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[bookmark: _Toc280628648]Responding to this paper 
The European Securities and Markets Authority (ESMA) invites responses to the specific questions listed in the ESMA Discussion Paper on Review of Article 26 of RTS 153/2013, published on the ESMA website.

Instructions
Please note that, in order to facilitate the analysis of the large number of responses expected, you are requested to use this file to send your response to ESMA so as to allow us to process it properly. Therefore, ESMA will only be able to consider responses which follow the instructions described below:
· use this form and send your responses in Word format (pdf documents will not be considered except for annexes);
· do not remove the tags of type <ESMA_ QUESTION_RTS_153_26_1> - i.e. the response to one question has to be framed by the 2 tags corresponding to the question; and
· if you do not have a response to a question, do not delete it and leave the text “TYPE YOUR TEXT HERE” between the tags.
Responses are most helpful:
· if they respond to the question stated;
· contain a clear rationale, including on any related costs and benefits; and
· describe any alternatives that ESMA should consider

Naming protocol
In order to facilitate the handling of stakeholders responses please save your document using the following format:
ESMA_ RTS_153_26_NAMEOFCOMPANY_NAMEOFDOCUMENT.
E.g. if the respondent were XXXX, the name of the reply form would be:
ESMA_RTS_153_26_XXXX_REPLYFORM or 
ESMA_RTS_153_26_XXXX_ANNEX1
To help you navigate this document more easily, bookmarks are available in “Navigation Pane” for Word 2010 and in “Document Map” for Word 2007.

Deadline
Responses must reach us by 30 September 2015.
All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input/Consultations’. 
[bookmark: _Toc335141334]
Publication of responses
All contributions received will be published following the end of the consultation period, unless otherwise requested. Please clearly indicate by ticking the appropriate checkbox in the website submission form if you do not wish your contribution to be publicly disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. Note also that a confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
[bookmark: _Toc335141335]
Data protection
Information on data protection can be found at www.esma.europa.eu under the headings ‘Legal notice’ and ‘Data protection’.



Introduction
Please make your introductory comments below, if any:
< ESMA_COMMENT_RTS_153_26_1>
Amundi is the No.1  European Asset Manager and in the Top 10 worldwide with AUM of more than  €950 billion worldwide t the end of June 2015.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. The Group contributes to funding the economy by orienting savings towards company development.
[bookmark: _GoBack]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. Eventually, Amundi is a significant actor on derivative markets and a supporter of EMIR, a regulation aiming to enhance investors’ safety and financial stability. 
Globally, we feel that CCPs should make sure that there is sufficient skin in the game in order to “sanctuarize”  end clients’ margins and ensure that they are not going to be touched upon. Funds, with the exception of leveraged hedge funds, are risk takers in the system and should not be penalized through inappropriate rules that would make them pay for others’ dangerous behavior. As a consequence the ISA total segregation system appears as the best solution and authorities should encourage it. First, by ensuring that CMs do offer such a system on reasonable commercial terms, secondly by reducing the margin called upon in ISA accounts both for ETD and OTC derivatives, thirdly by limiting this advantage to ISA as opposed to OSA gross or net. As a consequence we consider as appropriate the following levels of MPOR in case of gross margining : 1 day for ISA and 2 days for OSA Gross for both ETD and mandatorily cleared OTC derivatives.

Please note that we use the following acronyms: 
· CCP : Central CounterParty
· CM: clearing member
· ETD: Exchange  Traded Derivatives
· ISA: Individual Segregation Agreement, where individual clients of the CM are identified by the CCP through separate accounts
· LSOC: Legally Segregated Operationally Comingled 
· MPOR: Margin Period Of Risk
· OSA : Omnibus Segregation Agreement
· OSA Gross: OSA with transfer by the CM to the CCP of the total margin received from clients 
· OSA Net: OSA with payment to the CCP of a net margin by the CM
· OTC: Over The Counter 
< ESMA_COMMENT_ RTS_153_26_1>

