 (of 44 total) interviews with fund managers.
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Table lists the key concerns raised in the interviews in connection with each
general barrier.

Table 12. Direct barriers to fundraising T Key concerns raised in the interviews™.

Barrier

Key concerns raised in connection with this barrier

A Passporting requires separate licensing in each jurisdiction T following
Marketing ~ different procedures.
framework and A Extensive private placement memorandum (PPM) requirements.
fees A Burden of marketing fees and related charges.

+ Cross-border fragmentation.

A Disclosure requirements for LPs. EU-level, National

A Portfolio value fluctuation vs. hard caps (idenominator effectd). National
Prudential rules A Bank capital requirements. EU-level
and gold-plating ] . .
thereof A Solvency | & Il constraints. EU level, National

A Pension funds: caps on alternative assets. National

+ Conservative interpretation of figrey areaso by local NCAs.

Internal risk A Performance concerns
aversion, A Preference for buyout funds or US funds (instead of VC funds, EU
preference for ~ funds)
safe asset A Bias against first-time fund managers
classes of LPs A Overly conservative reporting requirements from LPs
LP home bias A Bias for jurisdictions with a familiar legal environment
' A Fear of the changeability of regulation
preference for i : o D ey
e A Reluctance to invest in "underdog"” regions
familiar & stable ; lic fundi ) locall
iurisdictions A Public qr_1d|ng mandates to invest locally
J A Competition & lack of track record cross-border (LPs)
A Holding period mismatch (i.e., a mature pension fund that is about to
Misalignment with be wound down would not invest in a long-term asset).
the needs of LP A llliquid asset.
portfolios A Ticket size mismatch (whereby large institutional investors cannot
match the ticket required (usually a smaller ticket)).
Perceived high A Costly due diligence (even for small tickets)
cost of investing A Need for team and knowledge investments into active management
for LPs A High management fees (especially the fixed part)
chk aif faml!larlty A Lack of LP awareness of alternative assets
with alternative ; :
A Lack of regulator experience
asset class
A Overlapping objectives of several funding sources result in a patchy
~ strategy of fund managers who receive the funds
A Risk of supporting immature products based on eligibility criteria
. (fincomplete producto investment criteria)
Inconsistent ; . . .
. A Commitment to follow-on investment requirement for fund managers
public support h .
(Funds supported by EU mandates are required to mention follow-on
mandates ) N . S S . .
investments in initial business plans, limiting flexibility and increasing
~ breach risk if startups pivot)
A Business plan confirmation requirement (for portfolio companies that

fund managers invest in; for fund managers)

70 Legend: + Cross-border fragmentation T a general cross-cutting issue most frequently
mentioned in conjunction with this barrier; National, EU-level T attribution of prudential rule
either to EU-level or national level regulation

Colouring: Legal barriers, Tax barriers, Market barriers
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Barrier Key concerns raised in connection with this barrier

Small number of

potential LPs due A Structure of the pension system in Europe
to market A Market conditions (e.g., high-interest rate environment)
conditions
o A Notarisation (including the need for physical presence)
Ejl;?jgi"s?r?gce & A Lack of centralised stakeholder database
process frictions A Lelg processing time .
A Non-standardised reporting forms & agreements

Source: Civitta analysis based on the interview programme

Among the regulatory and legal aspects directly impacting fundraising
process, fund and fund manager passporting and marketing is sometimes
mentioned as a barrier to cross-border fundraising by fund managers.
Although the AIFMD and the Cross-Border Distribution of Funds (CBDF)
Regulation were designed to harmonise marketing practices, there is
persistence of national discretion, particularly because of the EU framework
having a relatively vague definition of what constitutes marketing T lending itself
to gold-plating.

The relatively low incidence of a barrier related to the marketing frameworks
may stem from the fact that fund managers may limit marketing activities to
specific jurisdictions by a strategic decision, instead concentrating on
approaching (or using reverse solicitation) with a restricted sample of familiar
LPs T avoiding the costs and effort associated with marketing altogether.

Nevertheless, some concerns stand out. In particular, fund managers refer to
the pre-marketing and reverse solicitation rules introduced by some Member
States as burdensome. Reverse solicitation, where an investor approaches a
manager on their own initiative, has been narrowed in practice. Several Member
States, including France and Italy, require managers to demonstrate and
document the unsolicited nature of the approach, and some have imposed
additional reporting or denotification requirements. Germany requires fund
managers to formally notify BaFin even for initial, exploratory contacts with
potential investors, treating pre-marketing more restrictively than the EU
minimum. In Denmark, "marketing" is interpreted very broadly - almost any
active or unsolicited communication with a potential investor, even at early
stages, is treated as marketing, and Danish sub-threshold managers are not
allowed to fundraise for an EU-based fund without EUVECA registration. In
France, the AMF imposes an obligation to submit all marketing materials for
review and demands detailed documentation for each marketing activity,
including translations. Italy has introduced additional notification obligations and
strict time limits on pre-marketing. *

71 Two tlow-hanging fruit suggestions to simplify the AIFMD pre-marketing rules and prevent
some of the gold-plating were put forward by the interviewed industry stakeholders, including 1)
removing or relaxing the denotification-related ban, which currently restricts managers from re-
marketing a fund if notification procedures are not strictly followed, and 2) clarifying the
definition of imaterial changed in fund documentation to ensure that only substantive
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Marketing fees represent a separate barrier, especially when viewed in
aggregate by a fund wishing to market across multiple jurisdictions. Spain
stands out for its high notification fees: the CNMV charges EUR 1,500 per fund
for marketing notifications, with further annual supervisory fees. Luxembourg
imposes a marketing notification fee of EUR 2,650 per fund, with additional
charges for amendments or denotifications. In Italy, both the Bank of Italy and
CONSOB require pre-approval or notification of marketing materials and levy
annual supervisory fees, even for EUVECA-registered managers. These costs
quickly accumulate for managers pursuing pan-European strategies, as each
countrybs fees and procedural requirements must be met separately. Based on
Invest Europe calculations as of 2025, for a large manager with a European
strategy, host fees alone may account for EUR 500,000 per year when including
compliance costs. A detailed review of marketing frameworks and fees across
10 Member States in focus is provided in Section 4.3 and Annex 4.

Overall, the fund manager interviewees typically point out that the marketing
regulation stands out as somewhat excessively protective, considering that
institutions are typically sophisticated investors that usually perform their own
due diligence.

Case Study T EUVECA considerations for fund marketing

In 2013, the EuVECA Regulation was introduced alongside the AIFMD, with
the stated aim of facilitating access to capital for smaller VC managers. The
EuVECA regime sought to achieve this through the introduction of a pan-
European passporting product, introducing an immediately recognisable label
that could provide potential VC investors with added confidence and
assurance.

From a regulatory standpoint, the EUVECA regulation is structured as a sub-
regime branching from the broader AIFMD regime. It applies to managers of
alternative investment funds that meet specific criteria, but it does not require
full AIFMD authorisation. Managers of AlFs applying for EUVECA should
meet the following criteria: (1) their total assets under management do not
exceed EUR 500 million; (2) they are established in the EU; (3) they are
subject to registration in their home Member State in accordance with the
AIMFD; and (4) they manage portfolios of AlFs which are iQualifying Venture
Capital Fundsi (QVCFs). In particular, a QVCF is defined under the EUVECA
Regulation as an AIF which is established in the EU and which intends to
invest at least 70% of its aggregate capital in qualifying investments*®. In
addition, the EuUVECA product is also limited by other material requirements,
such as limits on the use of leverage and borrowing and restrictions on the
marketing of funds to clients.

Regulation (EU) 2017/1991 introduced amendments to EUVECA regime (1)
widening the range of managers eligible to market and manage EuVECA

amendments, rather than minor or administrative updates, trigger re-natification requirements
(Invest Europe, 2025b).
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funds to include those authorised under the AIFMD; (2) permitting EUVECA
funds to invest in unlisted companies with up to 499 employees and SMEs
listed on a SME growth market; (3) expressly prohibiting the imposition of
fees by regulators of a host Member State where no supervisory activity is
performed; and (4) simplifying the registration process.

The extent to which the EUVECA regime was successful after the 2017
review is debatable. In practice, the label has had only limited adoption,
largely due to two aspects highlighted in existing analyses of EUVECA (ALFI,
2022).

First, a common criticism is that EUVECA benefits for passporting often
overlap with the AIFMD benefits but create additional regulatory burden
and authorisation costs. AIFMs that are already fully authorised under the
AIFMD can freely passport their funds to professional investors without the
EUVECA label, and without being bound by EuVECAIs strict portfolio rules.
Academic analysis argues that this approach contradicts the EUis Single
Rulebook objective, creating unnecessary complexity and horizontal
inconsistencies in regulation. In effect, the EU chose to avoid merging
EuVECA into the AIFMD to keep the latter simpler, but the result was a
separate label that added its own layer of rules and a separate registration
process (Navid, 2022).

Secondly, Member States apply gold-plating or interpretive barriers to
EuVECA fund managers that resemble full AIFM procedures. While
EUuVECA is supposed to be a registration regime, some regulators impose a
de facto authorisation process that can take up to 6 months, making it more
burdensome than intended. Some local regulators (like Spain and Romania)
have even been reported to reject EUVECA registration and require a full
AIFM authorisation instead, based on the information gathered by the
Association of the Luxembourg Fund Industry (ALFI).

The third criticism is that, by design, EUVECA funds are restricted to a
tight scope of assets, which, some argue, makes the regime inflexible.
At least 70% of capital must be invested in fiqualifying investmentso T
essentially equity or quasi-equity in unlisted SMEs or start-ups (generally
companies with up to 499 employees, or small firms listed on SME growth
markets). Only a limited 30% of the fund can be in non-qualifying assets
(which may include things like non-VC investments or certain loans, subject to
caps). Leverage is also tightly constrained T EUVECA funds cannot borrow
beyond their committed capital (they can only incur debt up to the level of
uncalled investor commitments). Growth-stage funds that might invest in
slightly larger tech companies (initially of as follow-up investments) or use
debt financing find EuVECA too limiting and often do not use the label.

Finally, despite the intention to facilitate simplified marketing processes for
sub-threshold fund managers through the EUVECA regime, the interaction
between EUVECA, national sub-threshold regimes and the national
private placement regimes remains complex. This can be at least partly
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attributed to the lack of a clear provision for cross-border management in the
regulation, seen as a significant limitation that should be addressed in future
reforms by the industry stakeholders interviewed. Many Member States
maintain their own sub-threshold regimes alongside EuUVECA, often imposing
additional registration, reporting, or marketing notification requirements that
EuVECA does not pre-empt. Furthermore, national private placement regimes
(NPPRs) continue to apply in many jurisdictions, each with distinct rules, fees,
and timelines. This patchwork means that EUWVECA managers must often
comply with multiple, parallel regimes simultaneously, negating the intended
simplification and cost savings. Interviewed industry stakeholders advocate
for recognising EUVECA as a genuine voluntary passport that would allow
managers to waive national sub-threshold requirements and NPPR
obligations entirely.

As a result, the uptake of EUVECA label by larger fund managers has been
rare, as they often avail themselves of the AIFMD passport without having to
comply with EUVECAVs criteria. Long-term relevance for its original target
group T smaller VC teams T is also somewhat limited as they ultimately tend
to outgrow the sub-threshold regime and then see little incentive to retain the
EuVECA label. In addition, multiple smaller fund managers interviewed stated
that they are not interested in cross-border passporting due to already being
under mandates to invest locally (relevant to, e.g., French or Italian funds),
marketing in a few jurisdictions with favourable national placement regimes,
or preferring to raise from the same LPs from one fund to another. The
regulatory burden and long timeline to registering an EuVECA fund,
especially for the first time, with additional regulatory complexity in some
jurisdictions, serves as an additional barrier. When discussing the label in the
interviews, the awareness about EUWVECA among fund managers was
discovered to be low.

In jurisdictions with less gold-plating in authorisation procedures or in
jurisdictions where the national placement regimes are more challenging to
comply with, interviewees have adopted EuUVECA (usually smaller funds),
citing positive impressions and reduced administrative effort associated with
marketing. Based on the share of EuUVECA funds identified in Section 1 of the
report, Spain, the Netherlands, and Italy are jurisdictions in which EUVECA is
popular among venture & growth capital funds T this may be correlated with
the difficulty of AIFM authorisation and lack of AlFs.

Across the EU, institutional investors are likewise discouraged from or
indirectly penalised for investments in venture and growth capital by the
national gold-plating of prudential rules.”? Prudential frameworks typically
regulate entities deemed systemically important or offering financial services

72 Research by IMF (2024) also lists various restrictions on non-domestic investments of
pension funds and other types of LPs; however, based on the interviews conducted, this has not
been perceived as an issue for alternative assets specifically.
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such as banks, insurance firms, or regulated investment firms. The immediate
issue referred to in the interviews is the relatively ambiguous guidelines on
adhering to the fiprudent person principleo in frameworks applicable to the
respective institutional investor segment; in this context, many Member States
have implemented deeper restrictions on alternative investments than what is
strictly prescribed by the EU frameworks, creating additional barriers for
institutional investors wanting to participate in these markets.

Interviewees across EU jurisdictions refer to two typical types of direct
restrictions applicable to insurers, pension funds and banks on investment into
alternative assets:

f Caps on maximum portfolio allocations.
f Capital requirements to balance the risk of alternative assets.

A detailed review of the implementation of prudential frameworks across 10
Member States in focus is provided in Section 4.3 and Annex 4.

For insurers, under the Solvency Il framework before the 2025 amendment,
capital charges for equity investments were generally higher and
undifferentiated. Equity investments, including venture capital and private
equity, were typically subject to capital charges of around 39% for Type 1
equities and about 49% for Type 2 equities. The cost of capital rate used in the
calculation of the risk margin was 6% before its reduction to approximately
4.75% in the 2025 amendments. Following the review of the Solvency Il
Directive’® (applicable as of January 2027), venture capital (VC) and private
equity (PE) investments may qualify as Long-Term Equity Investment (LTEI) if
they meet certain eligibility criteria to be laid down in the Solvency Il Delegated
Regulation’4, which is expected to be amended by the end of 2025. This implies
they will benefit from a reduced capital charge of 22%, which is significantly
lower than the charges for other equity types. The effect of the reform on the
capital markets remains to be seen, but several insurers interviewed expressed
general approval of the proposed changes. The effect will also be dependent on
the speed of transposition of changes into domestic laws T as a case in point, a
stakeholder closely associated with the insurance sector in Bulgaria referred to
the fact that Solvency | provisions are still operational in the jurisdiction.

For pension funds, there is a widespread practice in the national rules to
establish caps on alternative investments across the EU, with caps typically
ranging between 5% and 15% of total pension fund assets, albeit higher limits

73 Directive (EU) 2025/2 of the European Parliament and of the Council of 27 November 2024
amending Directive 2009/138/EC as regards proportionality, quality of supervision, reporting,
long-term guarantee measures, macro-prudential tools, sustainability risks and group and cross-
border supervision, and amending Directives 2002/87/EC and 2013/34/EU.

74 Commission Delegated Regulation (EU) 2015/35 of 10 October 2014 supplementing Directive

2009/138/EC of the European Parliament and of the Council on the taking-up and pursuit of the
business of Insurance and Reinsurance (Solvency II).
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are also encountered. Some Member States have outlying restrictions: for
example, in Bulgaria, mandatory pension funds (Universal Pension Funds,
UPFs, and Professional Pension Funds, PPFs) are capped at no more than 1%
of their portfolio; in Poland, alternative asset investments by pension funds are
not permitted. It is generally indicated that prudential rules for pension funds
face especially fragmented regulatory landscape across the EU.

Capital reserve requirements present a challenge for the EU-based banks,
which must hold approximately three times more capital against equity
investments, compared to other assets. Under the Capital Requirements
Regulation (CRR/CRD) and Basel regulatory framework, banks must reserve
capital proportional to the risk-weighted assets (RWAs) they hold. Equity
investments, especially venture capital and private equity, are classified as
"speculative investments" with higher risk weights, leading to significantly higher
capital requirements. The side effect of such classification is that this may
reinforce negative connotations with the asset class, leading to its complete
avoidance. While banks may not be the typical investors in the venture & growth
asset classes, fund managers see benefits to increasing their allocations to the
alternative assets, even if the percentage of the total assets of banks committed
is small.

Based on the interviews conducted, a practical issue accompanying the
percentage-of-value-based restrictions is that there is no mechanism to account
for the fluctuations in portfolio value itself. Because of the normal fluidity of
portfolio valuation, percentage-based caps may be arbitrarily exceeded as
the market conditions change; due to the illiquid nature of venture capital and
private equity investments, no immediate correction is possible if the allocation
is exceeded. In practice, the resulting risk of non-compliance further
discourages investors. This is typically referred to as the fidenominator effecto
and has been one of the most frequently highlighted issues across the
interviews related to the prudential rules.

Another concern mentioned in the interviews is related to the fiprudent person
principled requirements to document and demonstrate their understanding of
investment risks in the form of written materials provided to the management
board of institutional investors. While encouraged in theory, the principle's
requirements are described as "cumbersomeo and there are many "grey
zones" in how they should be interpreted. Several pension funds interviewed
reported challenges with extensive documentation both for initial investments
and ongoing follow-ups. This burden is one reason why one of the pension
funds in Denmark limited itself to no more than 2 new investments per year T
particularly due to the principleis conservative implementation by the national
competent authority, Finanstilsynet (FSA).
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Case Study T Reforms to broaden access of investors to private markets in the
US (U.S. Department of Labor, 2020; PitchBook, 2020; Stewart, 2025;
Schroeder, 2025)

In 2020, the US took a step to broaden access to PE for individual investors
by allowing 401(k) retirement plans to include PE exposure through
diversified investment structures like target-date funds or balanced funds
(multi-asset vehicles combining public equities, bonds, and other assets,
which may now include a PE component under US regulation), managed by
professional fiduciaries. This reform unlocked potential access to the USD 6.2
trillion 401(k) market.”® Direct investment by individuals remains restricted,
but the reform allows indirect access to PE and VC.

However, uptake has been limited. As of 2024, alternative investments make
up only 0.1% of DC plan assets. Operational complexity, fiduciary caution,
and liquidity management continue to hinder widespread implementation. A
2024 Schroders survey showed strong retail interest: over a third of 401(k)
participants would invest in PE or private debt if available, and 80% would
increase contributions.

Despite growing interest, regulatory caution remains. In 2021, the DOL
clarified that its guidance was not an endorsement of PE in 401(k)s, warning
that such investments may be unsuitable for many plans, especially smaller
ones lacking the necessary fiduciary and legal infrastructure. There is also
concern that PE may not be suitable for most 401(k) savers, due to its high
fees, limited transparency, and illiquidity. Nonetheless, since 2025, major PE
firms have been lobbying for further access to retirement savings, aiming to
expand beyond target-date funds into direct tax-deferred investments in
private equity, real estate, and private credit through 401(k) plans.

In contrast, Europe lacks similar reforms. Across the EU and UK, tax-
advantaged individual investment and retirement accounts (e.g. PEA in
France, ISK in Sweden, ISA in the UK) encourage long-term savings and hold
significant retail capital. While these accounts usually allow various
investments like equities and bonds, they generally exclude direct or indirect
PE and VC investments, limiting individual savers{ access to diversification
and long-term return potential.

