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Amundi is the European leader and in the Top 10 worldwide in the asset management industry with AUM of more than  €850 billion worldwide.

Located at the heart of the main investment regions in more than 30 countries, Amundi offers a comprehensive range of products covering all asset classes and major currencies. Amundi has developed savings solutions to meet the needs of more than 100 million retail clients worldwide and designs innovative, high-performing products for institutional clients which are tailored specifically to their requirements and risk profile. The Group contributes to funding the economy by orienting savings towards company development.

Managing many UCITS, Amundi is highly concerned with all the evolution of this internationally recognised label and is particularly grateful of the constant work undertaken by European authorities to maintain the high standards of quality of UCITS. In that respect, Amundi welcomes ESMA’s decision to start a reflexion on share classes of UCITS and is happy to answer to the questions raised at a time when ESMA has not yet reached a doctrine and is asking for general comments by stakeholders. 

1. What are the drivers for creating different share classes? 
Asset managers when they create different share classes want to better serve their clients. Being a Member of both associations, Amundi refers to the detailed explanations provided by EFAMA and AFG in their answer to that question.
2. Why do certain UCITS decide to create share classes instead of setting up a new UCITS? 
It is far more convenient and less expensive to launch a new class of shares instead of creating a new fund or sub-fund. Furthermore in terms of risk and efficiency a share class enables a better management of the liquidity risk and is the most efficient way to have exactly the same basis portfolio which is common to all shares. Alternative techniques such as pooling or duplication are less simple and have obvious drawbacks resulting from operational complexity or potential conflict of interest. 
Share classes offer the best readability to clients who can access the same portfolio through different channels (the classes)  each of which adds a specific characteristic. Arbitrage from one share class to another is easy and usually costless for the client.
3. What are the costs of creating and operating a new share class compared to the cost of creating and operating a separate UCITS? 
In Amundi’s experience, there is a clear saving in starting a share class instead of a new fund or sub-fund. Additional fixed costs are eventually not significant, even tending to zero, when launching a new class and, when starting a new fund or sub-fund, they are such that it is not economical to start a fund which will not reach 50 million € in assets. Below that level depository, accounting and auditing fixed cost will not be bearable (except for some funds with very high management fees that can include those costs).
Furthermore variable costs will be at the marginal level and not from the first € in case of charges scaling down with the assets under custody for example.
Operationally, the possibility to rely on existing relationships and contracts that have been signed on behalf of the fund or to be able to launch new share classes without important seed money or to use the track record of the common investment strategy do facilitate investment management and marketing.
If we complain, for the sake of the competitiveness of European fund management industry, that average individual size of funds is too low it is of utmost importance not to reduce the possibility to increase their assets through different share classes. 
4. What are the different types of share class that currently exist? 
Amundi will refer on that point on the list provided by Association Française de Gestion (AFG) in its answer to the present consultation.
5. How would you define a share class? 
A share class gives a differentiated access to a portfolio that is common to all shares. Each class presents a specific technical feature that relates to marketing segmentation of clients or risk exposure that they look for.
6. Do you agree that share classes of the same UCITS should all share the same investment strategy? If not, please justify your position. 

Sharing the same portfolio (that may include derivatives both listed or OTC), all classes have a basic common investment strategy. In that respect Amundi agrees that it is not possible to offer through different share classes exposure to totally different market risks resulting from a total return swap specific to each share class.
However, different share classes may offer different levels of exposure to the common investment strategy resulting from the common portfolio: some classes may hedge one or several risks, others may reduce or increase the exposure to the global strategy, and some others may transform risk within the class of assets, e.g. change the exposure to the currency risk eventually by the addition of a new layer of risk.
  
As a consequence, different share classes may have different risk profiles and that will show in the SRRI published in the KID which should be adapted to each class. Same investment strategy does not mean identical SRRI or KID.
To summarize, Amundi considers that all share classes have a common investment strategy resulting from the common portfolio and that they differ by either a technical standard not impacting the financials or a specific overlay that complements the common strategy and offers diversified options to access it.  

