
 
 

STA Open Call – November 4, 2019 – Call Notes1 
The ETF Rule 

Eric Pollackov, Head of Global ETF Capital Markets, Invesco 
 

Opening Remarks & Material– Jim Toes, STA 
STA Comment Letter on Asymmetric Delays, “Speed Bumps” LINK 
SEC Chairman Clayton Oct 17th Statement on Thinly Traded Securities LINK 
The Commission’s interest for industry input in this area is not new, thus we believe this is a 
good indicator that the Commission is getting close on proposing something of substance.  
Notes from Fixed-income ETF Panel at STA’s 86th Annual Mkt Structure Conference LINK 
 
Executive Summary – Jim Toes 
The “ETF Rule” was adopted by the SEC in Sept.‘19. Designed to improve ETF regulation, it 
applies to securities covered under the Investment Company Act of 1940 and aims to 
streamline the conditions around exemptive relief, making it easier for companies to bring their 
ETFs to market. The final rule is 269 pages and tonight’s call is only 25 mins. 
 
Questions 
What does the ETF Rule seek to improve? 

There has been tremendous growth in the ETF industry and investors have a robust list of ETFs 
to choose from, so what is the problem that the ETF Rule seeks to solve? [response] It reduces 
costs and shortens the time period that issuers faced in getting exemptive relief required for 
bringing new ETFs to market. Thus, the Rule reduces a barrier to entry. It also provides relief for 
SEC staff who will no longer be required to review exemptive relief requests.  
 
Impact to Fixed Income  
Fixed-income ETFs are less than 5% of the FI AUM. Will the Rule going to fuel this growth, and if 
so, how? [response] The Rule reduces a meaningful cost tied to the creation/redemption 
process of FI ETFs. Previously, issuers could only accept a whole pro rata slice of the fund or a 
full cash equivalent. Now, issuers are permitted to use custom basket which permits them to 
accept a portion of a bond index. This flexibility allows issuers to negotiate terms with an 
authorized participant. This should help the FI ETF space to grow faster.  
 
Creation/Redemption Units 
The ETF Rules allows, but does not require ETF issuers to lower the unit sizes on 
creation/redemptions. How does factor in to the ETF ecosystem? [response] The 
creation/redemption function is an efficient means to manage risk and capital for market 
makers. However, the costs to issuers on the creation/redemption process is on a “per 
transaction” basis. Therefore, decision on lowering the unit sizes for creation/redemption need 
to factor in these costs.  

 
1 This brief is meant for informational purposes only and therefore should not be considered legal advice. STA’s 
goal is to raise awareness on industry developments and encourage dialogue. 

https://securitytraders.org/wp-content/uploads/Comment-Letter-Cboe-Asymmetric-Delay.pdf
https://www.sec.gov/news/press-release/2019-217
https://files.constantcontact.com/355eb6bc001/4d548eb9-1bc0-4541-a8fd-c90afc0a718b.pdf
https://www.sec.gov/news/press-release/2019-190


 
 
 
 
 
 

 
 
 
 
 
 

 

 

 
 

 

 

 

 

 

 