75 As of December 31, 2024, there were approximately USD 8.9 trillion in 401(k) retirement plan
assets in the US (Investment Company Institute, 2024)
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Case Study T Czechiabs 2024 pension amendment introducing alternative
participation funds

In 2024, by implementing Z8kon 1. 462/2023 Sb., Czechia introduced a
legislative amendment creating alternative participation funds within its
supplementary pension system, allowing some pension companies to pursue
more dynamic investment strategies with broader asset classes. Unlike
conventional pension funds, which are not allowed to invest in alternative
assets, including PE and VC, these new funds face no explicit investment
limits on alternatives. Key features of this measure are:

No caps on alternative assets: Alternative participation funds can invest
freely in private equity, venture capital, real estate, cryptocurrencies,
commodities, and infrastructure.

Investor eligibility: Targeted mainly at qualified investors with a minimum
investment threshold of EUR 125,000, except for up to 20 family and friendsb
investors.

Regulatory framework: These funds are registered and report to the Czech
National Bank but do not require authorisation; they must provide clear high-
risk disclosures and avoid using the term fifundo in their name to prevent
confusion.

Parallel participation: Pension savers can now participate simultaneously in
conventional and alternative funds, though state contributions apply to only
one.

This reform is a step towards broadening pension investment options, aiming
to stimulate alternative investment in Czechia, while balancing investor
protection through disclosure and eligibility rules.

Based on the interview evidence and existing research on the average
percentage of assets allocated to venture & growth investments, however,
it appears that direct limits in the form of the allocation caps are
frequently not exhausted. While this may be partially attributable to
fidenominator effectd and cumbersome documentation requirements, fisoftero
barriers may be even more decisive, as reflected in the interview-based ranking
of barriers.

Many private LPs are concerned about the uncertainty of returns from the
EU venture and growth investments, it being the top barrier cited by the
EU institutional investors and fund managers. Multiple fund managers point
out the strong emphasis LPs put on the ability of the GP team to generate a
guaranteed return. While not surprising, it stands somewhat in contrast to the
more risk-taking culture and willingness to embrace the possibility of losses
associated with the ecosystems where allocations of institutional investors to
venture & growth capital is higher. To ensure returns, more traditional private
equity (buyout strategies) is often seen as the preferred by the EU-based
pension funds and insurance companies. In private equity, EU-based
institutional investors can create a concentrated portfolio of so-called fitopo first-
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quartile funds that are perceived to be less risky, offering more predictable
returns’®; as an additional benefit, in doing so they also limit the administrative
and due diligence costs incurred when recreating the same risk-return profile
with a larger portfolio of smaller investments firms through diversification.

Interviewees admit that private institutional investors with the freedom to invest
globally tend to choose large and mature non-EU venture and growth funds to
form a concentrated portfolio of larger allocations to a few selected funds. Some
interviewees perceive returns in the EU as inferior to the US; however, even
those interviewees who perceive returns in the EU to be on par’’ find it easier to
entrust funds to established teams with proven longevity, a proven track record
in generating returns, an established brand name and a respectable array of
existing institutional investors T frequently, those are foreign teams. As
additional reasoning, one of the interviewees mentioned that they can obtain
more favourable exposure to the best EU companies through US-based funds.

The perception of the return frequently relies on internal modelling and
forecasts, where underlying assumptions play an important role. Apart from
direct regulatory influence, the principles laid out in prudential frameworks may
translate into applying more conservative assumptions on the return profile, in
the cost of capital and solvency ratios, even when not directly prescribed,
further reinforcing the cautious approach to venture and growth investments,
and the perception of those as inherently less attractive.

Risk aversion is further manifested through strict requirements for funds that the
LPs support. For instance, many EU-based LPs are averse to investing in a
fund without a hurdle rate, which is the form preferred by many funds in the
US, for instance. Risk aversion may likewise manifest in excessive and
internally gold-plated reporting requirements or a more micro-managing
approach to fund manager strategy overall.

Case Study T Participation of institutional investors in the EU and national
public co-investment programmes

To mitigate the risk aversion and return concerns of LPs, EIF and national
public institutions in Member States have introduced fund-of-funds schemes
and co-investment initiatives, where venture and growth capital funds are the
primary investees (EIF, 2024b; EIF, n.d.).

Based on the interviews with institutional investors, there is some interest in
the co-investment programs offering first-loss guarantee mechanisms, with
many expressing that this type of downside protection could make them more
likely to invest in VC and PE asset classes. However, from the perspective of
the ecosystem makers, such a mechanism is likely to be successful only for
overcoming the initial cultural barriers T to ensure sustainable, long-term

76 See Section 3.1 for a discussion on the concept of top performing funds.

77 See Section 1.1 for the comparison of performance of US- vs. EU-based fund managers.
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market development, such initiatives could send wrong signals about the
inherent risks of the asset class.

An example of the early attempt at creating such a mechanism was the Dutch
Growth Co-Investment Programme, which was generally well-received.
Launched in 2017, the program was implemented by Invest-NL in
collaboration with the European Investment Fund. However, while innovative
in its approach with first-loss protection, it remained relatively modest in scale.
With just EUR 100 million of public committed capital and achieving EUR 200
million total investment target through private sector matching, it had a limited
impact on the late venture & growth market. Following this blueprint is the EU
ESCALAR programme, which piloted such downside protection through
capped losses. To date, reactions have been mixed, with interviewees noting
that it remains too early to assess its broader effectiveness.

Interviewed institutional investors had limited experience in participating in
national and EU-level public co-investment programs. They expressed
concerns about dual fee layers and related returns dilution, the
expected lack of flexibility transposed onto fund managers (particularly,
owing to the mandate restrictions that accompany public funds), and limited
discretion over the due diligence processes as the factors that may
outweigh the benefits. In the absence of a sufficient degree of influence, LPs
are wary of being pushed to channelling funds into targets merely compatible
with national policy priorities, both along the geographical and industry
dimensions. While these trade-offs may be acceptable for first-time LPs, the
more experienced LPs (including those that previously invested in
comparable assets) could be more difficult to convince.

Further, some interviewees expressed concern about the lack of clarity
about the overall strategy of capital pooling programmes: LPs
interviewed were concerned that such schemes are geared towards
supporting emerging managers (what they perceive as a more fisocial causeo,
appropriate for EU funding programmes T those by European Institution of
Innovation & Technology (EIT)), rather than towards investing in top-
performing funds while having the return in mind.

Case Study 7 Tibi Initiative in France

Franceis Tibi initiative is generally perceived as an effective measure in
mobilising institutional capital for investing in venture & growth capital funds.
Large French public investors like Bpifrance contributed to the initiative. Since
the launch of the initiative in 2020, the program has successfully channelled
over EUR 10 billion in its first phase and an additional EUR 6-7 billion in its
second phase from institutional investors into French technology companies
and funds.

While the initiative successfully encouraged traditionally risk-averse
institutions like insurance companies, pension funds and banks, the
implementation and target selection process itself is referred to a problematic
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by stakeholders familiar with it. The initiative created a somewhat
bureaucratic framework for institutional participation, requiring funds to meet
specific professional management standards and size thresholds to qualify for
the Tibi label. The approval process required fund managers to demonstrate
the support of two institutional sponsors and involved a complex committee
voting system that determined the choice of investees T this methodology
created some tension within the ecosystem.

Despite these hurdles, the program has helped to make progress in
addressing the largely cultural barriers that historically prevented institutional
investors from participating in venture and growth capital investments. The
success of this initiative has inspired similar programs in Germany (the WIN
initiative), Poland (close to launch), and the Netherlands (under
consideration).

To mitigate some of the perceived risks, private institutional investors
show a preference for investing in home or at least familiar jurisdictions,
driven by the familiarity of legal and tax frameworks, but also language
considerations and established networks. Private institutional investors tend
to favour investments in jurisdictions where they have a clear understanding of
the local regulatory & legal environment, can easily navigate compliance
requirements and feel the ability to influence any upcoming regulatory changes
or at least perceive the regulatory environment as stable. These aspects, if not
ensured, extend due diligence timelines and bring additional risks, raising the
costs associated with hiring additional advisors. For instance, two Spanish fund
managers highlighted how language-specific legal frameworks delay
international fundraising due to the inability to find the direct equivalents of
Spanish legal terms in another legal system. Home markets frequently take
priority for institutional investors for this reason; otherwise, or in the cases
where the environment in the home market is not deemed favourable, other
fiventure-friendlyo jurisdictions are chosen (Luxembourg and the Netherlands
are most often cited among the EU jurisdictions).

This ihome biaso is further reinforced by the preference for communicating in
the native language with local stakeholders (or at least in English) and
leveraging existing professional networks for due diligence and ongoing
monitoring of the ecosystem for potential targets. Moreover, cultural proximity
plays an important role in assessing the fund manager team's qualities and for
the collaboration during the holding period.

In the case of public LPs, ihome biasé may also be attributed to the public
funding mandates imposed on LPs that act as the intermediaries for EU- and
national-level public funds distribution, pushing them to prioritise investments in
stipulated geographies.

To cater to this, typically larger fund managers incorporate in jurisdictions
with a familiar regulatory and tax environment for the LPs to alleviate their
concerns about unfavourable investment terms. Some fund manager teams
can mitigate fundraising challenges by incorporating their fund in one of the
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more fiventure-friendlyo jurisdictions. It is important to note that these
jurisdictions are not necessarily the least requirement-heavy and/or the
cheapest to incorporate in. The cost of establishing in a fipopularo jurisdiction
may be prohibitive for smaller funds, but it is rather common to incorporate the
second or third fund there after having the first one domestically. However, it is
commonly considered that these costs are outweighed by benefits: for instance,
a Luxembourg incorporation provides access to an established network of
service providers with experience in fund structuring and fundraising, flexible
legal vehicles and tax treatment.”® The supervisory authority in Luxembourg
(CSSF) is perceived to have extensive experience in fund structuring,
authorisation and other matters related to venture and private equity funds, due
to the high volume of such activity; on the other hand, NCAs in smaller
jurisdictions that oversee a limited number of entities are associated with more
risk and larger costs. The attractiveness of fiventure-friendlyo jurisdictions is also
due to faster processing of documents and frequently more favourable
interpretation of requirements and eligibility (for instance, when deciding on the
tax treaty eligibility of investment transactions) and a pragmatic, business-
focused approach. Finally, jurisdictions like Luxembourg have a stable
regulatory environment, allowing for long-term planning and avoidance of
uncertainties related to the changing treatment of venture and private equity
funds. These aspects make institutional investors more likely to invest in a
Luxembourg-based fund, subsequently increasing the attractiveness of such a
domicile to fund managers.

A perhaps more structural concern of some institutional investors is
related to considering venture and growth capital investments in the
context of their overall portfolio strategy. Based on the interview evidence
from pension fund managers, the ability to invest in a venture and growth capital
fund frequently depends on the maturity of a specific pension fund, whether the
fund is currently in the growth accumulation or payout phase. For defined
benefit (DB) schemes that are in their later lifecycle stages, there is no strategic
interest to invest in higher growth, higher risk segments, due to their timeline
constraints and in view of limited liquidity. Despite large amounts of assets
under management held by such pension schemes, the real ability to invest is
lower due to the high share of the more mature funds.

Beyond lifecycle considerations, there is an issue of the mismatch between a
minimum commitment by a single LP and the size of the fund that the fund
manager is raising, making many smaller funds not suitable for allocations from
larger LPs. This creates a particular challenge for emerging or smaller fund
managers who may struggle to accommodate the minimum ticket sizes required
by institutional investors.

78 Several fund manager interviewees report that service providers in leading jurisdictions have
declined in quality while maintaining high costs in recent years, prompting some fund managers
to relocate their fund domicile.
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Finally, there is often a need to ensure sufficient liquidity in the LP portfolio to
ensure their payouts to its clients. For this reason, one of the interviewed
institutional investors mentioned that they do not see their total exposure to
alternative assets going above 20% even if the direct cap on alternative assets
investment in their jurisdiction is to be lifted.

More practically, the interviewed institutional investors also refer to the
competition between institutional asset managers: an interviewed pension fund
points to the risk of client attrition if their strategy deviates too far from peer
investment strategies in terms of the percentage of alternative asset allocations,
creating pressure to maintain a more conventional approach to portfolio
management.

Further, multiple institutional investors perceive the cost of investing in
venture & growth capital as unnecessarily high, both in terms of due
diligence, management fees and the extent of active management
required. Around half of the interviewed LPs referred to especially lengthy and
costly due diligence they must conduct for venture and growth funds, compared
to other asset classes, as a major issue. The costs are significant: for instance,
a private Swedish LP reported spending EUR 60,000-80,000 on legal due
diligence alone per fund, with additional costs required for ESG and other
compliance checks, resulting in up to EUR 800,000 per relatively small ticket
size. Importantly, these due diligence costs remain relatively fixed regardless of
the target investee fund size, creating a disproportionate burden for smaller
funds and further challenging their economic viability. As mentioned before, due
diligence tends to be especially costly in previously unfamiliar jurisdictions, to
ensure the favourable legal and tax treatment of LPs.

Investing in venture & growth capital is an inherently active strategy, requiring
the LPs{ involvement on matters from assisting with the reporting requirements
to deliberating on the portfolio strategies T especially for less experienced fund
managers with a small number of LPs. A number of LPs report that this
represents a burden due to the lack of their own experience with these matters
and limited resources of the investment team.

Finally, several LPs expressed concern about high management fees of venture
& growth funds relative to benefits provided, questioning the standard 2%
management fee prevalent in venture capital. A modification assigning a bigger
weight to performance-based compensation is generally favoured instead of the
current way, placing emphasis on the high proportion of fixed fees.

Key EU-based investors are public LPs (such as Bpifrance, KfW and
others), operating under public funding mandates that also tend to
prioritise investments domiciled in their own Member State. These
investors play an important role in their national venture and growth
ecosystems, often acting as cornerstone investors and market makers.
However, their mandates and investment criteria often create limitations. Public
LPs, including national development and promotional agencies, sovereign
wealth funds and public pension schemes are often obligated to justify
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expenditures of public funds they manage with investments for the benefit of
local economy. In countries like Poland, Italy and France, investment vehicles
supported with public funds must demonstrate that at least twice the amount
invested will be deployed within their respective national economies. According
to the interviewees, NPIs strongly prioritise investments in funds incorporated in
their Member States, albeit exceptions may exist. Additionally, there are
typically limits on the absolute investment ticket given to a foreign fund and/or
conditions for them to invest in the LP home jurisdiction. In specific cases, such
fihome biaso is the result of the local interpretation of the mandate that comes
with the EU regional development funds.

Case Study T Issues with EU aid distribution mechanisms for public LPs

Upstream distribution of EU funds (referring to, for example, the development
funds channelled through ESIF and similar programs) also has relevance to
the ease of fundraising. In the venture and growth context, EU funds tend to
have limitations on deployment across various dimensions, including
geography and sectors of deployment, size of the management fee, length of
the investment period, financing instrument type and other factors. In cases
where there are local intermediaries’ to the distribution of EU funds, these
limitations can become even more conservative (with respect to, for instance,
the percentage of funds invested in home geography). Additionally, multiple
and sometimes overlapping investment mandates create contractual
complexity, while the need to balance multiple policy objectives often conflicts
with efficient capital deployment. Major public investors have put forward
proposals to streamline EU aid distribution to improve their usability for equity
investments. Specific proposals include blending mechanisms for combining
grants with financial instruments, repayable grants that are returned once
companies reach profitability, and simplified requirements for smaller projects
(EVFIN, 2019).

Some interviewees point out that the mission of fostering successful finational
championso may likewise influence the decision of LPs to focus investments on
their home country. Besides being an obvious barrier to contributions to cross-
border funds, this factor raises the risk of contributions being allocated to sub-
grade investment firms and companies, while more promising firms in other EU
geographies remain underfunded. Among barriers imposed by public LPs,
geographical investment limitations are mentioned most often, as something
that prevents them from realising sector-specific strategies.

Thematic mandates may be an additional source of limitations, impacting, for
instance, the effectiveness of EIF initiatives. Some interviewees see some of
the current mandates as too narrow, tailored to very specific sectoral and sub-
sectoral themes. Such initiatives may force eligible fund managers to invest in
commercially unviable products at the technology development stage that is too

79 NPBIs, other banks, guarantee societies, microfinance providers and other organisations.
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early for receiving a venture investment, and prevent investment into stronger
companies with adjacent technologies that are not eligible. As a result, selective
mandates may have a negative effect on the returns of funds that deploy this
capital. Several interviewees have pointed to the hesitancy by EU-based LPs to
support defence sector investments; this may force them to rule out
opportunities that are currently being captured by funds with non-EU LPs.&

Due to restrictions on investment geography and sometimes sector, more
mature fund managers mention that they tend to abstain from contributions by
public LPs; serial GPs with an established track record prefer to raise funds
from non-public or non-EU LPs to guarantee maximum flexibility for their
investment decisions.

A broader issue with the EU fundraising landscape is the concentrated
and shallow pool of institutional investors currently interested in venture
and growth investment opportunities. Based on the interviews conducted,
fund managers emphasise a limited pool of capital among EU-based
institutional investors ready to act as LPs. It is perceived that capital available
for venture & growth investments is concentrated only within several major LPs.
As shown earlier, public LPs represent a large proportion of capital available,
especially for earlier-stage funds.

In recent years, potential institutional LPs have been particularly more inclined
to forgo venture & growth investments in view of the high-interest rate
environment and therefore an attractive return profile of safer assets, and in the
wake of the correction post-2022 VC market boom, also observable in the
quantitative analysis.

The pension system structure significantly impacts the availability of institutional
capital across EU member states. In countries like Sweden, Denmark or the
Netherlands, occupational pension funds are major institutional players that can
theoretically invest in venture and growth funds. In contrast, in other major
jurisdictions like France, most people deploy their savings through other
channels such as insurance-based investment products and personal pensions
products. This fragmentation in pension systems is one of the reasons for the
uneven landscape for fundraising across the EU.

Interviewees also highlight the limited participation of other private investors in
the venture & growth ecosystem. While EU-based corporate investors could
play a crucial role in developing specialised funds (e.g., in deep tech, biotech,
health tech), supporting fund managers with operational expertise and providing
opportunities for portfolio companies, corporates seem to prefer to hold on to
cash instead. At the same time, sophisticated EU retail investors tend to forgo
investments in various types of equity more often than, e.g., US peers. Some
fund manager interviewees see the retail investment (or isemi-professional

80 According to McKinsey (2025a), total venture deal volume in the defence sector has been
rapidly growing in Europe; however, early-stage funding growth is not fully mirrored in later
stages.
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retail investor segment) as one of the resource pools that could be tapped in
more seriously by offering better and/or less restricted access to such
investment opportunities.

Case Study T Professional investor definition

While out of scope in the current study, the lack of an intermediate category
between fiprofessional investoro and firetail investoro is a somewhat frequently
highlighted issue in the current AIFMD framework, with implications for
fundraising. A recurring concern among fund managers relates to the
restrictive definition of professional investors embedded within the current
AIFMD framework and the MiFID Il regime. Importantly, the AIFMD marketing
passport applies only to professional investors as defined under MiFID II,
meaning that non-institutional investors generally fall outside its scope.
Consequently, fund managers seeking to market funds to this investor
segment must rely on various national regimes, each with differing rules,
documentation, and compliance obligations.

While retail participation in VC and PE remains naturally constrained due to
the high risk and illiquidity of such investments, there is a lack of solution to
harness sophisticated non-institutional investors, such as angel investors,
former entrepreneurs with extensive operational experience or family offices
holding significant amount of wealth, who could play a complementary role in
supporting early-stage and growth companies. This is especially important for
smaller fund managers, often too small for the tickets from larger institutional
investors such as pension funds or insurance companies. As an option to
address this, fisemi-professionalo investor category exists in several Member
States{ national laws, which represents a form of national interpretation
beyond the AIFMD and MiFID Il frameworks. Semi-professional investors are
typically defined as individuals or entities that do not meet the strict MiFID I
professional investor criteria but possess sufficient financial capacity,
experience, and risk tolerance to invest in alternative funds. For example,
Germanyis Kapitalanlagegesetzbuch (KAGB) requires semi-professional
investors to commit minimum investment amounts (often around EUR
200,000), provide written confirmation of their understanding of risks, and
undergo suitability assessments.