7. Could you explain how the operational segregation between share classes works in practice? 
Legally, share classes are not segregated: they all belong to the same fund which is the recognized separate and segregated entity. Operationally, segregation is enforced at different levels. Firstly, in the accounting of share classes with the result of derivative positions being exclusively affected to the concerned share class or fee being computed at different levels for different classes. Secondly, in the risk management, where significant risk factors will be monitored at the level of the share class in a proportionate manner. As mentioned in our answer to question 12 below, we think that counterparty risk can be followed at the level of each share class and that only for those classes that increase the exposure to risk a specific monitoring of other risk factors should be introduced. Thirdly, as a consequence the audit, internal and/or external, will also carry controls at both levels to have a fair view of the different share classes. Fourthly, reporting has to take into consideration the specificities of each share class to communicate relevant information to clients.
As a consequence we suggest that ESMA further comments the second principle in §6 in order to make clear that the objective is to reach a comfort that appropriate steps have been taken to ensure that “spill over” effect is highly unlikely. There is no zero risk in that field as there is no legal segregation. The proper approach consists in introducing proportionate procedures of risk management : for those share classes that reduce risk through hedging the monitoring of the counterparty risk appears to be both necessary and sufficient, for other classes that increase risk exposure adequate measures should be decided by the asset manager under the NCA’s supervision.
8. Do you agree that the types of share class set out in paragraph 8 are compatible with the principle of having the same investment strategy? In particular do you agree that currency hedging that is described in paragraph 8 complies with that principle? If not, please justify your position. 
[bookmark: _GoBack]Yes, Amundi agrees that the 8 examples of share classes listed in § 8 are compliant with principles expressed in § 6 and specifically the “same investment strategy” requirement. As a matter of fact 7 of these 8 examples consist of share classes with no direct influence on the market risk and refer to technicalities such as minimum or nominal amount, fees, allocation of revenues, type of client, voting right, form of detention and currency of denomination. The only case that implies specific financial management (as opposed to accounting, legal or administrative work) is the currency hedging. 
We consider that the standard practice of creating share classes with or without currency hedging is totally legitimate as soon as the portfolio will include assets not denominated in the same currency as the fund. An internationally diversified fund will typically offer share classes denominated in €, £, $, JPY and CHF and for each currency offer currency hedged or not hedged classes. When the portfolio is totally invested in one single currency there will not be any hedged class for that currency. If it is what currency hedging as described in § 8 is, we totally agree.
However, we strongly oppose the idea that it should be the only type of hedging or that there should not be room for any other type of overlay in a specific share class.
9. Do you believe that other types of share class that comply with the principle of having the same investment strategy exist (or could exist) and should be allowed? If yes, please give examples. 
Yes, Amundi considers that the list provided in § 8 is largely insufficient to cover the scope of all types of share classes that (i) are acceptable and useful or (ii) compliant with § 6. 
First, this question as it is asked implies that there is no ambiguity on what represents a “same investment strategy”. Amundi is very concerned that ESMA has not discussed this concept. We have described our comprehension of “same investment strategy” when answering question 6: if they share a common portfolio share classes may have a specific overlay on one or several risk factors. We may rely on the mention of currency hedging in § 8 to feel confident that this view is also ESMA’s view. However, we have strong interrogations when we read that for example ESMA includes in § 10 “share classes that offer differing degrees of protection against some market risk such as interest rate risk or volatility risk” among those that do not appear to be compatible with the principles of § 6. It appears to be inconsistent to accept the hedging of currency risk (which is far more volatile and, hence, operationally risky) and ban the hedging of any other market risk. Since what seems obvious to us (i.e. interest rate hedging is as compliant as currency hedging) we really fear that we can misunderstand ESMA’s conception of “same investment strategy” which is not clearly defined. 
To continue, here follows a list of share classes that Amundi considers as totally justified under the principle of same investment strategy provided that transparent information is communicated to investors :
· Share classes that offer differing degree of exposure to one or several risk factors incurred by the common investment strategy; this should include all types of risk factors : interest rates, currency, equity,  inflation, credit…;
· Share classes that offer different level of capital protection and/or pay-off for the same common investment strategy; the question of leveraged classes is to be considered with a focus on risk that it would introduce and is compliant in terms of “same strategy”; 
· Share classes that offer an active management of a risk factor that is included in the common investment strategy should be eligible even if they increase the exposure to that risk factor.
Amundi feels that ESMA should discuss the ways of implementing the overlay that a share class offers. It is of utmost importance to clarify what will be prime in the management : it must be the common portfolio and not the overlay. One step further, among the risks of the common strategy there should be a clear definition of objectives for exposure to the different risk factors that are not influenced by the proportional size of one class or another that would hedge that risk. In our view hedging should be systematic but could be partial or total provided that the prospectus gives all relevant information to subscribers. Systematic hedging does not prevent asset managers to take investment decision as to the type of instrument they will choose, the maturity, the strike price for options… Furthermore it does not mean that there will be some residual risk to take into account the operational constraints of market transactions. 