Lack of private LPs is especially critical since in many jurisdictions (France,
Netherlands, and Italy specifically mentioned in the interviews), public LPs are
required to maintain, most frequently, a 50/50 or 70/30 split between public and
private capital in VC/PE fund investments. Given the scarcity of private LPs, this
requirement often prevents transactions from moving forward, as fund
managers struggle to secure the necessary private capital to match public
commitments.

Case studies on Emerging Manager Programmes (EMPs) in the US and EU
Emerging Manager Programs (EMPs) are structured initiatives designed to
support new, smaller, or underrepresented fund managers with early
institutional backing and access to the broader investment ecosystem. In
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return, institutional investors can receive differentiated deal flow, potential
outperformance, pipeline development, enhanced diversity and ESG
alignment. While both the US and Europe have implemented such programs,
their structures and leading institutions differ significantly.

In the US, EMPs began in the early 2000s and are usually led by large
institutional investors, such as public pension funds and endowments, to
diversify portfolios and promote inclusion in asset management.

These programs are grounded in the belief that new and smaller fund
managers could access untapped networks and source deals that are not yet
visible to mainstream investors. Emerging managers often operate at the
grassroots level of the venture ecosystem, building founder relationships well
before valuations rise beyond the reach of smaller funds. While many may
lack long track records, they are uniquely positioned to capitalise on
differentiated deal flow and fresh investment theses. Recent performance
data supports this: top-quartile emerging funds have consistently
outperformed their established peers in terms of net IRR. Emerging managers
also match or exceed established managers at the median level (Pochon &
Fernandez Tamayo, 2025) .

In addition, emerging manager programs frequently include investment teams
with women and minority representation (Langer, 2023; California Public
Employees' Retirement System, 2024). Notable examples include (Allvue
Systems, 2023):

~

0 CalPERS has been a pioneer in supporting emerging and diverse
managers, running dedicated programs for over 30 years between
2022 and mid-2024, it allocated USD 4 billion to emerging managers
across private equity, private debt, and real assets. In 2024, CalPERS
reaffirmed that these programs are core to its investment strategy and
fiduciary duty (California Public Employees’ Retirement System, 2024;
Johnson, 2025; Pensions & Investments, 2025).

New York State Common Retirement Fund has committed over USD
10.9 billion to its EMP, with USD 2.8 billion allocated to private equity.
Emerging managers now represent a key part of the fundis private
equity, real estate, and public equity exposures (New York State
Common Retirement Fund, n.d.).

O«

The US has established a strong, pension-led model for EMPs, integrating
them into mainstream capital allocation. In contrast, Europeis efforts are less
structured and typically driven by national promotional institutions (like
Bpifrance and KfW in France and Germany, respectively) or by the European
Investment Fund. Europe lacks branded EMPs with clear mandates and
scalable models, resulting in fragmented and less visible support. Bridging
this gap requires Europe to expand structured EMPs and engage pension
funds in a more direct and systematic role.

Mutually reinforcing with other barriers, interviewees point out that there
is a general lack of awareness and experience with the venture and
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growth asset class among private LPs. Institutional investors recognise that
creating a venture and growth strategy that captures the best return requires
specialised knowledge of the private markets, and investing in the
establishment of such a strategy comes against the backdrop of what many
investors perceive as more easily obtainable, similar or superior returns from
public markets. Several interviewees point out that pension funds and insurance
companies tend to have staff specialised in public market investments but rarely
employ private market professionals in portfolio management roles, further
propagating a lack of awareness about venture & growth investments and the
perception of them as less profitable than traditional PE investment strategies.

This knowledge gap is further reinforced by a strong tradition of outsourcing,
particularly in legal functions. Many institutional investors rely heavily on
external legal advisors rather than building in-house expertise during due
diligence and post-investment, which can limit their ability to confidently
navigate the regulatory limitations around venture and growth investments.
During interviews, it was observed that many institutional investors defer to
external legal counsel on regulatory matters and do not have a good
understanding of barriers and opportunities in the venture and growth capital
asset class. As mentioned previously, EU institutional investors often lack the
expertise and resources needed for active management (hands-on monitoring
and analysis).

Finally, fundraising process frictions are often cited as inconveniences,
especially in a cross-border setting. Multiple interviewees cite minor yet cost-
inflating process frictions during fundraising as inconveniences. Such aspects
as cross-border document signing, long waiting times to open a bank account,
and notarisation requirements to prove documentsi authenticity in some
jurisdictions (e.g., Germany, Spain) were highlighted by interviewees.
Jurisdictions with template documents that are widely used by the local
ecosystem make a huge difference in terms of ease of negotiation and reduced
costs. Jurisdictions with centralised and freely accessible databases of fund and
fund manager financial and ownership information that help alleviate concerns
about return transparency are also mentioned in a favourable light by the LPs.

Overall, interviews confirm that the fundraising for venture and growth
funds in the EU remains a rather challenging process. For LPs, the
investment decisions are primarily the result of return concerns, reinforced by
frictions related to fitting alternative assets in the portfolio strategy, higher
investment costs than for other asset classes and influenced by compliance
requirements that promote a conservative approach, especially in some
jurisdictions where national gold-plating of prudential frameworks is prevalent.
Fund managers also acknowledge the general risk aversion of LPs, both
internal and as a consequence of the implementation of prudential regulation,
are frustrated by the ihome biaso in LP investment decisions and point to the
general lack of awareness and prevalence of negative rapport about venture
capital. More generally, they also highlight the costs that come with fragmented
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regulatory compliance during fundraising and beyond, particularly the AIFMD
framework gold-plating and fragmentation. It must be noted that fund managers
were significantly more willing to contribute their opinion in the interview format,
while institutional investors generally were less likely to respond to enquiries
and gave less detailed responses, indicating a general lack of interest among
institutional investors in the venture & growth asset investments and ecosystem
participation.

4.2.2. Direct barriers to investment and post-investment
care T Key barriers based on the interview analysis

Based on the corpus of interviews conducted, Figure 51 below summarises the
key barriers, among those identified in existing studies, that have historically
presented the largest challenge to the fund managers during the investment
and post-investment care processes.

Figure 51. Significant direct barriers to investment and post-investment care
based on the number of interviews in which each barrier was mentioned (Fund
Manager interviews)®.,

- Legal - Tax - Market Fund Managers (43 interviews')

Legal challenges during portfolio management (cross-border)

National FDI restrictions (cross-border)

Carried interest tax cross-border fragmentation & related uncertainty (cross-border)*
Due diligence & investment process frictions (cross-border)*

Fund managers’ home bias due to lack of network, strong competition

Exit considerationsin the EU*

Lack of attractive companiesin certain EU markets

Public LP restrictions on fund investments (cross-border)

Source: Civitta analysis.

81 Legend: (i) (cross-border) T barriers specifically affecting cross-border investing (ii) fi*0 T
regulatory improvements can indirectly help to reduce or remove this barrier, (iii) fito T investing
aspects were discussed in 43 (of 44 total) interviews with fund managers.
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Table 13. Direct barriers to investment and post-investment care (notably in the
cross-border context) T Key concerns raised in the interviews.

Barrier Top concerns raised in connection with this barrier

A Cross-border harmonisation of fistartupd definition & treatment.
Leqal challenges A Industry regulation (e.g., in healthcare).
du?in ortfoligc]) A Company law: creating a companyis governance structure.
manag gment A Company law: cross-border differences impacting scaling.
9 A Stock option tax and treatment.
+ Cross-border fragmentation.
National FDI A iiGolden powerd rules in Italy,
restrictions

+ Cross-border fragmentation.

Carried interest
tax cross-border

fragmentation & A Unfavourable carried interest taxation.

related + Cross-border fragmentation.
uncertainty
A Notarisation (incl. need for physical signature).
A Non-standardised documents (Share Purchase Agreement,
Due diligence & Shareholder Agreement).
investment A Long processing times.
process frictions A Accounting principles fragmentation.

+ Cross-border fragmentation.
+ Disproportionate burden for small transactions.

Fund managersi

[ s A Local presence aqd Iangu_age s_kills are n_eeded to compete.
A Competition from international investors in other EU markets.

lack of network, . . .

strong A Competition from local funds in oth_er EU markets.

competition A Lack of partners for co-investment in other EU markets.

Exit - A~ Few exit options.

considerations in A No buyers for portfolio companies in the EU.

the EU A Low valuations for portfolio companies in the EU.

Lack of attractive

companies in . . . L .

seialin 2 A Lack of scaleups to invest in, especially in certain EU markets.
markets

Public LP

restrictions on A LP restrictions on investment topics/geography.

fund investments

Source: Civitta analysis based on the interview programme

When discussing barriers to domestic & cross-border investment activities with
the representatives of fund managers, barriers at the post-investment and

82 _egend: + Cross-border fragmentation T general issue most frequently mentioned in
conjunction with this type of barrier

Colouring: Legal barriers, Tax barriers, Market barriers
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portfolio management stage are often the most significant concern. The fund
managers are predominantly frustrated by barriers preventing the
execution of growth strategies of portfolio companies via methods typical
in the industry (expansion to new markets, diversifying portfolio of
services, attracting and retaining talent through stock options), mostly
connected with regulatory & legal fragmentation.

Significant complexities in the portfolio management process may arise in
connection with the applicable company laws, both as the fund managers
navigate their own, but also other jurisdictions. In each jurisdiction, creating the
companyis governance structure may have its own peculiarities, whereby fund
managers must deal with complex requirements and investor protections: legal
concepts without an internationally accepted equivalent (e.g., iStamm capitalo
for a German GmbH structure), pre-emption rights rules, procedures for
approving a new beneficial owner are some examples. In some countries, the
shareholder structure cannot be easily revised once put in place. This
complexity related to fragmentation is also pronounced in scenarios like
bankruptcy proceedings, where notifications must be filed in several countries to
comply with overlapping supervisory requirements. There is also a multitude of
minor differences mentioned by the interviewees: for example, some
jurisdictions mandate physical presence at board meetings or require board
meetings in the local language. Managing these varying corporate governance
rules creates a substantial administrative burden and costs, as the fund
managers assist companies with scaling across borders in the EU.

When portfolio companies attempt to expand their service offerings, they often
face industry-specific requirements and restrictions: for instance, to obtain
new licenses for each additional service line, even when these services are
closely related to their existing operations. This is particularly acute in regulated
sectors: health tech companies require separate approvals for each new
medical service or device category; fintech firms require new licenses for each
financial service type and are impacted by infrastructure variability (in payment
processing, lending, investment services sub-segments)®, especially in the less
crowded sub-sectors; and companies handling data face varying GDPR
interpretations across Member States.

Another particularly challenging aspect mentioned is the fragmented treatment
of stock options schemes (ESOP) across Member States - each country has
its own rules and tax regimes for employee stock compensation, making it
especially difficult for companies with cross-border teams. While in some
jurisdictions stock options receive preferential tax treatment, in others they do
not, and may even be taxed on theoretical gains, for instance, at the attribution
stage. These barriers significantly impact companies in the later stages of
growth, particularly when establishing cross-border subsidiaries or engaging in

83 Current EU legislation aimed at payment solutions (the most numerous sub-segment of
fintech) T EU Payment Services Directive (PSD2) T has received positive feedback but does not
address issues in less crowded sub-segments (other than payment solutions).
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M&A across the EU, ultimately affecting fund managers' ability to ensure better
returns.

In addition to regulatory friction, fund managers point out that some of the LP
requirements on portfolio management are misaligned with the best industry
practices, likely stemming from LPs' need to ensure protection of their
investment through oversight. While understandable, it may have a negative
impact on the company's growth. To illustrate, fund managers investing in
Lithuania point to the requirement imposed by a public LP to confirm the
portfolio company's business plan at regular intervals and to ensure its
execution, which contradicts the principle of iterative business model change,
common to how startups elaborate their product-market fit.

In connection with previously raised concerns, multiple interviewees refer
to the EU market fragmentation and requirements inappropriate for
startups as a cause for the low density of high-quality growth companies
in the EU. As a result of challenges related to cross-border operations, a
significant number of companies from Series A onwards relocate to more
favourable jurisdictions, such as the commonly cited example of the US, often
following the advice of their own fund managers, both to access larger and
more unified markets and to tap into more readily available growth capital pools.
As a result, EU-based funds that supported those companies in early stages are
more than likely to continue channelling follow-on investments outside of the EU
to continue participating in value creation and realise their return during the exit.
An inherent downside is that relocation results in the EU funds losing touch with
the company team due to distance, lack of local market expertise and other
factors, rendering it irrelevant.

In connection with these aspects, multiple fund managers expressed their
support for the common 28th legal regime for a startup entity that could
harmonise the applicable company laws and other requirements. Several fund
managers mentioned that clarifying the definition of a startup entity, similar to
how some jurisdictions have done to date®4, might be beneficial to ensure the
same treatment across the board. The European Commission has recognised
this need and is planning to roll out the blueprint of a harmonised EU-wide
corporate framework in Q1 2026 (European Commission, 2025), including
harmonised procedures for cross-border operations, simplified formation,
capital, and shareholder rules, and standardised procedures for cross-border
restructuring. It is complemented by the recently adopted Digital Company Law
Directive that targets (European Parliamentary Research Service, 2024) over
EUR 400 million in annual administrative cost savings through such initiatives
as implementation of a ‘once-only principle’ for setting up branches and
subsidiaries across borders, elimination of apostille requirements, streamlined

84 In Spain, a startup is defined by Law 28/2022 as a company that meets specific criteria
related to its age, innovation, financial status, and location.
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translation requirements and enhanced interconnection of business registers
across the EU.

A legal issue that rather severely impacted several interviewees is related
to FDI regulation, mentioned as a barrier by some interviewees even
within the EU. In most cases, national FDI screening regimes impose more
stringent checks on investors from outside the EU investing in EU countries.
While this is generally less drastic for cross-country investments in the EU,
some exceptions exist. Moreover, while outright prohibitions are rare, the
implementation of screening, related disclosure requirements, and the
processing time may be a burden. Importantly, FDI clearance may arise only
during the investment process, but also during the exit, selling portfolio
companies to the buyers abroad. Typically, FDI clearance is required from
every jurisdiction where the company has a subsidiary. Among the highlighted
barriers, three fund managers (two based in Italy, and one abroad) specifically
mentioned lItalian figolden powero rules T legislation requiring government
approval for strategic industry investments T in some cases blocking even intra-
EU investments. One interviewee also mentioned the burdensome clearing
process in Romania during the exit of their portfolio company with the local
subsidiary. Romania implements lengthy FDI clearance on transactions over
EUR 2 million that fall under a list of broadly defined sensitive sectors, which
resulted in over EUR 10,000 in additional costs for the interviewee and an
extended transaction timeline of at least two months (still in progress at the time
of the interview), introducing risks for the acquisition. While FDI screening
mechanisms are generally encouraged for national security reasons, their
burdensome implementations by some Member States may result in a barrier,
potentially disincentivising funds from investing cross-border. A detailed review
of FDI laws across 10 Member States in focus is provided in Section 4.3 and
Annex 4.

From the taxation perspective, carried interest taxes and related
uncertainty are sometimes mentioned as a source of discomfort to fund
managers investing cross-border. Yet again, the core issue stems from
fragmentation: only a few countries T such as France, the Netherlands, and
Luxembourg T offer specialised carried interest tax frameworks that provide
preferential capital gains treatment. In contrast, many jurisdictions (including
Denmark, Germany, Italy, and Spain) lack dedicated regimes, leading tax
authorities to reclassify carried interest as employment income, subjecting fund
managers to higher tax rates and social charges. The disparities are
compounded by holding period differences; for example, France requires a
minimum five-year holding period to benefit from its preferential 30% flat tax on
carried interest, whereas Germany imposes no such minimum.

Sometimes, tax uncertainty is related to the interpretation of the role of an
investor in the company. A German fund mentioned that GP taxation rules
require careful consideration in connection with GPs joining fitier oneo or
executive boards in the Nordic countries, and they always need to do legal
checks when joining these to ensure their carried interest income is not
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reclassified as employment income, if they are seen as part of the
management.

As a result, when general partners (GPs) of the same fund reside in different
jurisdictions, they may face markedly different tax treatments on their carried
interest. This inconsistency complicates fund structuring and incentivisation, as
GPs in high-tax or non-specialised regimes incur heavier tax burdens.

Ranked as the most significant among the market barriers, due diligence
and investment process frictions, while minor as standalone, are
challenging in aggregate for the fund investment process, especially in a
cross-border setting. Minor yet cost-increasing aspects such as cross-border
document signing, unavailability of company financial information, shareholder
agreement and share purchase agreement clauses variability and the absence
of commonly accepted templates, notarisation requirements to prove
documentsi authenticity, long waiting times to open a bank account, mandatory
local language translation in some jurisdictions and other issues were
mentioned. In aggregate, they appear to create a significant burden during the
fund investment process, especially in cases when the costs are not
proportional to the size of the transaction executed. To illustrate:

~

0 Notarisation requirements are mentioned particularly frequently by
stakeholders in some jurisdictions T notarisation costs for a Series A
transaction may reach up to 60,000 EUR, according to a fund manager
based in Germany.

0 A fund in Germany was required by the local regulator to have a
valuation assessment done specifically by a certified auditor for
each company before it could invest.

O¢

Differences in bookkeeping methodologies between countries may
constitute a friction. For instance, the treatment of due diligence costs for
accounting purposes created cross-border uncertainty, whereby a fund
based in Austria reported that while in Germany it is allowed to offset due
diligence costs when calculating tax liabilities, it is not the practice in
Austria. In another case, the French GAAP standard was characterised
as fiimpenetrablet by an investor from a different EU country.

0 Lack of a standardised investment instrument was frequently
mentioned as a barrier, albeit mostly affecting earlier-stage investments.
Many interviewees point out a lack of a uniform convertible investment
instrument, resorting to elaborate workarounds to recreate simple
convertible investment instruments, often referring to the US SAFE
example as a widely accepted standard.®

85 This barrier tends to be more relevant for early-stage investments, where quick and flexible
funding rounds are essential for startups' survival and growth, while being less critical for late
VC and growth stage rounds where more standardized equity instruments are typically used
due to more established company valuations and more complex shareholder structures.
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Home bias among fund managers in the EU constitutes an important soft
barrier to cross-border venture capital and private equity investing that
should not be overlooked alongside regulatory and tax obstacles. This
tendency arises from the critical importance of having a local presence,
language proficiency, and established networks to effectively source deals,
conduct due diligence, and bring value to portfolio companies. Fund managers
often prefer investing in their domestic markets because competing across
borders requires overcoming language barriers and navigating diverse business
cultures. Moreover, international investors and well-established local funds
create intense competition in the biggest EU markets, making it difficult for
managers without a local foothold or/and without significant experience to gain
traction. The lack of network and, consequently, of trusted co-investment
partners across different EU jurisdictions further limits fund managersi ability to
spread risks and pool capital. For fund managers without cross-border LPs, the
costs of understanding a new jurisdiction may outweigh the benefits in view of
the lack of incentives to invest there. The uneven nature of market structures,
cultural differences, and relational dynamics means that regulatory measures
alone cannot easily overcome the entrenched local preferences and competitive
realities faced by fund managers across the EU.

Limited and inefficient exit options in the EU constitute a significant
investment barrier, as they reduce the attractiveness and viability of
funding growth-stage companies domestically and may contribute to the
companiesi relocation. Limited exit options are impacted by both corporate
sector inactivity and limitations of stock markets in the EU. Multiple fund
managers point out the relative reluctance of EU corporates to grow through
M&A activity, while corporate M&A could constitute as much as 50% growth
stage exits®. Stock market fragmentation, lack of liquidity of exchanges,
complex listing procedures and related costs may serve as an impetus for
companies to relocate and list elsewhere, thinking ahead to the large enough
pool of investors to purchase their future stock T at the time when the probability
of IPO success may not correspond to the cost of listing.

Case Study T Development of PE secondaries market

Note: The secondary market in private equity refers to the buying and selling
of existing investor commitments to private equity funds. It includes LP-led
transactions (where limited partners sell their stakes) and GP-led transactions
(where general partners restructure or extend ownership of portfolio assets).

The global private equity secondary market has grown rapidly, reaching a
record EUR 162 billion in 2024, up from EUR 102 billion in 2023. As
illustrated in Figure 52, both LP-led and GP-led transactions drive this growth,
with GP-led deals now making up nearly half of the total volume. North
America dominates the market, accounting for about 80% of activity, while
Europe lags at 15%.

86 Earlier research conducted by authors of this study, based on Dealroom data for 2021-2023.
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Figure 52. Annual transaction volume of the secondaries market, EUR billion,
2018-2024
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Source: Jefferies, 2025.

Pension funds, SWFs, and insurers in the US have embraced secondaries to
rebalance portfolios without long lockups. Meanwhile, the rise of specialised
secondary funds, platforms, and advisory firms has made transactions easier
for investors. This factor gave LPs the confidence to invest in illiquid assets,
knowing they can exit when needed (John, 2025).

In contrast, Europe lacks the deep secondary infrastructure, including
specialised secondary funds, dedicated intermediaries (e.g., investment
banks, brokers, advisors), and efficient digital platforms. This contributes to
longer capital lockups, higher illiquidity risk, and reduced participation from
institutional investors, particularly in smaller funds.

Secondary deals in Europe often involve complex legal work, extensive due
diligence, and GP consent, with procedures varying across jurisdictions. This
makes transactions slower, costlier, and less scalable, limiting the secondary
marketis role in providing liquidity.

A final significant general barrier mentioned by fund managers is the
dissatisfaction with direct limitations to investment geographies in the EU
through LPs mandates. As previously mentioned, public LPs (like national
development agencies and sovereign wealth funds) often have strict mandates
that prioritize investments within their own Member StatesAThis barrier is tightly
connected with the public support mandates that trickle down from the LP level
to apply to fund managers. In countries like Poland, Italy, and France, for
instance, investment vehicles supported by public funds must demonstrate that
at least twice the amount invested will be deployed within their respective
national economies/&Vhile this has implication on the fundraising and the choice
of LPs at the beginning of the process, such geographical investment limitations
are commonly cited as a barrier to investment once the LPs are participating in
the fund. In many cases, the fund managers cannot easily forego the LP
commitment despite the mandates, especially when the alternatives are absent.
This runs the risk of preventing fund managers from executing sector-specific
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strategies cross-border and stall the deployment of capital to less funded
regions.

Overall, the interviewees indicate that barriers to venture and growth
funds investment and post-investment care processes, both domestically
and cross-border in the EU, are perceived as less acute than those
pertaining to the fundraising process. Still, barriers impacting general funds
operations as the cumulative burden of reporting, incorporation and fund
vehicles issues, fees & charges and taxation indirectly acts a barrier to more
effective capital deployment as much as it does to effective fundraising. Once
again, however, these issues tend to be solvable with various workarounds,
especially for larger funds: using the services of legal consultants, leveraging
co-investment networks or through a strategic decision to keep the scope of
operations limited. On the other hand, interviewees criticise the regulatory
frameworks and market fragmentation at the portfolio company level, which stall
companiesi growth to the later stages and forces promising companies to
relocate to less restrictive and business operations-friendly markets T this limits
the amount of appealing late VC and growth stage targets and overall drains the
EU market of the companies headquartered there, creating a demand-side
issue. During the investment process itself, process frictions play an outsized
role, especially for smaller transactions, including notary requirements and
related costs, disparities in documentation and other difficulties preventing the
proper assessment of targets and fast monetary commitments.

4.3. Key barriers to fund activities based on the
Member Statesi legislation analysis in 10 EU
countries

The comparative analysis aims in this section to illustrate the ongoing
fragmentation in the regulatory environment governing venture capital and
private equity funds across the European Union, based on the review of legal
documents in each of the Member States in focus. EU-level legislation, and
primarily the AIFMD, have established a foundational framework for fund
operations and cross-border activity. Nevertheless, substantial differences
persist in national-level implementation and interpretation. The fragmentation at
national level, as illustrated by the 10 country analysis derives essentially from
the fact that the AIFMD does not regulate products, but fund managers.
Therefore, it is expected that a certain degree of diversification among Member
States T first and foremost on the structure of fund vehicles and the legal
aspects associated therewith, would exist and would be contingent upon
national corporate and civil laws. Nonetheless, the basic taxonomy laid down by
the AIFMD as implemented at the national level is far from being uniform, as
seen, for example, by the diversity in the definition of imarketingo or by the very
understanding of what constitutes a ficollective investment undertakingo. Most
importantly, the rules laid down by the Directive, which should be sufficiently
harmonised to enable an efficient integration of markets, are highly fragmented.
These variations span a wide range of issues critical to fund formation and
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scalability, including depositary requirements, outsourcing and delegation rules,
marketing rules, registration procedures, and local presence obligations. The
most acute aspect of such fragmentation relates not only to how national laws
and regulations can vary so significantly, but how the supervisory approaches
by national competent authorities are strikingly dissimilar. This entails
differences in the interpretation of basic concepts, on the application of rules
and obligations, and even on the structuring of supervisory fees. On top of such
regulatory fragmentation, national regimes on the taxation of investment funds
and restrictions for investment in the VC sector deriving from insurance and
pension fund regulations add further layers of complexity to an already highly
convoluted environment.

By identifying these divergences in a comparative matrix, this analysis provides
a systematic overview of how regulatory conditions differ between Member
States, and where they align or diverge among themselves. It is based on a
traffic light system, allocating red to cases of national approaches seen as
overly heavy, unclear or burdensome to stakeholders; yellow, where
approaches are moderately burdensome or unclear; and green, where the
regime is more favourable to fund managers. Each of the 6 dimensions is
broken into subtopics, whereas the overall assessment is based on a combined
score. Further information on how each national regime was assessed and a
detailed overview by every dimension is provided further in this section and in
Annex 1c.
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Table 14. Comparative matrix of national regulatory regimes along 6 key
dimensions

[ - Supportive and aligned - Moderate frictions or ambiguities [l - Restrictive or fragmented

1 Incorporation and operational setup of fund vehicles

e e [ [oe [ o [ [ = s |
a— H BN B

e | | N | | | |
1.c Depositary
requirements

1.d Delegation
1.e Registration and
setup requirements

Overall favourability 2 2 2 2 3

Urgency score T 1.9/3

2 Supervisory fees and ancillary charges

2.a Registration and
setup fees

2.b Capital
requirements

2.c Other fees and
charges

Overall favourability | | 2 2 . 2

Urgency score T 2.0/3

3 Marketing framework and fess
12 3 3 e 0 S S I
3.a Definition of marketing . .. ..

3.b Pre-marketing rules

3.c Reverse solicitation

3.d National Private
Placement Regime
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3.e Marketing fees . .
Overall favourability . 2 2 2 2 .- 2 . 2

Urgency score T 2.1/3

Ongoing reporting
and disclosures

Urgency score T 1.9/3

5 Local presence and substance tests (supplementary to 1c, 1d)

e e refoe L Joo ] |

5.b Local service
providers

5.a Local directors ....

Overall favourability

6.a Pension funds
restrictions

6.b Insurance companies
restrictions

Overall favourability

Although the AIFMD is clearly the foundation of each national regime, the
divergence in regulatory and supervisory approaches is significant, as it has
already been highlighted in the interviews. It must be noted, however, that the
matrix is far from exhaustive and focuses only on certain regulatory aspects in
ten Member States, and analysis covering all 27 would likely capture even more
diversity. The matrix highlights the impact of these differences on fund
managersi ability to operate efficiently across borders and on the attractiveness
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of individual jurisdictions for VC/PE activity. The comparative exercise above
makes clear that AIFMD transposition and day-to-day supervision remain highly
fragmented along three distinct fault lines:

0 Procedural gold-plating T Every Member State enjoys latitude to impose
fiadditional safeguardso. In the registration and marketing domain alone,
the survey surfaced ten separate national add-ons ranging from Italyis
demand that all marketing material be pre-cleared and translated,
through Spainis annual levy on each notified AIF share class, to Polandis
requirement that professional-investor marketing be cleared fund-by-fund
rather than via the pan-EU passport. None of these steps exists in the
Level-1 or Level-2 AIFMD text, yet they dictate launch timelines and legal
spend more than the Directive itself.

0 Divergent substance expectations T The AIFMD merely requires that an
AIFM be fiestablishedo in a Member State and maintain fiadequatet
internal control. While some jurisdictions have chosen to interpret these
requirements numerically, e.g. Spainis fitwo-directoro rule, others rely on
qualitative notions of fieffectived management. A manager operating a
single pan-EU fund, therefore, would face an eight-to-ten-fold swing in
fixed overheads solely on the basis of domicile.

0 Local investor-protection overlays T ESMAis Annex IV report was
intended as the one-stop transparency tool, yet seven of the ten
jurisdictions bolt on bespoke disclosures (from Francets fifiche de
données essentiellest to Swedenis sustainability annex).

The net effect is a market in which managerial frictions and investor access
continue to depend more on postcode than on pan-European law. In short, the
regulatory scaffolding may be common, but the bricks and mortar remain
conspicuously national.

Summary of the assessment along the 6 key regulatory & legal
dimensions

Legal texts, supervisory documents, interviews, and earlier studies were
reviewed to form the foundation of this analysis, validated with representatives
of national venture capital and private equity associations and legal practitioners
from the respective countries. The 6 dimensions selected for analysis represent
the key aspects of regulation, known from early interviews and earlier studies to
be influencing the ease of establishment, fundraising and operations of the
funds. 10 countries were selected for the assessment (Bulgaria, Estonia,
France, Germany, Italy, Luxembourg, the Netherlands, Poland, Spain and
Sweden) to represent key EU regions and cover countries where most of the
Private Equity and Venture Capital activity is concentrated in the EU.

A review of the regulatory, legal and tax landscape across shows a markedly
uneven playing field for managers seeking to establish and market venture or
growth-capital funds within the EU. While every jurisdiction is formally aligned
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with the AIFMD, in practice, gold-plating and local market practice create
material differences in both cost and certainty of execution.

1. Incorporation and operational setup of fund vehicles

Estonia, Luxembourg and Sweden stand out for the flexibility of their fund
vehicles, permissive delegation rules and clear tax-transparent structures.
These factors materially reduce time-to-market and afford managers the latitude
to outsource portfolio management or administration functions without
breaching local substance thresholds. Poland, by contrast, applies tighter
delegation caps and more burdensome depositary requirements, rendering day-
one structuring appreciably slower and more expensive. The remaining six
jurisdictions are workable, but each presents one or two residual frictions, most
commonly in the shape of mandatory local language documentation or bespoke
disclosure annexes.

2. Supervisory fees and ancillary charges

Luxembourg and the Netherlands offer the most friction-free notification regime;
the CSSF and the Dutch Authority for the Financial Markets process AIFMD
passport filings rapidly and impose no up-front supervisory fee. Italy and Spain
occupy the opposite ends of the spectrum, each demanding lengthy prior-
authorisation procedures and imposing recurring annual levies. Other
jurisdictions charge moderate, largely predictable fees, but differences in timing
still influence commercial launch timetables.

3. Marketing framework and fees

Luxembourg and the Netherlands again form the benchmark, having embraced
both the AIFMD marketing passport and the 2021 fipre-marketingo reforms with
minimal local embellishment. Managers can test investor appetite quickly and
pivot to full marketing with limited incremental filings. Spain and Poland remain
restrictive. The remaining jurisdictions introduce procedural detours T such as
Italyis mandatory translation of marketing materials or Swedenis advance
notification to the Financial Supervisory Authority T that elongate go-to-market
efforts.

4. Reporting and disclosure obligations

All ten jurisdictions recognise the ESMA Annex IV template; however, Estonia,
Luxembourg and the Netherlands implement it verbatim, whereas the others
layer on modest national addenda (e.g., Franceis requirement to supply a
French fikey data sheeto). None of the jurisdictions imposes obligations
sufficiently onerous to deter market entry, but the pure ficopy-outo approach in
the three leading jurisdictions removes both cost and legal uncertainty when
interpreting reporting fields.

5. Local presence and substance tests

France applies a measured substance doctrine: AIFMs must evidence
fieffectived management in France but there is no statutory requirement for a
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French-resident director or minimum staff count, provided strategic decisions
demonstrably occur in-country. Other jurisdictions have moved in a similar
direction, calibrating substance thresholds to fund size and risk profile.
Conversely, jurisdictions as Germany, Poland, and Spain have formalised
quantitative criteria T often resident directors, dedicated office space or
minimum headcount T that elevate fixed costs and complicate lean-operator
models popular with early-stage managers.

With regard to substance tests, specifically, while not always national legal texts
and regulatory guidance provide clear criteria for the interpretation of the rules
laid down in Article 20 AIFMD on delegation, supervisory authorities of the
Member States analysed present distinct understandings of which activities
qualify as fidelegationt and on the notion of so-called filetterbox entitieso. As a
consequence, jurisdictions adopt different approaches towards the delegation of
risk and portfolio management, with tighter or more flexible stances.

6. Prudential rules and gold-plating thereof

Estonia, Luxembourg and the Netherlands permit broader allocations to venture
and growth AlFs without hard-wired asset-class caps. Germany, Italy, Poland
and Spain maintain conservative percentage limits or apply look-through
calculations that dilute institutional capacity for illiquid investments. Bulgaria,
France and Sweden occupy a middle ground, allowing allocations subject to
ceilings (often 5-10% of technical provisions) that can be flexed by the trustees
of the investor.

Overall favourability

Aggregating the six headline factors, Luxembourg and the Netherlands emerge
as the most supportive jurisdictions, offering an optimal blend of light-touch
registration, pragmatic marketing rules and liberal investor-allocation
regulations. Luxembourgis only comparative drawback with the Netherlands is
marginally higher supervisory fees. Estonia punches above its weight, with
genuinely business-friendly operational rules offset by more prescriptive local-
presence demands. France and Sweden deliver broadly balanced frameworks
but rarely top any single metric. Germanyis otherwise solid regime is
undermined by restrictive institutional-investor caps, local presence
requirements and burdensome establishment procedures, while Bulgariais
absence of any clear fibest-in-classo attribute keeps it below the median. Italy,
Poland and Spain collectively present the heaviest compliance burden,
principally due to slow or costly registration procedures, strict marketing
approvals and rigid substance requirements.

Annex 4 provides more factual information on each of the main dimensions that
were used to conduct the comparative assessment.
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5. Conclusions and policy implications

This study set out to assess the barriers to scaling venture and growth capital in
the EU and to identify broad policy directions that can improve the investment
environment. Relative importance of various barriers analysed in this study is
better understood in the context of the operational model of venture & growth
capital, implying that fund managers and vehicles need to be structured to
appeal to potential investors (including the tax implications); satisfactory returns
are obtained by acquiring the right companies and selling them at a profit; the
cost of operations of a fund and fund manager needs to be kept optimal and at
any time within the management fee collected. All these aspects are affected by
the regulatory, legal and tax environment, as well as underlying market
structure and trends. Eventually, the issues blocking the ability to fundraise fast
and realise return are always seen as more important compared to issues that
merely increase the cost of operations.

This dynamic is particularly relevant given that the EU ecosystem remains
dependent on a relatively small group of institutional investors, with large
variance in cross-border engagement and geographic exposure. Furthermore,
the strong reliance on non-EU capital in later-stage deals underscores how
barriers in fund setup, marketing, or taxation can quickly distort competitive
positioning.

This study has shown that the ability of venture and growth capital funds to
scale in the EU is shaped by a combination of market and regulatory conditions.
While regulatory fragmentation and supervisory divergence remain important
barriers, the analysis indicates that market-driven constraints & such as the
institutional risk aversion, and geographic concentration of capital & play an
equally or even more significant role. In most EU Member States, only a handful
of large-ticket institutional investors are active in the asset class. This leads to
over-reliance on a small pool of capital and creates bottlenecks for both
emerging and experienced fund managers. Successful fund managers turn to
non-EU investors, particularly at later stages. These patterns reflect not just
regulatory friction, but a broader structural challenge related to investor
preferences, scale, and familiarity.

At the same time, the process of forming and managing a fund across borders
remains administratively and legally complex. Fund managers continue to
encounter differences in marketing rules, legal entity structures, supervisory
expectations, and taxation & especially in areas like capital gains and carried
interest. These differences raise both the cost and uncertainty of cross-border
operations. Even when capital is successfully raised, frictions on the investment
side A such as delays in company registrations, notarisation rules, or divergent
shareholder protections & can undermine the efficiency of deal execution,
particularly for pan-European strategies. Smaller markets with weaker legal
infrastructure or limited entrepreneurial density may face added challenges in
attracting capital. Taken together, market and regulatory frictions reinforce one
another. Structural issues on the demand side of capital, combined with
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fragmented rules on the supply and deployment side, contribute to persistent
under-scale and geographic concentration in the European venture landscape.

The analysis suggests that further supervisory convergence and coordination
may help tackle fragmentation and the cumulative burden of compliance for
fund managers, especially in terms of aspects related to fund governance,
marketing process and reporting requirements. Solutions for harmonising the
incorporation of fund vehicles or a concept of EU entity for an investment fund
similar to the proposal on the common startup entity may be explored,
particularly if it can help to standardise governance procedures and tax
treatment of capital gains and carried interest across the Member States.
Promoting more proportionate approaches to reporting, fees and governance
requirements based on assets under management may support smaller fund
managers early on. Further standardising and promoting wide acceptance of
reporting templates across jurisdictions, within the AIFMD framework and
beyond (including pinpointing and removing reporting overlaps imposed by LPs
themselves) may further decrease fund manager and LP costs and the amount
of administrative work. Initiatives that aim to converge and simplify the offered
fund products may also be considered, particularly prompted by the overlap of
AIFMD and EuVECA for fund marketing, and in order to minimise the costs
associated with authorisation processes; the potential of ELTIF may be
explored as an open-ended fund that may better align with portfolio strategies of
LPs. As a general principle, the industry encourages a more practical, less
formalistic approach to compliance, authorisation procedures and investment
process practices as well as a more harmonised interpretation and approach by
national supervisors.

While previously described measures are primarily targeted at fund managers,
other measures may be effective from institutional investorsi perspective.
Solvency Il was recently reviewed, and the possibility of a more favourable risk
weight of 22% for long-term equity will apply from January 2027. However, it will
be important to ensure coordinated enforcement of this and other prudential
rules applicable to different institutional investor types across the Member
States, especially in the case of prudential rules for pension funds, where
fragmentation is most prevalent. Initiatives to address the risk aversion culture
and promote the benefits of investing in the venture and growth asset classes
would be particularly important T these should focus on soft (policy) measures,
such as memoranda of understanding on minimum allocation commitments,
investment pooling and educational and awareness-building initiatives.
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Annex la. Methodology for quantitative analysis

Methodology for venture and growth capital market
analysis (Task 1)

To analyse the venture and growth capital market in the EU, two separate
samples were constructed from the Dealroom database and supplemented with
data from Preqin.