Beside hedging, some classes should be allowed to carry active management of one specific risk such as currency risk with the possibility for the manager to decide to hedge or not or to introduce a risk relating to a third currency which is not that of the portfolio nor of the fund. This should however be restricted to cases where such share classes do not pretend to hedge but clearly publish that they actively manage this risk and might bring an extra layer of risk. In these instances Amundi considers that adequate procedures must be established to monitor the specific risk of the share class in a proportionate manner.
10. Do you agree that the types of share class set out in paragraph 10 above do not comply with the principle of having the same investment strategy? If not, please justify your position.
No, Amundi does not agree with the interpretation of “same investment strategy” that ESMA implicitly suggests by asking question 10 as it is formulated. We consider that ESMA should first concentrate on the definition and the limitations of what constitute a “same investment strategy” and not proceed exclusively by series of examples of what it would classify as complying  or not with the criterion of “same investment strategy” mentioned in § 6. 
More specifically, we see inconsistency in the fact that currency hedging should be accepted at the level of a share class and not hedging of other risk factors that are for most of them far less volatile than foreign exchange risk. Furthermore, we consider that developing an overlay of active strategy on one of the risks included in the investment strategy as defined by the common portfolio of all the share classes should be authorized as it is a premium in the interest of clients and provided that it is well calibrated and monitored. More generally, we do not share the idea to focus on one criterion such as same investment strategy and not look to the global picture of the risks/benefits balance that a proposed share class offers to clients: with a highly efficient risk control we think that many variations about types of share classes are possible, acceptable and profitable to clients. 
11. Please provide information about which existing UCITS do not comply with the criteria laid down in paragraph 6 as well as an indication of the assets under management and the number of investors of these UCITS. 
Amundi insists on the fact that all 3 criteria listed in §6 are equally important and should be commented and discussed by ESMA: 
· Same investment strategy: what does it imply ? Is it possible to share the same investment strategy and have different SRRIs ? Different KID ? Where lies the best interest of clients ?
· Absence of adverse effect on other share classes: how to enforce segregation? Legally? In accounting ? in risk management ? risk control ? conflict of interests issues and how to prioritise objectives in the investment strategy ? Amundi has developed internal methods that provide strong and efficient protection of investor in different share classes. BFT Gestion, one of Amundi’s subsidiaries, validated with the depository and the auditor of a fund a specific calculation of Net Asset in order to clearly dedicate collateral relating to the hedging strategy specific to a class to this class only. We would be very happy to comment and share this methodology with ESMA as it really reduces the risk of contamination from one to another class.
· Appropriate disclosure: KID, reporting, specific section in the prospectus ? what format for which population ? comparative presentation ? those are among the questions that we think should be discussed in depth.
Thus, Amundi recommends that ESMA start a profound assessment of the proper usage of share classes before coming to a conclusion as to what should be authorized or not. Today, we are confident that the UCITS we manage are totally compliant with criteria listed in § 6. However, some are presented in § 10 as non-compliant. In particular some include an overlay that may increase the risk profile of the investment strategy common to all share classes. Amundi considers that all 3 criteria mentioned in § 6 (that we totally support) should be considered in depth both individually and globally before proposing any decision on what type of share classes are to be considered as compliant with them.
12. Do you see merit in ESMA clarifying how regulatory ratios such as the counterparty risk limit should be calculated (e.g. at the level of the UCITS or share classes)? 
Yes, the debate about calculation of risk at the level of the fund or the share class is of high relevance when assessing the risk that other share classes may be affected (infected?) by positions specific to one class. Amundi considers that if an overlay increasing and not hedging the risk is developed there should be a reinforcement of the risk monitoring and it could take place, depending on the type of risk, both at share class level and globally at the level of the fund. One should not underestimate the cost that implementation of these controls might represent.
It does not imply, however, that the regulation should introduce detailed requirements. It is the responsibility of the asset manager, under NCA’s supervision, to be properly organized with a specific monitoring when necessary. Counterparty risk is a perfect example of a risk which has to be considered at both levels. Leveraged share classes is another one.  
13. Do potential and current investors get adequate information about the characteristics, risks and return of different classes in the same UCITS? If not, what else should be provided to them?
Asset managers in general and Amundi in particular pay the highest attention to information they provide to investors. We consider that globally these efforts enable investors to receive adequate and informative documentation pre and post subscription. However, we think that different practices developed about the presentation of different share classes of the same fund or sub-fund and we share the view that ESMA should investigate the matter.
14. Do you agree that ESMA should develop a common position on this issue? If not, please justify your position. 

Yes, European harmonization in that field is very important. More generally, Amundi recommends that ESMA devote more time and efforts to level 4 of the Lamfalussy process and enhance a truly harmonized level playing field in Europe. After the introduction of so many texts at level 1 and 2 in recent years, it is high time to consider their implementation and assess the reality of the objective of the European legislators to develop a unified European market.
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