The following filters were applied to obtain the sample:

Transaction size: the size of the transaction is between EUR 15 and 250
million.

O«

O«

Transaction date: the year of transaction is 2022, 2023 or 2024%’.

¢

Transaction round type: the type of transaction defined as equity. Types

of transactions excluded: acquisition, lending capital, buyout, grant, debt,
post IPO debt, private placement VC, private placement non-VC, project,
real estate and infrastructure financing, SPAC private placement.

O«

Transaction participant & location:

o Investment by EU venture and growth capital funds: at least one EU
venture & growth capital fund is an investor in the transaction.

o Investment into EU investees: the headquarters of the investee is
in the EU.

Benchmarking: For benchmarking purposes, the same data collection
procedure was conducted to retrieve the transactions by UK-based and US-
based funds (2024 only). To bring the Asian markets angle, selected data on
Chinese (being one of the most active VC ecosystems in the world) and South
Korean (driven by public finance to a similar extent as the EU ecosystem) markets
is used.

Investor contribution: To assess the role and relative contribution of investors
in each transaction, we applied a structured methodology that combines
disclosed lead investor information with historical investor behaviour data.
Contribution estimates were informed by each investoris disclosed role in the
transaction (e.g. sole investor, lead, co-Lead, co-Investor) or their historically
typical role based on prior activity. We applied role-based assumptions with
indicative percentage weights to approximate relative contributions. For each
investor, an adjusted weight was calculated:

~

O based on either the capped amount (from Preqin min/max), and/or

O their role-based weight (lead = 3, co-lead = 2, others = 1) if no valid
amount was available.

87 A three-year reference period is used to reflect the current structure of the venture and growth
capital market, to capture those market players that are currently active in financing startups
and scaleups.
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Then, for all investors in the same transaction, the formula computed the total
adjusted weight by summing individual adjusted weights. As the last step,
individual shares were adjusted to collectively add to 1 (100%).

If no role data was available, we assumed equal equity participation across all
investors in the transaction.

Methodology for institutional investor activity analysis
(Task 2)

To analyse the activity of institutional investors in EU-based venture and growth
capital funds between 2022 and 2024, a structured methodology was applied.
This included data collection from leading databases, investor classification,
estimation of undisclosed commitments, and assessment of geographic
investment patterns.

Figure 53. Methodology for Estimating Total Investor Commitments, 2022-2024%,

= EUR 38 billion was raised by EU-based fund managers
between 2022-2024.

= Known investor commitments to these funds amount to
EUR 2.5 billion.

= These EUR 2.5 billion in commitments come from 46
investments made by 36 investors.

= Investor names, types, and countries of
origin are known for 208 investors who
made 305 investments.

A total of 236 individual funds are known

AVERAGE ESTIMATED to have raised capital during this period

COM NT BASED .

ON 91 FUNDS = Average commitment per fund was
estimated based on a sample of 91
funds.

= By combining datasets, the average
commitment per investor (with known name,

ESTIMATED INVESTOR L .
8.5 COMMITMENT type, and origin) was estimated.

EUR billion = The total estimated investor commitment
amount is EUR 8.5 billion.

Source: Civitta analysis.

Step 1: Identification of funds and investor disclosures

Out of the 236 funds, only 91 funds had some level of data related to their
investors. This does not mean that only those funds received investor
commitments, but rather that only 91 funds disclosed partial investor-level data,
such as investor name, type, or region. Importantly, this implies that the data is

88 The relatively low share of known investor commitments stems from limited data availability in
one of the most comprehensive databases (e.g., Preqgin). This is primarily due to investors not
disclosing the specific funds they committed to, or funds themselves not sharing investor data.
Nonetheless, a broader estimate was derived, covering approximately EUR 8.5 billion (22% of
total raised capital).
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based on disclosed investors only and does not reflect all investors who

committed capital during the period.

0 Intotal, 208 investors were identified as having disclosed relevant

information.

O«

funds.

These 208 investors made a total of 305 investments across various

0 However, only 36 investors disclosed actual commitment amounts,
corresponding to 46 investments.

0 For the remaining 172 investors (208-42), covering 259 investments,

commitment sizes had to be estimated.

Step 2: Investor categorisation framework

To enable more consistent comparative analysis, the original institutional types
of Limited Partners (LPs) were mapped into standardised categories based on
their function and role in the investment ecosystem.®°

Table 15. Investor group classification.

Assigned Category Original Investor Type (Pregin database)

Asset manager

Asset manager

Asset manager

Bank

Corporate

Corporate

Family office

Family office

Insurance company

NPBIs

NPBIs

Fund Manager

Asset Manager

Private Equity Firm (Investor)

Bank

Corporate Investor

Fund of Funds Manager

Family Office - Multi

Family Office - Single

Insurance Company

Fund of Funds Manager

Private Equity Fund of Funds Manager

89 Note: Entities were assigned to the NPBIs (national promotional banks and institutions)
category if their core mandate was developmental or promotional, even when they were labelled
as fiBanko, iAsset Managero or iSovereign Wealth Fundo in the original Pregin database.
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Assigned Category Original Investor Type (Pregin database)
NPBIs Government Agency
NPBIs Investment Bank
NPBIs Bank
NPBIs Asset Manager
NPBIs Sovereign Wealth Fund
Other Foundation
Other Endowment Plan
Other Fund of Funds Manager
Other Hybrid Fund of Funds Manager
Other Private Equity Firm (Investor)
Other Investment Trust
Other Private Equity Fund of Funds Manager
Other Investment Company
Other Bank
Other Government Agency
Other Investor
Other Wealth Manager
Other Portfolio Company
Other Investment Bank
Other Infrastructure Firm (Investor)
Other Other
Pension fund Public Pension Fund
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Assigned Category Original Investor Type (Pregin database)
Pension fund Private Sector Pension Fund
Sovereign wealth fund Sovereign Wealth Fund

Source: Civitta analysis.
Step 3: Estimating investor commitment sizes

To estimate commitments for the undisclosed investments, a multi-step process
was applied:

0 Fund-level Estimation: For a subset of funds, information was available
on typical investor commitment ranges, including minimum and
maximum ticket sizes per investor. This data formed the basis for
calculating average commitments per investor per fund.

O Investor Segmentation: Investors were segmented by:
o Investor type (e.g., pension fund, corporate, bank, etc.).
o Region of origin (e.g., EU27, North America, etc.).
Using this classification, average commitment sizes were calculated for each

investor type-region combination, based on available data from other similar
investments.

0 Grouping for analytical clarity: To facilitate analysis and interpretation,
investor types were further grouped into broader categories, allowing for
a more streamlined overview and comparison.

0 Fallback Estimation (type only): In cases where investor typeTiregion
combinations did not match any for which averages were calculated, a
fallback estimate was generated based on investor type alone, excluding
regional distinctions.

Step 4: Aggregating final commitments

For the 42 investors who disclosed their actual commitment amounts, those
figures were used without modification. For all other investors, the estimated
commitment amounts calculated through the methodology described above were
used.

By combining actual and estimated data, total institutional investor commitments
were estimated at approximately EUR 8.5 billion, representing 22% of the capital
raised by funds in scope during the period.

Strategy classification of funds

To classify European venture and growth capital funds by strategy, a detailed
review of fund-level data from Preqin was conducted, focusing on fund strategy,
fund vintage, and performance indicators. The classification is based on
patterns across fund vintages within each fund manageris portfolio and their
evolution over time.
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Each fund manager was assigned to one of seven strategy categories (or
classified as other), according to predefined criteria. These criteria were based
on (1) the presence and timing of early-stage and/or growth-stage funds, (2)
consistency of thematic, industry, or geographic focus, and (3) absence or
inclusion of other investment strategies such as buyout, infrastructure, or real
estate.

Investment geography analysis

Deal-level data (investment into portfolio companies of funds in scope) was also
analysed to understand the geography of investments for funds analysed, to
exclude funds focused on transactions below the EUR 15 million threshold and
to assign geographical exposure. Dual criteria were used to assign each
commitment by institutional investors (the location of the institutional investor®®
and the countries where investments into portfolio companies were executed®?).
Only funds managed from one of the EU-27 countries were selected for
analysis.

The objective is to explore whether commitments tend to be more clustered in
the funds active in the domestic market, as opposed to willingness to support
funds conducting cross-country investment within the EU, or strategies involving
non-EU markets. For this purpose, institutional investor commitments were
classified based on the location of the institutional investor and the portfolio
companies of the fund. Four segments were defined based on this principle:

~

0 Domestic% T Investors from an EU-27 country commit to a fund that
invests only in the same country as the investor (e.g., French LP Y
French or EU-based fund Y French companies).

Cross-Country EUT Investors from EU-27 country commit to a fund that

invests across the EU-27 (e.g., EULP Y EU fund Y EU companies).

0 Cross Country EU-Global T Investors from EU-27 countries commit to a
fund based in the EU, which invests globally (e.g., EU LP Y EU-based
fund Y companies anywhere in the world).

0 Non-EU-Global T Investors from outside the EU commit to EU-based

funds that invest globally (e.g., US LP Y EU-based Fund Y companies

anywhere in the world).

O¢

9 By country of location of the headquarters.

91 For the purpose of understanding cross-country investment, the investment strategy of the
fund rather than the location of the fund manager was selected.

92 This category was assigned only in cases where the strategy is focused both by the investor
and the fund and the investor from a given member state invests only in funds purely focused
on investments in the same country. If for example the investor in question commits to funds
active in other Member States, the investor is classified as cross border EU. And conversely, if
the fund that received the investment has at least some investment outside of domestic member
state, the category is assigned as cross-border.
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Annex 1b. Methodology for interview analysis:
barriers to general fund operations, fundraising,

investment and consolidation

Before compiling the interview guides, mapping of barriers to venture and
growth capital fund activity was done through the analysis of existing research
(secondary sources). Where existing theoretical research was scarce, for
instance, in the case of fund managers consolidation through M&A, barriers
were additionally derived from empirical examples by reviewing company
announcements and news articles.

The list of barriers resulting from the analysis of the secondary sources was
used to compile interview guides for fund managers and institutional investors.
As a result, 44 interviews with venture and growth fund managers and 21
interviews with institutional investors were conducted between January and
June 2025 to gauge the relevance of various barriers and identify the barriers
that are encountered most frequently by the ecosystem players, warranting
deeper analysis.

For the barriers to fundraising and to investment and post-investment care,
interview transcripts for LPs and fund managers were aggregated and tagged
based on the barriers voiced or on the indirect evidence that the stakeholder is
experiencing this barrier (one or several tags per interview), e.g., mentions

of burdensome depository requirements were tagged as iAIFMD: Depositoryo;
expressions such as We do not invest in C because of our internal risk model
assumptions were tagged as "Internal risk aversiono.

Specific concerns were further summarised by assigning them to general barrier
categories. Full mapping matrices based on the interview tags are available in
Table . The overview classifies the barriers into broad®* categories based on the
primary force behind each barrier T regulatory & legal, tax, and market or
structural barriers T describe the effect of each barrier and at which stage of the
fund lifecycle this barrier predominantly manifests. For the interview to be
assigned as mentioning one of the barriers from the general category, the list of
its tags must contain one or more specific barriers that belong to the respective
general category based on the mapping matrix. Where it was not possible to
attribute the interview insight to any barrier category due to the lack of

93 The full list of interviewees as well as their characteristics is available in Annex 3.

94 These categories are not fully mutually exclusive T tax barriers are a consequence of items
defined in law while structural barriers may be reinforced by regulation, defying a clear-cut
division. However, the classification is useful to identify the chief source of influence.

9 These categories are not fully mutually exclusive T tax barriers are a consequence of items

defined in law while structural barriers may be reinforced by regulation, defying a clear-cut
division. However, the classification is useful to identify the chief source of influence.
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specificity, but it captured one of the key general cross-topic sentiments, such
tags were assigned to one of the ficross-topico categories.

A less structured approach to the analysis of barriers to co-investment and
consolidation through M&A was adopted T the mentioned barriers were directly
reflected in the text of the report based on the interview transcripts.

Several limitations to the interview analysis must be mentioned. First, it must be
noted that interview discussions were geared by the interviewers towards the
more in-depth discussion of regulatory, legal and tax issues, which could have
led to overstating the importance of those vis-a-vis market or structural barriers;
however, this has not affected the factual characterisation of concerns
associated with the barriers, and the respective tag was only added to the
interview in the case where there was enough evidence that the firm indeed
experienced the barrier.

Second, the assessment of legal barriers was affected by the availability of
interviewees and their respective positions in a fund T while legal staff was able
to better distinguish the more fidiscreteo barriers that could be less obvious to
the operational team, it was not always possible to reach the legal staff for an
interview, or the fund outsourced the legal function completely. However, it was
nevertheless reasonable to interpret a barrier as non-critical even if the legal
analysis has shown severe fragmentation and potential for impact in connection
with it, if it was not brought up as a major operational impediment by the
executives of the fund manager entity T on the assumption that the executives
have full information on the main cost-drivers, risks and threats to the
operations.

Finally, the classification method adopted for the barriers to fundraising,
investment and post-investment care is instrumental in capturing the most
frequently mentioned barriers, which suits the needs of a study with such a
broad scope; however, one must be aware that a certain loss of nuance and
potential for unique barriers mentioned only once or twice to be left uncaptured
exists, warranting deeper topic-specific research in the future.

Table 16. Mapping of investment barriers: aggregating specific barriers
(interview tags) into general barriers categories.

. Specific barriers (fiKe
General barrier P N ( y
concernso)

Tax: DACES is difficult
Capital gains tax cross-border fragmentation & related

uncertainty Capital gains tax

Carried interest taxation
Notarisation

Non-standardised investment
documents (SA, SPA)

Due diligence & investment process frictions Simpler negotiation with SAFE
Due diligence friction

Long processing time from
government agencies
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. Specific barriers (fiKe
General barrier P N ( y
concernso)

Accounting differences: due
diligence friction

Cross-border: lack of a centralised
opportunities database

Process frictions: digital tools
harmonisation

Few exit options

Exit considerations in the EU A LTS el RIS
in Europe
Low valuation

Local presence & language needed
to compete

. . Competition from international
Home bias due to lack of network, strong competition investors

Competition from local funds
Lack of partners for co-investment

Cross-border fund establishment:
fragmentation

Incorporation and operational setup of fund vehicles Impact funds: clearer impact
definitions needed

Fund incorporation
Lack of attractive companies in certain EU markets Lack of scaleups to invest in

Cross-border: need for local
presence

Local presence and substance tests
National FDI restrictions FDI regulation

Reporting

AML/KYC reporting burden

Reporting: ESG

Reporting and disclosure obligations

Reporting: valuation

Portfolio: cross-border
harmonisation of startup treatment

Industry regulation

Company law: governance
structure

Portfolio management challenges (stock options tax, Stock option taxes & setup

industry regulation, varying company laws) . . .
Portfolio: accounting differences
University spinout terms
Portfolio: Labour laws

Portfolio: company laws for scaling

companies
Public LP restrictions on fund investments, incl. passed LP restrictions on investment
down from public support mandates topics/geography

Not mentioned in the Investing

Supervisory fees and ancillary charges .
P y y 9 section

Cross-topic T Disproportionate burden for small rounds Heavy admin for small rounds
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General barrier Specific barner; (AKey
concernso)
Cross-topic T Cross-border fragmentation Regulatory fragmentation

Source: Civitta analysis.

Table 17. Mapping of fundraising barriers: aggregating specific barriers
(interview tags) into general barriers categories | Institutional Investors

General barrier Specific barriers (fiKey concernso)

Capital gains tax cross-border fragmentation & Capital gains tax fragmentation
related uncertainty

Capital gains tax uncertainty

Solvency | & Il

Banks: Capital Requirements Directive
Insurance companies: limits to investment
Pension funds: prudent person principle
Prudential rules and gold-plating thereof Pension funds: limits on alt investment
Capital retention requirements

Banks: Basel regulation

Prudential rules: initial disclosures
requirements

Public LPs: 2x requirement

State aid rules: "incomplete" products &
definition of startup

State aid rules: Business plan confirmation

Inconsistent public support mandates ;
requirement

State aid rules: Follow-on investment
commitment

State aid & financial instruments regulations
Risk aversion (Internal)

Performance concerns

Better return from buyout PE for LPs

Risk of client attrition if strategy deviates /

Internal risk aversion, preference for safe asset too risky

classes of LPs Bias against smallffirst-time funds

Need for risk-sharing & downside protection
mechanisms

LPs favour US funds
Need for returns transparency
LP home bias
Easy jurisdiction bias
LP home bias, preference for familiar & stable
jurisdictions Underdog market perception

Cross-border: competition & lack of track
record

Market conditions
Lack of potential LPs due to market conditions Lack of LPs

Pension system in Europe
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General barrier Specific barriers (fiKey concernso)

Misalignment with the needs of LP portfolios

Perceived high cost of investing for LPs

Due diligence & fundraising process frictions

Lack of familiarity with the asset class

Incorporation and operational setup of fund
vehicles

Reporting and disclosure obligations

Supervisory fees and ancillary charges
Marketing framework and fees

Local presence and substance tests

Cross-topic T Cross-border fragmentation

Cross-topic T Conservative interpretation of "grey

zones" by supervisory authority(ies)

Source: Civitta analysis.

llliquid asset

Holding period mismatch / liquidity needs /
cash flow matching

Ticket size mismatch

Length/costly due diligence for VC/PE funds
High management fee (esp. fixed part)
Need for active management: costly

Need for active management: lack of
knowledge

Different currencies

Public procurement rules

Public LPs: remuneration limit

Notarisation

Non-standardised investment documents
Lack of centralised information database
Lack of knowledge about the asset class

Additional requirements for sub-threshold
managers

Fund setup

Heavy risk management admin workload
AML/KYC reporting burden

Fund setup costs

Not mentioned by institutional investors

Need for local substance
Cross-border: regulatory fragmentation

Overly tight/conservative requirements
interpretation by national supervisors

Table 18. Mapping of fundraising barriers: aggregating specific barriers
(interview tags) into general barriers categories | Fund Managers

. Specific barriers (iTo
General barrier P N ( P
concernso)

Internal risk aversion, preference for safe asset classes

of LPs
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Business plan confirmation requirement
Risk aversion (Internal)

LP: overly tight/ conservative
requirements

Performance concerns
J-curve accounting issue
Bias against small/first-time funds

Need hurdle rate limits
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. Specific barriers (iTo
General barrier P N ( p
concernso)

Better return from buyout PE for LPs
LP home bias
Easy jurisdiction bias
] - Underdog region perception
LP home bias, preference for familiar & stable - .
jurisdictions Changeability of regulations
Local investor approval needed

Cross-border: competition & lack of
track record

Perceived high cost of investing for LPs :c_uennd%thy/costly due diligence for VC/PE
Ticket size mismatch
llliquid asset

Misalignment with the needs of LP portfolios Bias towards existing funds in portfolio
to ensure survival

Holding period mismatch / liquidity
needs / cash flow matching

Lack of LP familiarity with the asset

Lack of LP familiarity with the asset class
class
Different currencies

Lack of centralized information
database

Due diligence & fundraising process frictions
Notarisation
Banks: Basel regulation
Banks: Capital Requirements Directive
Solvency | & 1l
Banks: limits to investment

Insurance companies: limits to

_ _ investment
Prudential rules and gold-plating thereof : — :
Pension funds: limits on alt investments

Pension funds: cap on alt assets
investments

Lack of LPs: retail investors

Denominator effect issues

Risk disclosures for LPs

Capital gains tax fragmentation
Capital gains tax cross-border fragmentation & related ~ Capital gains tax uncertainty
uncertainty Other tax peculiarities

Tax limitations of limited companies

Language-specific legal framework

AIFMD 500M threshold burden
Incorporation and operational setup of fund vehicles (governance)

Pension funds: cannot invest in all fund
structures

185



Study of barriers to, and drivers of, the scaling-up of funds investing in innovative and growth
companies

. Specific barriers (iTo
General barrier P N ( p
concernso)

Reporting and disclosure obligations

Supervisory fees and ancillary charges

Marketing framework and fees

Local presence and substance tests

Lack of potential LPs due to market conditions

Cross-topic T Disproportionate burden on small
managers

Cross-topic T Overlap of LP + LP or LP + supervisory
compliance

Cross-topic T Cross-border fragmentation
Cross-topic T Conservative interpretation of "grey

zones" by supervisory authority(ies)

Source: Civitta analysis.
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French 90/10 legal structure
No EU fund vehicle
Depository

Custodian requirement

AIFMD 500M threshold burden
(reporting)

ESG disclosure burden

DORA

Formal valuation requirements
AML/KYC reporting burden

Risk assessment requirements (below
500M threshold)

Auditing (frequency & scope)
requirements

Fund setup costs
Cost of external AIF manager
Licensing fees

Private placement memorandum
requirements

Cross-border passporting - separate
licensing

Marketing fees

Not mentioned in the Fundraising
section

Market conditions
Lack of LPs
Pension system in Europe

Lack of LPs: systemic constraints

AIFMD not adapted to VC size

Supervisory or/and LP compliance
overlap

Diverse requirements of many LPs

Cross-border: regulatory fragmentation

EU market fragmentation
Regulatory gold-plating

Regulatory complexity & associated
uncertainty
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Annex 1c. Mapping of the severity of legal barriers
based on the in-depth legal analysis of the 10

Member States jurisdictions

As a final step, a deeper analysis of key barriers is conducted for 10 Member
States, encompassing the review of national legislation and attempting to
identify the jurisdictions where funds face the most regulatory and supervisory
burdens.

Legal analysis was performed with reliance on primary sources (laws,
regulations and supervisory guidance) and reputable secondary sources (e.g.,
academic monographs and industry reports). Research focused on the key
AIFMD pillars and their respective national transposition rules, supplemented by
an overview of prudential barriers for institutional investors and national FDI
requirements. In total, six key dimensions were described.

Barriers to the consolidation of fund managers through M&A were not mapped
across Member States due to low demand for consolidation through M&A
among stakeholders for non-regulatory, structural reasons, as evidenced by
interviews.

The reviewed Member States were further scored on each of the six dimensions
and the respective subtopics based on the national frameworks and level of
fragmentation in each jurisdiction across EU Member States for each batrrier.
Each country was rated using a traffic-light system:

Green (favourable/aligned) Y 1.

O¢

Yellow (moderately favourable/aligned) Y 2.

O«

Red (unfavourable/not aligned) Y 3.

O«

O«

For each barrier, the regulatory urgency score was calculated as an
average overall favourability assessment across all countries. The
detailed methodology for scoring each of the subtopics is as follows.

Table 19. Detailed methodology for scoring legislation analysis aspects.

Issue Description

Incorporation and operational setup How to read the assessment for "Incorporation and operational
of fund vehicles setup of fund vehicles":

Each sub-issue is evaluated on the following scale:
Red = 0 points

Yellow = 1 point

Green = 2 points

Explanations of the scoring rationale for sub-issues are
provided below.

Total score for "Overall favourability" is obtained by summing
the points obtained in sub-issues and is interpreted as follows:
-8-10: Strong ecosystem favourability

-5-7: Moderate ecosystem favourability

-0-4: Weak ecosystem favourability

Sub-issue comparison Legal forms (Green: there is a dedicated legal form OR there is
a non-dedicated legal form that provides the necessary
flexibility and benefits of a dedicated legal form; Yellow: there is
no dedicated legal form and the existing legal forms provide no
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Sub-issue comparison

Sub-issue comparison

Sub-issue comparison

Sub-issue comparison

Summary comparison

Supervisory fees and ancillary
charges

unique benefits for VC/PE fund structures; Red: there is no
dedicated legal form, and existing legal forms significantly
impede the activities of VC/PE funds incorporated using these
forms)

Tax transparency (Green: full flexibility in terms of taxation -
possibility to select flexible fund forms with transparent or
opaque treamtent of capital gains according to the preferences;
Yellow: while no specialized forms, it is still possible to obtain
tax transparency but the procedure is less straightforward; Red:
no specialized form, significant limitations to tax transparency)

Depositary requirements (Green: Straightforward depositary
rules with few restrictions, only for full-scope AIFMs; Yellow:
Somewhat restrictive depositary rules (geography, types of
entities, requirements for sub-threshold managers) exceeding
AIFMD requirements; Red: Significantly restrictive depositary
rules (geography, types of entities, requirements for sub-
threshold managers) exceeding AIFMD requirements)

Delegation (Green: Relatively wide extent of delegation is
possible (including part of portfolio and risk management), rules
on the scope of delegation are sufficiently precise & specific;
Yellow: Moderate extent of delegation is possible, rules on the
scope of delegation are subject to interpretation; Red: No
delegation is possible)

Registration and setup requirements (Green: Clear and
standardized process; templates available; aligned with AIFMD;
reasonable timelines; English accepted or limited local
language requirement. Yellow: Mostly functional process but
with some barriers: limited templates, longer timelines, or
partial gold-plating; still AIFMD-consistent; may feel procedural
or bureaucratic. Red: Unclear or burdensome licensing path; no
templates; long and opaque processing times; local language
requirements with no flexibility; poorly adapted to VC/PE;
heavily gold-plated or overly formalistic.)

Please note that the analysis focuses exclusively on AIFMD-
derived obligations. The procedures and requirements for the
incorporation of investment vehicles under national corporate
laws have not been considered, but can additional layers of
complexity and burdens to stakeholders.

Operational issues - Overall assessment of favourability
Overall favourability takes into account the above aspects and

assesses the level of goldplating, i.e., whether national
interpretations are closely aligned with general AIFMD rules.

How to read the assessment for "Supervisory fees and ancillary
charges":

Each sub-issue is evaluation on the following scale:

Red = 0 points

Yellow =1 point

Green = 2 points

Explanations of the scoring rationale for sub-issues are
provided below. "Other fees and costs" is not included in the
scoring due to the scarcity of the information across multiple
Member States.

Total score for "Overall favourability" is obtained by summing

the points obtained in sub-issues and is interpreted as follows:
-4: Strong ecosystem favourability
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-2-3: Moderate ecosystem favourability
-0-1: Weak ecosystem favourability

Sub-issue comparison Registration and setup fees (Green: No or nominal one-time
fees for licensing/registration (e.g. < (5,000); setup is low-cost
and aligned with AIFMD proportionality. Yellow: Moderate one-
off fees (e.g. U5,0007015,000); clearly defined and not
excessive, but adds upfront burden. Red: High, opaque or
layered setup costs (e.g. > 115,000); includes fees per fund or
compartment; may deter entry or be disproportionate for
smaller managers.)

Sub-issue comparison Capital requirements (Green: Low initial capital requirement
(e.g. 0 1125,000), in line with AIFMD base level; accessible to
lean VC/PE managers. Yellow: Moderate capital (e.qg.
(1125,00073300,000); aligned but may require additional
structuring for small funds. Red: High capital threshold (e.g. >
(300,000 or > 1500,000); may include additional buffers or be
rigid for startups.

Sub-issue comparison Other fees and costs [Not included in scoring]

Summary comparison Supervisory fees and ancillary charges - Overall assessment of
favourability

Overall favourability takes into account the above aspects and
assesses the level of goldplating, i.e., whether national
interpretations are closely aligned with general AIFMD rules.

Marketing framework and fees
How to read the assessment for "Marketing framework and
fees"

Each sub-issue is evaluated on the following scale:
Red = 0 points

Yellow =1 point

Green = 2 points

Explanations of the scoring rationale for sub-issues are
provided below.

Total score for "Overall favourability" is obtained by summing
the points obtained in sub-issues and is interpreted as follows:
-8-10: Strong ecosystem favourability

-5-7: Moderate ecosystem favourability

-0-4: Weak ecosystem favourability

Sub-issue comparison Definition of marketing (Green: definition in line with AIFMD;
Yellow: some expansion of definition beyond AIFMD; Red:
significant divergence from the definition in AIFMD)

Sub-issue comparison Pre-marketing rules (Green: Pre-marketing does not require
notifying the regulator; the process is defined for all AlFs,
including non-EU; Yellow: Notification is required but the
process is straightforward and predictable; limited regulatory
friction; Red: Pre-marketing is either not permitted, highly
restricted, or automatically triggers marketing obligations;
creates legal uncertainty or deters use.)

Sub-issue comparison Reverse solicitation (Green: Reverse solicitation is explicitly
recognized and allowed without triggering marketing rules; well
understood and usable in practice; Yellow: Reverse solicitation
is not prohibited but lacks regulatory clarity; tolerated in
practice but may carry legal risk; Red: Reverse solicitation is
restricted or disregarded; any investor approach is treated as
marketing, creating significant compliance risk)

Sub-issue comparison National Private Placement Regimes - NPPRs (Green: NPPR
is available and well-defined; registration is straightforward and
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Sub-issue comparison

Summary comparison

Reporting and disclosure obligations

Summary comparison

Local presence and substance tests
(supplementary to 1c, 1d above)

Sub-issue comparison

permits efficient access to investors; Yellow: NPPR exists but is
limited in scope or involves burdensome or unclear
requirements; may discourage practical use; Red: NPPR is not
available or effectively closed; marketing outside passporting is
not permitted or functionally blocked.)

Marketing fees (Green: No regulator-imposed fees for
marketing notifications or approvals; marketing is free or
bundled with other licensing steps. This aligns with AIFMDis
principle of proportionate access and ease of cross-border
marketing. Yellow: Moderate, predictable fees apply per
manager or fund; still aligned with AIFMD but introduces some
friction, especially for smaller or foreign AIFMs. Red: High,
recurring, or unclear fees per fund or per notification; adds cost
burden beyond AIFMD expectations and may deter access.)

Marketing framework and fees - Overall assessment of
favourability

Overall favourability takes into account the above aspects and
assesses the level of goldplating, i.e., whether national
interpretations are closely aligned with general AIFMD rules.

How to read the assessment for "Reporting and disclosure
obligations":

Green: Standard AIFMD reporting only, with no material gold-
plating or additional national disclosures; straightforward
submission process.

Yellow: Additional ongoing disclosures or formatting/local rules
are expected beyond AIFMD, but manageable.

Red: Gold-plated, duplicative, or overly burdensome reporting
obligations; unclear formats or frequent regulator-specific
reports required.

Reporting and disclosure obligations - Overall assessment of
favourability

Overall favourability takes into account the above aspects and
assesses the level of goldplating, i.e., whether national
interpretations are closely aligned with general AIFMD rules.

How to read the assessment for "Local presence and
substance tests":

Each sub-issue is evaluated on the following scale:
Red = 0 points

Yellow =1 point

Green = 2 points

Explanations of the scoring rationale for sub-issues are
provided below.

Total score for "Overall favourability" is obtained by summing
the points obtained in sub-issues and is interpreted as follows:
-4: Strong

-2-3: Moderate

-0-1: Weak

Local directors (Green: No legal or practical requirement for
local directors; full flexibility on board composition. Yellow: No
formal rule, but local presence is typically expected or
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encouraged; may affect licensing outcome. Red: Local resident
directors are legally required or consistently enforced by the
regulator.)

Sub-issue comparison Local service providers (Green: No legal or practical
requirement for local service providers; full flexibility to appoint
providers based in any jurisdiction. Yellow: No formal rule, but
use of local service providers is typically expected or
encouraged, especially for depositaries or administrators; may
influence licensing outcome. Red: Appointment of at least one
local service provider is legally required, such as a domestic
depositary or administrator.)

Summary comparison Local presence and substance tests - Overall assessment of
favourability
Overall favourability takes into account the above aspects and
assesses the level of goldplating, i.e., whether national
interpretations are closely aligned with general AIFMD rules.

Prudential rules and gold-plating NOTE: Investment restrictions for the banking sector were not
thereof considered in this document, as they are perceived to be
generally more harmonised between jurisdictions.

How to read the assessment for "Prudental rules and
goldplating thereof":

Each sub-issue is evaluated on the following scale:
Red = 0 points

Yellow = 1 point

Green = 2 points

Explanations of the scoring rationale for sub-issues are
provided below.

Total score for "Overall favourability" is obtained by summing
the points obtained in sub-issues and is interpreted as follows:
-4: Strong

-2-3: Moderate

-0-1: Weak

Sub-issue comparison Pension funds restrictions (Green: No regulatory barriers;
pension funds are legally allowed and commonly active LPs in
VC/PE funds. Yellow: Access is possible, but subject to soft
restrictions, additional approvals, or risk-based limits; may be
functionally constrained. Red: Legal or regulatory restrictions
significantly limit or prohibit such investments; fund access is
rare or discouraged.)

Sub-issue comparison Insurance companies restrictions (Green: No regulatory
barriers; insurance companies are legally allowed and
commonly active LPs in VC/PE funds. Yellow: Access is
possible, but subject to soft restrictions, additional approvals, or
risk-based limits; may be functionally constrained. Red: Legal
or regulatory restrictions significantly limit or prohibit such
investments; fund access is rare or discouraged.)

Summary comparison Prudential rules and goldplating thereof - Overall assessment
of favourability
Overall favourability takes into account the above aspects and
assesses the level of goldplating, i.e., whether national
interpretations are closely aligned with general AIFMD rules.

SUPPLEMENT: FDI restrictions Not scored
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Annex 1d. Validation survey: methodology, results

and integration into barrier analysis

The objective and stakeholder coverage

A validation survey was conducted to validate the severity of barriers previously
identified through desk research and interviews with fund managers and

institutional investors. The survey aimed to capture stakeholder perspectives on
these barriers to strengthen the evidence base for drawing up final conclusions.

The survey targeted the following stakeholder groups: (i) fund managers, (ii)
institutional investors, (iii) associations and (iv) other relevant stakeholders.

As of 18™ July, 47 complete responses were received:

O«

28 from fund managers.
6 from associations.

O« O«

10 from LPs/investors in venture and growth capital funds. Of these, four
were insurance companies, three were private pension funds, one was a
pension fund, one a national-level public investor, and one was a family
office.

~

0 3 from other stakeholder categories®®.
Survey design and scoring methodology

Respondents were asked to evaluate a list of 23 barriers formulated as
statements, using a five-point scale to assess the extent to which each issue
negatively impacts (from 1 T no impact to 5 T very significant impact) the
investment environment for VC and growth equity funds and institutional
investors The barriers selected for validation were prioritised based on a pre-
identified list of legal barriers and expected relevance indicated by the
interviews and desk research, with a focus on barriers for which stakeholder
input was expected to be most informative.

While a part of the survey was common for all respondent types, certain
guestions were specifically tailored to verify the perspectives of specific
stakeholder groups (fund managers, limited partners, and industry
associations). Moreover, respondents were not required to answer all
questions; this approach was taken to ensure that stakeholders only responded
to topics they were familiar with. As a result, the number of responses varies
across barriers and stakeholder groups.

Each barrier was analysed using the following steps:

0 Collection of scores from all respondents who evaluated the given
barrier.

9% Representatives from Lemonade Stand, Shell Pensions Netherlands, and Allianz SE selected
fiothero as their stakeholder category; however, as these organisations qualify as institutional
investors, their responses were considered within the LP/institutional investor group during
analysis.
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0 Calculation of average scores by stakeholder group (fund managers,
associations, LPs and others).

O«

Computation of a total weighted average, combining all scores
proportionally by the number of responses per group.

Survey results and barrier scores

The table below presents the average scores per barrier, disaggregated by
stakeholder group, along with the total number of responses received per
barrier. These results reflect stakeholdersi perception of the severity of each
barrier.

Across the barriers that were assessed by both LPs and fund managers, fund
managers consistently rated the barriers as more severe. This divergence can
be explained by the nature of their respective roles: fund managers are directly
involved in navigating regulatory and operational constraints, whereas LPs tend
to focus on investment returns and may not always be aware of the challenges
encountered during fundraising or fund operations. This difference in
perspective was also reflected in the stakeholder interviews.
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Table 20. Average barrier ratings by stakeholder group based on validation survey?.

Questions Average

invest in funds established by first-time managers or funds without an established track record.

Restrictions on outsourcing and the requirement to have a local presence hinder cross-border scaling of fund 3.9% 3.9 4.0

managers.

EU-level prudential regulation (for example, Solvency Il) requires investors to establish stringent risk 3.8 3.9 45 3.3
management frameworks, discouraging investment in the VC/PE asset class.

LPs/Institutional investors prefer not to invest in the VC/PE asset class due to the higher cost and time 3.8 3.8
intensity of due diligence, especially when individual ticket sizes are small.

Public institutional investors are restricted by their investment mandates to invest in funds domiciled in their 3.8 38 34

home country or directly contributing to the local economy, which limits cross-border fundraising opportunities ) ) :

and increases costs for fund managers based in other jurisdictions.

The VC/PE asset class is perceived as less attractive due to limited liquidity, stemming from a fragmented 3.8 4.2 35
IPO landscape and the underdevelopment of secondary markets in the EU.

Compliance costs related to taxation (including the treatment of capital gains for tax purposes) hinder and/or 3.7 3.7 4.0

increase fundraising costs, both within the country and cross-border.

Direct quantitative caps set out in some instances in national-level regulation for some institutional investors 3.6 3.9 4.0 29
(pension funds, insurance companies, banks), to limit their allocations to illiquid asset classes like VC/PE.

Fragmentation in the taxation of carried interest across Member States can act as a barrier for fund managers 3.6 3.6

seeking to expand operations across borders.

Some AIFMD obligations, such as depository requirements, do not sufficiently reflect the nature of venture 35 34 4.3

and growth capital funds.

EU-level prudential regulation requires fifact-basedd investment decisions, effectively limiting the ability to 35 3.7 3.8 2.8

97 Scores range from 1(no impact) to 5 (very significant impact).

98 Example of average score calculation:
1 Number of responses: fund managers (23) and associations (3).

f Total scores: (i) Fund managers: cumulative score 89 Y average = 3.9, (ii) Associations: cumulative score 12 Y average = 4.0.

1 Overall weighted average: (89+12) / (23+3) = 3.4.
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Questions Average

ESG reporting imposed by other regulatory frameworks, such as the SFDR, is excessive and/or not 35 3.4 4.0
sufficiently adapted to unlisted assets.

Cross-border fundraising is hindered by divergent national interpretations of AIFMD or national regulations 3.4 3.4 3.7

governing passporting and fund marketing procedures.

Cross-border fundraising is challenging due to the need to engage with multiple national supervisors, each 3.4 3.3 4.5

with distinct procedures and approaches.

The one-off cost of obtaining the full AIFM license is too high for venture and growth capital funds. 3.4 3.3 4.3

National-level disclosure requirements for potential LPs (e.g. look-through obligations), often disproportionate 3.4 35 3.8 3.0

to the size of the investment, discourage participation in the asset class.

Legal uncertainty stemming from mismatches in national company laws®such as ownership rights, transfer 3.4 3.3 3.6
rules, or corporate governance frameworks®creates disincentives for fund scaling across borders.

The AIFMD threshold is too limiting, with the cost of obtaining full AIFM licensing and/or related obligations 3.3 3.2 4.0
being considered too sizeable for fund managers managing around EUR 500 million in assets.

Fundraising is complicated by the fact that large LPs/institutional investors often impose distinct disclosure

obligations and investment requirements, creating additional administrative and compliance burdens for fund 33 32 4.0

managers.

LPs/Institutional investors prefer not to invest in the VC/PE asset class because it requires an active 33 33
management approach, which entails additional staffing and the development of a dedicated investment ) ;
strategy.

The high cost of complying with multiple supervisory authority requirements across Member States 3.2 3.0 4.0

discourages fund scaling across borders.

FDI screening laws at the national level and similar national-level restrictions discourage intra-EU capital 3.1 29 4.3

deployment.

Local tax rules and investment incentives are designed to favour domestic deployment of capital, which can 2.9 29
indirectly discourage or limit cross-border allocations to VC and private equity.

National FDI screening mechanisms directly limit cross-border allocations to asset classes like VC/PE. 2.6 2.6

Source: Civitta analysis.
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Categorisation and integration into the barrier framework

Each of the 23 specific barriers assessed through the survey was mapped to
the general barrier categories established during other analysis withing the
assignment. This ensured that stakeholder feedback was directly reflected in
both the barrier analysis and the formulation of conclusions.

The following table provides an aggregated overview of the barriers considered
in the triangulation framework presented in the Annex 2.

Table 21. Aggregating specific barriers into general barriers categories.

General barrier Specific barriers

Prudential rules and
gold-plating thereof:
disclosures, limits to
investment, capital
requirements

Inconsistent public
support mandates

LP home bias,
preference for familiar &
stable jurisdictions

Marketing framework
and fees

Ongoing reporting and
disclosure obligations

Capital gains tax cross-
border fragmentation &
related uncertainty

Incorporation and
operational setup of
fund vehicles

Supervisory fees and
ancillary charges

National FDI restrictions

Direct quantitative caps set out in some instances in national-level
regulation for some institutional investors (pension funds, insurance
companies, banks), to limit their allocations to illiquid asset classes like
VC/PE.

National-level disclosure requirements for potential LPs (e.g. look-
through obligations), often disproportionate to the size of the investment,
discourage participation in the asset class.

EU-level prudential regulation (for example, Solvency Il) requires
investors to establish stringent risk management frameworks,
discouraging investment in the VC/PE asset class.

EU-level prudential regulation requires fifact-basedo investment
decisions, effectively limiting the ability to invest in funds established by
first-time managers or funds without an established track record.

Public institutional investors are restricted by their investment mandates
to invest in funds domiciled in their home country or directly contributing
to the local economy, which limits cross-border fundraising opportunities
and increases costs for fund managers based in other jurisdictions.

Cross-border fundraising is hindered by divergent national interpretations
of AIFMD or national regulations governing passporting and fund
marketing procedures.

Cross-border fundraising is challenging due to the need to engage with
multiple national supervisors, each with distinct procedures and
approaches.

ESG reporting imposed by other regulatory frameworks, such as the
SFDR, is excessive and/or not sufficiently adapted to unlisted assets.

The high cost of complying with multiple supervisory authority
requirements across Member States discourages fund scaling across
borders.

Compliance costs related to taxation (including the treatment of capital
gains for tax purposes) hinder and/or increase fundraising costs, both
within the country and cross-border.

The AIFMD threshold is too limiting, with the cost of obtaining full AIFM
licensing and/or related obligations being considered too sizeable for
fund managers managing around EUR 500 million in assets.

Some AIFMD obligations, such as depository requirements, do not
sufficiently reflect the nature of venture and growth capital funds.

The one-off cost of obtaining the full AIFM license is too high for venture
and growth capital funds.

FDI screening laws at the national level and similar national-level
restrictions discourage intra-EU capital deployment.
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General barrier Specific barriers

Portfolio management
challenges

Carried interest tax
cross-border
fragmentation & related
uncertainty

Local presence and
substance tests

Exit considerations in
the EU

LP home bias,
preference for familiar &
stable jurisdictions

High maintenance costs
for LPs

Theme emerging across
multiple barriers

Legal uncertainty stemming from mismatches in national company laws,
such as ownership rights, transfer rules, or corporate governance
frameworks, creates disincentives for fund scaling across borders.

Fragmentation in the taxation of carried interest across Member States
can act as a barrier for fund managers seeking to expand operations
across borders.

Restrictions on outsourcing and the requirement to have a local
presence hinder cross-border scaling of fund managers.

The VC/PE asset class is perceived as less attractive due to limited
liquidity, stemming from a fragmented IPO landscape and the
underdevelopment of secondary markets in the EU.

Local tax rules and investment incentives are designed to favour
domestic deployment of capital, which can indirectly discourage or limit
cross-border allocations to VC and private equity.

LPs/Institutional investors prefer not to invest in the VC/PE asset class
because it requires an active management approach, which entails
additional staffing and the development of a dedicated investment
strategy.

LPs/Institutional investors prefer not to invest in the VC/PE asset class
due to the higher cost and time intensity of due diligence, especially
when individual ticket sizes are small.

Fundraising is complicated by the fact that large LPs/institutional
investors often impose distinct disclosure obligations and investment
requirements, creating additional administrative and compliance burdens
for fund managers.

Source: Civitta analysis.
Stakeholder views on remaining and most urgent barriers

In addition to structured ratings, stakeholders were invited to answer open-
ended questions to identify additional barriers not covered in the predefined list
and to indicate the most urgent and most impactful barriers to address.

Fund managers most frequently pointed to:

0 Regulatory burden, including Solvency II, AIFMD thresholds, and
national-level mandates or passporting limitations.

O«

Fragmentation and overlapping supervision, which complicate cross-
border operations and scaling.

0 Insufficient capital allocation from institutional investors and the
dominance of conservative investment cultures.

O Structural barriers such as the lack of a deep IPO market, outdated
professional investor definitions, and ElIFis quasi-monopolistic position in
early-stage funding.

They often viewed prudential regulation, fundraising restrictions, and market
fragmentation as the most urgent issues to address.

LPs were less critical overall, but highlighted:

0 Tax fragmentation and national reinvestment requirements imposed by
some public backers.
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0 Solvency Il and capital charges limit their ability to allocate to VC/Growth
capital.
Associations emphasised:

~

0 The need for greater regulatory proportionality, particularly for smaller
and emerging funds.

0 Fragmentation due to divergent national interpretations of EU rules and a
lack of cross-border marketing harmonisation.

Barriers limiting institutional engagement, including definitions of
professional investors under MiFID and a lack of visibility on VC
performance.

They viewed AIFMD fragmentation and prudential rules as the most immediate
priorities.

O«

Table 22. List of completed responses to the validation survey.

institution / Organisation

1 Invest Europe Association

> Swedl_sh_Prlvate Equity & Venture Capital Association
Association

3 The_Luxembo_urg Private Equity and Venture Association
Capital Association
Italian Private Equity, Venture Capital and =0

& Private Debt Association aRie s
SpainCap Association
France Digitale Association

5
6
7 UVC Partners Fund manager
8 Siparex Fund manager
9 OTB Ventures Fund manager
10 NewSpace Capital Fund manager

11 Superangel Fund manager

12 SET Ventures
13 PureTerra

14 Equity United

15 Association of the Luxembourg Fund Industry

16 Allianz Global Investors
17 Forbion

18 OMNES

19  Galdana Ventures

20  Altamar

21 BlackRock

Fund manager
Fund manager
Fund manager

Association®®

LP / Fund manager

Fund manager
Fund manager
Fund manager
Fund manager

Fund manager

99 The Association of the Luxembourg Fund Industry is formally an association; however, in the
validation survey, it identified itself as a fund manager. As such, its responses were grouped
under fund managers. These responses could not be reclassified as LP input, given that the
survey questions differed between groups.
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22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47

Innova Capital
EQT Ventures
Mirova

Icos Capital
XGEN Venture
P101

SHS

BlackPeak Capital
Al capital

The Venture City
SWANLAAB Venture Factory
Cipio Partners
BNPP AM
Folksam

Alecta

Tesi

VidaCaixa

Skandia Mutual Life Insurance Company

INVL Asset Management
Temasek

Allianz

PFzZW

AP Pension

Lemonade Stand

Shell Pensions Netherlands

Allianz SE

Source: Civitta analysis.
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Fund manager
Fund manager
Fund manager
Fund manager
Fund manager
Fund manager
Fund manager
Fund manager
Fund manager
Fund manager
Fund manager
Fund manager
Fund manager

LP (Insurance company)

LP (Private pension fund)

LP (National-level public investor)

LP (Insurance company)

LP (Insurance company)

LP (Private pension fund)

LP (Asset manager)
LP (Insurance company)
LP (Pension fund)
LP (Private pension fund)
LP (Family office)
LP (Private pension fund)

LP (Asset Manager)
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Annex 2. Triangulation framework

To ensure consistency and comparability across data sources, a unified scoring
framework was developed using a triangulation approach. This framework
integrates three inputs: (i) interview analysis, (i) Member Statesi legislation
analysis, and (iii) validation survey results. Each input applied a distinct scoring
method, which was subsequently converted into a standardised three-star scale
to support comparability and aggregation.

Each source employed a tailored methodology for assigning importance scores,
which were then harmonised into a three-star scale (™ to ~~") using quartile
logic. This allowed for the aggregation of qualitative and quantitative evidence
within a common prioritisation framework.

Interview analysis

Barrier scores based on interview data were determined by analysing the
frequency with which each barrier was mentioned by stakeholders. Given that
the total number of interviews differed between stakeholder groups, custom
thresholds were applied separately for LPs and Fund managers:

0 Fund managers (42-43 interviews0):
o 77 T mentioned in 24 or more interviews.
o 7 T mentioned in 7 to 23 interviews.
o T mentioned in 6 or fewer interviews.

0 LPs/Institutional investors (21 interviews):
o 77 T mentioned in 11 or more interviews.
o 7 T mentioned in 3 to 10 interviews.
o T mentioned in 2 or fewer interviews.

Member Statesi legislation analysis
The final star rating was assigned using the following principles:

O 77 T urgency scores averaging to three and/or classified as
unfavourable/not aligned (firedo) in many Member States.

O«

~7 7T barriers with moderate urgency scores and mostly classified as
moderately favourable/aligned (fiyellowo) across Member States.

O«

~ T barriers with low urgency scores and/or mostly classified as
favourable/aligned (figreeno) across Member States.
Validation survey

Respondents were asked to evaluate a list of 23 specific concerns using a five-
point scale to assess the extent to which each issue negatively impacts the

100 While 42 interviews included references to barriers to fundraising and 43 to barriers to
investing, the difference in sample size was not deemed significant. As a result, the same
quartile-based scoring thresholds were applied uniformly across both categories.
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investment environment (from 1 T no impact to 5 T very significant impact). For
each barrier, a weighted average score was calculated across stakeholder
groups (fund managers, LPs, associations, others), proportionally accounting
for the number of responses in each group.

To enable triangulation and comparability, star ratings were assigned based on
the following interpretation of the average score:

0 77 T average score > 3.6 (high perceived severity).

~7 T average score between 3.3 and 3.6 (moderate perceived severity).

O«

~ T average score between < 3.3 (low perceived severity).

O«
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Annex 3. Analysis of venture and growth capital
market in 10 selected countries

France § |

Value of transactions®, EUR billion, 2015-2024
The transaction is included if it's

VC-backed and between 15 EUR 79 Median transaction -
million and 250 EUR million, : size 2022.2024 S0 EUR million
6.9 ’

43 Share of transaction 0
4o 36 38 aluein GDP, 2022-2004 0-27%
2.3
19 14 13
. Total number of active 372

LPs, as of 2025

15 16 17 18 19 20 21 22 23 24

Value of transactions of local venture and Number of venture and growth capital
growth capital funds by scaleup (investee fund managers by legal framework
location), % of Total, 2022-2024

o [

[174
France | 7% 137
| # of fund
ltaly . managers
Germany .
Austria l
Other 1% Il ~F Il EusEF EUVECA
Value of transactions into local scaleups by Value of transactions by number of
source of funding (investor location), EUR investors, % of Total, 2022-2024
billion, 2022-2024
___________ 19.9
7.3
19.9
106  BELE EUR
"""""" billion
63%
Domestic EU MNon-EU Total I One M Two Three and more

* France is the investee HQ location

Note: In France, all fund managers are required to be authorised as AIFMs.
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Germany T

Value of transactions®, EUR billion, 2015-2024
The transaction is included if it's

VC-backed and between 15 EUR 105 Median transaction 32 .

million and 250 EUR million. - size, 2022-2024 EUR million
7.0

Share of transaction 0

45 4 49 value in GDP, 2022-2024 0.16%
34
27
Total number of active 657

LPs, as of 2025

15 16 17 18 19 20 21 22 23 24

Value of transactions of local venture and Mumber of venture and growth capital
growth capital funds by scaleup (investee fund managers by legal framework
location), % of Total, 2022-2024

Total _,
Germany 63
’ # of fund
France - managers
Ireland l
Austria l
Other 12% Il ~iF Il EuSEF EUVECA
Value of transactions into local scaleups by Value of transactions by number of
source of funding (investor location), EUR investors, % of Total, 2022-2024

billien, 2022-2024
illion 18.1

57% billion

Domestic EU MNon-EU Total Il One Il Two Three and more
* Germany is the investee HQ location
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Sweden &

Value of transactions®, EUR billion, 2015-2024
The ftransaction is included if it's

VC-backed and between 15 EUR 26 Median transaction .
million and 250 EUR million. : size 2022.2024 33 EUR million
19
Share of transaction
1.3 13 13 0.64%

1.0 value in GDE, 2022-2024

05 p4
0.3 0.2 Total number of active 1 52

LPs, as of 2025

15 16 17 18 19 20 21 22 23 24

Value of transactions of local venture and Number of venture and growth capital
growth capital funds by scaleup (investee fund managers by legal framework
location), % of Total, 2022-2024

oo [
T |
i
i
i

Sweden . T79%

53
# of fund

Germany managers

Denmark
Spain

Other 3%

I ~F [l EusSEF EuVECA
Value of transactions into local scaleups by Value of transacticns by number of
source of funding (investor location), EUR investors, % of Total, 2022-2024

billion, 2022-2024
illion 74

7.1

----------- 52% EUR
3.1 billion

Domestic EU Mon-EU Total Il one I Two Three and more
* Sweden is the investee HQ location
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Spain

Value of transactions®, EUR billion, 2015-2024
The transaction is included if it's

VC-backed and between 15 EUR 2 1 Median transaction -
million and 250 EUR million. : size 20220024 91 EUR million
L 1.3 Share of t ti
1.2 - dare or ransacuon (1)
08 value in GDP, 2022-2024 0.19%
05 05
0.2 0.3 02

Total number of active
LPs, as of 2025 183

1% 16 17 18 19 20 21 22 23 24

Value of transactions of local venture and Number of venture and growth capital
growth capital funds by scaleup (investee fund managers by legal framework
location), % of Total, 2022-2024

Total I

Spain . T1% 69

’ # of fund
Germany - managers
France .

Metherlands .

Other 10%

Il 2~ - Il EuSEF EuVECA
Value of transactions into local scaleups by Value of transactions by number of
source of funding (investor location), EUR investors, % of Total, 2022-2024

billien, 2022-2024
illion 71

Domestic EU Non-EU Total
* Spain is the investee HQ location

Il one I Two Three and more
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Netherlands e

Value of transactions®, EUR billion, 2015-2024
The transaction is included if it's

VC-backed and between 15 EUR Median transaction 34 -
milliorn and 250 EUR million. - size, 2022-2024 EUR million
21
Share of transaction 0
13 13 14 value in GDP, 2022-2024 0.23%
1.0

05 05 05 05

Total number of active
LPs, as of 2025 196

15 16 17 18 19 20 21 22 23 24

Value of transactions of local venture and Number of venture and growth capital
growth capital funds by scaleup (investee fund managers by legal framework
location), % of Total, 2022-2024

Total _
Netherlands | 55% 101

i # of fund
Germany managers

France .
Spain .

Other 18% Il ~F Il EusEF EUVECA
Value of transactions into local scaleups by Value of transactions by number of
source of funding (investor location), EUR investors, % of Total, 2022-2024
billion, 2022-2024
___________ 6.6
31
44%
24
Domestic EU MNon-EU Total Il One Il Two Three and more

* Metherands is the investee HQ location

206



Study of barriers to, and drivers of, the scaling-up of funds investing in innovative and growth

companies
Italy | B

Value of transactions™®, EUR billion, 2015-2024
The transaction is included if it's

VC_backed and between 15 EUR 06 Median transaction .
millon and 250 EUR millign 06 06 O size 20202024 91 EURmillion
03 03 g3 Share of transaction D OB{y
: : value in GDP, 2022-2024 - 0
02
0.04 Total number of active
0.02 260

LPs, as of 2025

15 16 17 18 19 20 21 22 23 24

Value of transactions of local venture and Number of venture and growth capital
growth capital funds by scaleup (investee fund managers by legal framework
location), % of Total, 2022-2024

Toa [

Italy 81%

: 33

’ # of fund
France . 7% managers
Germany .
Ireland l
Other Il ~F Il EusEF EUVECA
Value of transactions into local scaleups by Value of transactions by number of
source of funding (investor location), EUR investors, % of Total, 2022-2024

billion, 2022-2024
1fon 45

27%

4.5
EUR
billion

Domestic EU MNon-EU Total Il One I Two Three and more

* ltaly is the investee HQ location
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Luxembourg

Value of transactions™, EUR billion, 2015-2024

The transaction is included if it's
VC-backed and between 15 EUR
miffiorn and 250 EUR million.

0.22

0.16

0.1
0.09 0.10

0.06

0.02 0.03

0.09

15 16 17 18

19 20 21 22 23 24

Value of transactions of local venture and
growth capital funds by scaleup (investee
location), % of Total, 2022-2024

Total ]
MNetherlands . 37% |
France

Germany .

Luxembourg l 3%

Other 24% |

Value of transactions into local scaleups by
source of funding (investor location), EUR

billion, 2022-2024 0.62

0.36

EU Non-EU
* Luxembourg is the investee HQ location

Total

Domestic

208

Median transaction

size, 20222024 90 EUR milion

Share of transaction
value in GDP, 2022-2024

0.39%

Total number of active

LPs, as of 2025 74

Number of venture and growth capital
fund managers by legal framework

38

# of fund
managers

I 2 I EusEF EuVECA

Value of transactions by number of
investors, % of Total, 2022-2024

Il One I Two
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Estonia

Value of transactions®, EUR billion, 2015-2024

The fransaction is included if it's
W -backed and between 15 EUR
miffion and 250 EUR milfion.

0.29

0.16

0.11
0.08

002 0.03

15 16 17 18

19 20 21

0.35

22 23 24

0.15 0.16

Value of transactions of local venture and
growth capital funds by scaleup (investee

location), % of Total, 2022-2024

Total
Estonia
France

Sweden .

Germany F

67

r
%

Value of transactions into local scaleups by
source of funding (investor location), EUR

billion, 2022-2024

033
0.07 0
Domestic EU Mon-EU

* Estonia is the investee HQ location

0.55

Total

209

Median transaction

size, 20222024 91 EUR millon

Share of transaction
value in GDF, 2022-2024

0.55%

Total number of active
LPs, as of 2025

21

Number of venture and growth capital
fund managers by legal framework

6

# of fund
managers

100%
Il 2 F [ EuSEF

EuVECA

Value of transactions by number of
investors, % of Total, 2022-2024

0.55
50% EUR
hillion
Il cne I Two Three and more
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Poland wum

Value of transactions®, EUR billion, 2015-2024

The transaction is included if it's
WV -backed and between 15 EUR

miion and 250 EUR mifion, 0.26
0.16
0.10
0.04 0.05
0.03 p.02 0.01 203
15 16 17 18 19 20 21 22 23 24

Value of transactions of local venture and
growth capital funds by scaleup (investee
location), % of Total, 2022-2024

Total
Poland
Romania
Sweden
Lithuania

Other

74%

Value of transactions into local scaleups by
source of funding (investor location), EUR
billion, 2022-2024

0.47
026 001
Domestic EU Mon-EU Total

* Poland is the investee HQ location
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Median transaction

size, 2022-2024 29 EUR milion

Share of transaction
value in GDP, 2022-2024

0.02%

Total number of active
LPs, as of 2025

14

Number of venture and growth capital
fund managers by legal framework

12

# of fund
managers

100%
Il 2 F I EuSEF

EuVECA

Value of transactions by number of
investors, % of Total, 2022-2024

69%

Il Ore I Two

Three and more
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Bulgaria

Value of transactions®, EUR bhillion, 2015-2024

The transaction is included if it's
VC-backed and between 15 EUR Median transaction -
million and 250 EUR million, size 20020024 21 EUR million

0.03
0.02
Share of transaction 0
value in GDF, 2022-2024 0.02 /{"’
Total number of active 3
LPs, as of 2025

15 16 17 18 18 20 21 22 23 24

Value of transactions of local venture and NMumber of venture and growth capital
growth capital funds by scaleup (investee fund managers by legal framework
location), % of Total, 2022-2024

Total
5
# of fund
Bulgaria managers
100%
Slovenia
Il ~F Il EuSEF EuVECA
Value of transactions into local scaleups by Value of transactions by number of
source of funding (investor location), EUR investors, % of Total, 2022-2024
billion, 2022-2024
~ 0.05
AR, 0.05
EUR
hillion
0.02
0.004
Domestic EU Mon-EU Total Il One I Two Three and more

* Bulgaria is the investee HQ location

211



Study of barriers to, and drivers of, the scaling-up of funds investing in innovative and growth
companies

Annex 4. Interview programme

Table 23. Structure of fund manager interviewee sample with insights in the
report to date T Country of fund manager HQ.

R T

Netherlands 16%
BeNeLux

Luxembourg 2 5%

Czechia 2 5%

Estonia 3 7%
CEE

Bulgaria 1 2%

Poland 2 5%

Sweden 1 2%
Northern Europe .

Finland 1 2%

Norway 1 2%
International (with EU US, Singapore, Pan- 4 9o
presence) European 0

Spain 2 5%
Southern Europe

Italy 4 9%

Germany 6 14%
Western Europe France 7 16%

Austria 1 2%

TOTAL 44 100%

Source: Civitta.
Table 24. Structure of interviewed fund managers by average ticket size.

Average ticket size NUEET OF (e Share of Total
managers

Larger ticket (over 10M in average ticket) 14 32%
Smaller ticket (up to 10M in average ticket) 30 68%
TOTAL 44 100%

Source: Civitta.

Table 25. Structure of interviewed fund managers by size of fund (largest or

latest).
<100M 8 18%
100M-250M 21 48%
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250M-500M 5 11%
500M-1B 2 5%
Above 1B 8 18%
TOTAL 44 100%

Source: Civitta.

Table 26. Structure of fund manager interviewee sample with insights in the
report to date T Legal framework.

Legal framework Number of fund managers % of Total

AIFM 26 59%
AIFM, EUVECA 3 7%
EuSEF 1 2%
EuVECA 7 16%
Other 7 16%
TOTAL 44 100%

Source: Civitta.

Table 27. Structure of institutional investor interviewee sample with insights in
the report to date T Country of domicile.

. Number of
1

Luxembourg 5%
BeNeLux

Netherlands 2 10%

Bulgaria 2 10%

Estonia 1 5%
CEE

Latvia/Lithuania 1 5%

Poland 2 10%

Sweden 3 14%
Northern Europe Denmark 1 5%

Finland 1 5%

Italy 1 5%
Southern Europe

Spain 1 5%
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France 2 10%
Western Europe Germany 1 5%
Austria 1 5%
Other Singapore 1 5%
TOTAL 21 100%

Source: Civitta.

Table 28. Structure of institutional investor interviewee sample with insights in
the report to date T Type.

EU-level public investor 1 5%
National-level public investor 6 29%
Private pension fund 5 24%
Insurance company 5 24%
Asset manager 3 14%
Family office 1 5%
TOTAL 21 100%

Source: Civitta.

Table 29. List of completed interviews T Fund Managers.

S Fund size
Institution / Legal
i Organisation A ST framework [Ergest o
latest), EUR
1 Amundi PE France AIFM 500M-1B
2 BaltCap PE Estonia AIFM 100M-250M
3 BlackRock PE International AIFM Above 1B
4 Cipio Partners PE Germany EuVECA 100M-250M
5 Sredo vC Czech Republic Othero? <100M
entures

101 Funds are domiciled in Jersey.
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10

11

12

13

14

15

16

17

18

19

20

21

22

Institution /

Organisation

EQT Ventures

Indaco
Venture
Partners

Innova Capital

Kibo Ventures

LIFTT

Omnes Capital

Rubio Impact
Ventures

UVC Partners

Ysios Capital

Alliance VC

Maven 11
Capital

NewSpace
Capital

P101 Ventures

Presto
Ventures

SHS Capital

TIIN Capital

NordicNinja

PE

vC

PE

VvC

VC

VC

VC

VC

VvC

vC

PE

VvC

VvC

PE

VvC

VvC

HQ country

Sweden

Italy

Poland

Spain

Italy

France

Netherlands

Germany

Spain

Norway

Netherlands

Luxembourg

Italy

Czech Republic

Germany

Netherlands

Finland

Legal
framework

AIFM

AIFM

Other102
AIFM, EuVECA
AIFM

AIFM

EuSEF

EuVECA
AIFM, EuVECA

AIFM

AIFM

AIFM

EuVECA

Other

EuVECA
Other103

AIFM

Fund size

(largest or
latest), EUR

Above 1B

100M-250M

250M-500M

100M-250M

100M-250M

Above 1B

100M-250M

250M-500M

100M-250M

<100M

<100M

100M-250M

100M-250M

100M-250M

250M-500M

100M-250M

100M-250M

102 Funds are domiciled in Luxembourg as AlFs with ALTER DOMUS MANAGEMENT
COMPANY S.A. playing the role of AIFM.

103 Funds are domiciled in the Netherlands, and the fund manager (TIIN Capital B.V., TIN
Capital Fund Management B.V.) is registered as an AIFMD iilighto manager. Funds: TIIN
TechFund 3 B.V., Dutch Security TechFund Cod6peratie U.A., RD Investment Co6peratie U.A.,
TIIN Capital Co-Invest Codperatief U.A., TIIN Mobility Co-Invest Codperatief U.A., TC Fund
Invest B.V., European Cyber Tech Fund V.
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23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

Institution /

Organisation

Icos Capital

Wendel Group

General
Catalyst

Equity United

PureTerra
Ventures

Black Peak
Capital

CommerzVent
ures

Future Energy
Ventures

MIG Capital

Movens
Capital

Atomico

OTB Ventures

Forbion

Apex Ventures

Superangel

Supernova
Invest

VvC

vC

VC/PE

PE

VvC

PE

VC

VC

PE

VvC

VvC

VvC

VvC

VvC

VvC

HQ country

Netherlands

France

International

Estonia

Netherlands

Bulgaria

Germany

Germany

Germany

Poland

International

Poland

Netherlands

Austria

Estonia

France

Legal
framework

EuVECA

AIFM

AIFM

Other04

EuVECA

AIFM

AIFM

AIFM

AIFM

AIFM

AIFM
Other1®
AIFM, EuVECA
EUVECA

Other106

AIFM

Fund size
(largest or
latest), EUR

<100M

100M-250M

Above 1B

<100M

100M-250M

100M-250M

250M-500M

100M-250M

100M-250M

<100M

500M-1B

100M-250M

Above 1B

<100M

<100M

250M-500M

104 Equity United GP1 OU is registered in Estonia as a small fund manager without

authorisation.

105 Funds are domiciled in the Netherlands, and the fund manager is registered as an AIFMD
filightd manager. Funds: OTB Fund 2 Codéperatief U.A.; OTB Fund Codperatief U.A.; Growth

Fund | C.V.

106 Superangel Funding Secured OU is registered in Estonia as a small fund manager without

authorisation.
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Institution /
Organisation

HQ country

39

40

41

42

43

44

Siparex VC/PE
Groupe

BNP Paribas

Asset VvC
Management

FSI vC
Eurazeo VC/PE
Blue Forward

Fund e
Al Capital VvC

Source: Civitta.
Table 30. List of completed interviews T Institutional Investors.

Institution /

Organisation

France

France

Italy

International

France

Luxembourg

Type

Fund size
Legal I
framework (largestion
latest), EUR
AIFM Above 1B
AIFM 100M-250M
AIFM Above 1B
AIFM Above 1B
AIFM107 100M-250M
AIFM 100M-250M

HQ country

10

11

Allianz Global
Investors

Erste Group

Temasek

EIF

Lemonade Stand

Allianz Insurance

PZU

Folksam

Vidacaixa

Bulgarian Guarantee
Fund

Bpifrance

Asset manager

Asset manager

Asset manager

EU-level public investor

Family Office

Insurance company

Insurance company

Insurance company

Insurance company

Insurance company

France

Austria

Singapore

Luxembourg

Estonia

Germany

Poland

Sweden

Spain

Bulgaria

National-level public investor  France

107 Fund is managed by Seventure Partners.
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Institution /
# Organisation e Q) G

12 FMFIB National-level public investor  Bulgaria
13 PFR Ventures National-level public investor  Poland
14 Tesi National-level public investor  Finland
15 CDP ltaly National-level public investor  Italy
16 Oost NL National-level public investor  Netherlands

INVL Asset 7 . . . .
17 Management Private pension fund Lithuania / Latvia
18 Srarile Pensien Private pension fund Sweden

Fund
19 Alecta Private pension fund Sweden
20 AP Pension Private pension fund Denmark

21 Shell Pensions Private pension fund Netherlands
Netherlands

Source: Civitta.
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Annex 5. Detailed comparison of legal frameworks
governing venture and growth funds operations in 10
selected countries

5.1. Extended legislation analysis

Table 31. Extended legislation analysis matrix2°,
1. Incorporation and operational setup of fund vehicles

BULGARIA: No dedicated legal form for VC funds exists under Bulgarian law. VC structures typically
adopt:

Limited partnerships (komanditno druzhestvo, KD) with a general partner formed as an LLC.

Joint stock companies (JSCs), partnerships limited by shares (KDA), or contractual funds (though rare
in practice).

Bulgarian law permits flexibility in legal form, provided the structure qualifies as an AIF under the AIFM
Act (transposing Directive 2011/61/EU).

Under the Collective Investment Schemes and Other UCIs Act, a special category of finational
investment fundso exists for AlFs investing in transferable securities. However, venture capital funds
targeting start-ups are generally structured as closed-end investment companies open only to
professional or qualified investors.

AIFM thresholds are fully aligned with the AIFMD:

AIFMs managing portfolios above EUR 100 million (if leveraged) or EUR 500 million (if unleveraged
and closed-ended) require full authorisation from the Financial Supervision Commission (FSC).

Sub-threshold AIFMs may rely on a registration regime, with lighter reporting and governance
requirements.

Capital requirements for full-scope AIFMs:
EUR 125,000 for external AIFMs;
EUR 300,000 for internally managed AlFs.

ESTONIA: Estonian law does not provide a dedicated legal form for venture capital funds. VC
structures typically take the form of:

Limited partnerships (usaldusuhing, UU), with the general partner established as a private limited
company (OU);

Public limited companies (AS); or
Contractual funds, governed by fund rules and managed by a licensed management company.

Estonian legislation offers flexibility in structuring, provided the vehicle qualifies as an AlIF under the
Investment Funds Act (IFA) and is managed by a duly compliant AIFM.

AIFM thresholds (aligned with AIFMD):

Above EUR 100 million (leveraged) or EUR 500 million (unleveraged, closed-ended): full authorisation
from the Financial Supervision Authority (Finantsinspektsioon) is required.

Below thresholds: managers may operate under a registration regime, subject to simplified oversight
and lighter capital requirements.

Capital requirements (AIFMD-aligned):
EUR 125,000 for external AIFMs;
EUR 300,000 for internally managed AlFs.

108 | egal corpus and materials related to the analysis can be found through the following link:
OneDrive Folder
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FRANCE: France offers a dedicated legal and regulatory framework for venture capital and private
equity funds, with a range of specialised vehicles available under the French Monetary and Financial
Code (Code monétaire et financier). Commonly used fund structures include:

Société de libre partenariat (SLP) T a flexible limited partnership introduced in 2015, broadly aligned
with Anglo-Saxon LPs and ideal for VC/PE strategies.

Fonds professionnel de capital investissement (FPCI) T a contractual fund designed specifically for
professional investors.

Société de capital risque (SCR) T a joint stock company for private equity investments.
Société en commandite simple (SCS) T a classical limited partnership.
Société par actions simplifiée (SAS) T occasionally used for bespoke fund structures.

Fonds commun de placement a risques (FCPR) T a regulated contractual vehicle for risk capital
investments.

All of these vehicles qualify as AlFs under the AIFMD and must be managed by an authorised or
registered AIFM.

Where the AIFM is located determines the competent regulator:

In France, managers must be authorised by the AMF (Autorité des marchés financiers) as portfolio
management companies entitled to manage AlFs.

In another EU Member State, the AIFM must hold authorisation from its home regulator and obtain an
AIFMD passport to manage French AlFs cross-border. The passport procedure is harmonised at EU
level (see Commission Implementing Regulation (EU) 2024/913 of 15 December 2023) and specified
in France by AMF Instruction No. 2008-03.

In a third country, managers require specific AMF approval and must comply with the provisions of the
Code monétaire et financier, AMF General Regulation, and the relevant AMF instructions, positions,
and guidelines.

Exemption regime. Managers are not required to hold full authorisation where:

assets under management remain below the thresholds set by the AIFMD (EUR 100 million, or EUR
500 million under the conditions in Article R. 532-12-1 of the Code monétaire et financier, depending
on leverage); and

all investors are professional clients.

Even in this case, managers and their AIFs must be registered with the AMF. However, they cannot
access the benefits of the AIFMD regime, such as passporting, unless they obtain full authorisation.

GERMANY: Germany has no dedicated legal form for venture capital funds. The predominant
structure for VC and private equity is the closed-ended Spezial-AlF, typically organised as a GmbH &
Co. KG limited partnership under the Capital Investment Code (Kapitalanlagegesetzbuch T KAGB).

This model combines:

a Kommanditgesellschaft (KG) as the fund vehicle, tax-transparent and granting limited liability to
investors (LPs);

a Gesellschaft mit beschrankter Haftung (GmbH) acting as general partner;

a separate Kapitalverwaltungsgesellschaft (KVG) serving as the AIFM responsible for portfolio and risk
management.

The GmbH & Co. KG structure is widely adopted for VC strategies, as it closely mirrors the Anglo-
Saxon limited partnership model both structurally and fiscally.

AIFMs (KVGs).
AlFs must be operated by a KVG, which either manages the portfolio itself or delegates management
to another regulated portfolio manager. KVGs require authorisation from BaFin under the KAGB.

A special regime exists for registered KVGs (i.e. Small AIFMs under AIFMD/KAGB):
If managing only Special-AlFs, the KVG is subject to registration and reporting obligations only.

If also managing retail AlFs, broader rules apply, including conduct, organisational and depositary
requirements.

Fund approval.

For retail AlFs, BaFin approval of fund rules is required to ensure regulatory compliance and investor
protection.

For Special-AlFs (restricted to professional or semi-professional investors), no approval is required®
notification to BaFin suffices.
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ITALY: Venture capital funds in Italy are regulated as AlFs under:
Legislative Decree No. 58/1998 (Testo Unico della Finanza T TUF); and

The Bank of Italy/CONSOB regulations, Decree Law 34/19 fidecreto crescitao, later adopted as Law
58/19.

Common VC structures include:

Closed-end funds (Fondi Chiusi), typically established as reserved AlFs (FIA riservati) and managed
by an external Societa di Gestione del Risparmio (SGR).

Investment companies with fixed capital (SICAFs), which may be externally or internally managed.
Variable capital investment companies (SICAVS).

Reserved AlFs, open only to professional investors or certain well-informed investors, benefit from
lighter regulatory procedures:

No product pre-approval is required (simple notification to CONSOB suffices).
Specific VC vehicles for SMEs: Societa di Investimento Semplice (SIS) (up to 25 million EUR).

Italian AIFMs must apply for authorisation to the Bank of Italy. The application must comply with
regulatory requirements and is decided upon by the Bank of Italy, having consulted CONSOB, within
90 days of filing.

EU AIFMs may manage AlFs in Italy either through a branch or under the freedom to provide services
(FOS). In both cases, the AIFM must notify its home regulator pursuant to Article 33 AIFMD. The home
authority then forwards the notification/communication to the Bank of Italy and CONSOB.

For branches, operations may begin after receiving a confirmation from the Bank of Italy, or, if no
confirmation or request for clarification is issued, 60 days after transmission. For freedom to provide
services (FOS), operations may begin as soon as the home authorityls communication reaches the
Bank of Italy.

Contractual AlFs not reserved to professional clients (other than SICAVs/SICAFs) require prior
approval of their regulations by the Bank of Italy, which has 60 days to assess compliance with general
criteria. However, no prior approval is required where the rules follow the simplified regulatory scheme,
or where they only deviate from existing funds of the same SGR in terms of object, investment policy,
characteristics, or expenses. Contractual AlFs reserved to professional investors are approved directly
by the AIFMis board of directors, without Bank of Italy authorisation. The regulation must nonetheless
be notified to the Bank of Italy and CONSOB.

The by-laws of SICAVs and SICAFs must be approved by the Bank of Italy, in consultation with
CONSOB, within 90 days of filing a complete application. However, the Capital Law has introduced
important simplifications for third-party managed vehicles (i.e. managed by an SGR or EU AIFM),
particularly those reserved to professional investors:

For third-party managed SICAVs/SICAFs reserved to professional investors, no Bank of Italy
authorisation is required. The manager is responsible for incorporation, verifying compliance of the by-
laws, and filing them with the Bank of Italy within 10 days of incorporation.

For third-party managed SICAVs/SICAFs not reserved to professional investors, incorporation remains
the responsibility of the external manager, but operations cannot commence until the Bank of Italy has
approved the by-laws in accordance with the requirements for non-reserved AlFs.

The Capital Law also removed third-party managed SICAVs and SICAFs from the Bank of Italyis public
register of such entities.

The regulation of an Italian AIF managed by an EU AIFM must be approved by the Bank of Italy within
30 days of receiving the home authorityis notification. The notification must include:

the AIF regulation;
a depositary agreement with an Italian bank (pursuant to Article 83 of Regulation (EU) 213/2013);
information on any delegation of management;

and a certificate from the home authority confirming that the AIFM is authorised to manage funds of
comparable type in its home jurisdiction.
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