ESMA welcomes views on the assumption that client margins maintained at CCP level on a OSA gross margining with one-day liquidation period would generally be higher than margin held at the CCP under an OSA net with a two-day liquidation period. Please, provide quantitative analysis on the effect of the reduction of margin on the basis of 2 vs. 1 day MPOR and of the net (between clients’ positions) margining vs gross margining. Please also consider the potential impact of the case in which a one-day OSA gross is considered equivalent to the EU system and the RTS are not changed and the impact for the whole system if the MPOR at CCP level is reduced.
<ESMA_QUESTION_RTS_153_26_1>
Amundi is not surprised by this assumption but is not in a position to provide data to substantiate it. Amundi reminds ESMA that this discussion between gross or net solely impacts the amount paid by the CMs to the CCP. For end clients, say a fund, there is absolutely no impact as margin is called by the CM on the net basis of all positions of the fund cleared with the CCP through him. The key question is to know if margins deposited by a fund will better enhance financial stability by benefitting solely to the CCP or not.
<ESMA_QUESTION_RTS_153_26_1>
If the RTS were modified to allow one-day gross margin collection for ETDs, should this be extended to financial instruments other than OTC derivatives? What are the costs and benefits of either approach?
<ESMA_QUESTION_RTS_153_26_2>
 We see the logic of revisiting the delay for other instruments but do not consider that there is a direct link with the MPOR agreed upon for OTC derivatives. There is no urgency nor necessity to immediately take a decision on this point. In any case, we advocate for an harmonised approach for all financial instruments concerned.
<ESMA_QUESTION_RTS_153_26_2>
If a differentiation of MPOR is made for ETDs depending on the gross or net collection of margins, should this differentiation be made for OTC derivatives as well? Would seven days MPOR for OTC derivatives be appropriate for net OSA? Please, provide quantitative analyses in support of your answer.
<ESMA_QUESTION_RTS_153_26_3>
Yes, OTC derivatives that are cleared should benefit from the same treatment as ETDs. Margins must be strictly calculated on the basis of the minimal reasonable delay necessary to manage default of a CM. Hence, it is a question of efficient portability or of liquidity of the position. Not a question of the instrument being listed or not. The structure of the derivatives market has drastically changed over the last years, largely as a consequence of EMIR. The significant point of venture is no longer listed/OTC but centrally cleared /not centrally cleared. Such a difference from 1or 2 days to 5 days between ET and OTC derivatives is not justified in our view. Amundi suggests a two-tier approach : 
·  Mandatorily cleared derivatives should in our view benefit equally from the reduction of MPOR to 1 day in case of ISA; the process of designation of contracts submitted to the obligation of clearing includes an assessment of their liquidity, their standardisation and the availability of prices; 
· For other OTC cleared derivatives, a 2 day  MPOR  should apply, knowing that CCPs’ rules do pay attention to the liquidity of each instruments when establishing the margin requirements and that central clearing implies sufficient standardisation. The same 2 day MPOR should apply for non-ISA segregation such as OSA gross or LSOC.
Amundi thinks that even in case of OSA Net, a MPOR as long as 5 days is not justified for standardised OTC derivatives that are cleared. Furthermore, we insist on the fact that there must be a significant difference between Net, Gross and ISA.  See question 4 below.
<ESMA_QUESTION_RTS_153_26_3>
Should ISA and gross OSA be treated equally in terms of MPOR? Please provide quantitative evidence to support your arguments.
<ESMA_QUESTION_RTS_153_26_4>
No, a difference exists in terms of safety and market stability between OSA gross and ISA and justifies a difference of MPOR. Amundi agrees that a differentiation be made according to the level of segregation of client accounts. We insist on the fact that it should concern the chain from the end user, for example a fund run by an Asset manager like Amundi, to the clearing member (CM) to the CCP. The robustness of the CCP will be increased if it receives the amount of initial margin due by the end user without any compensation being made at the level of the CM. In the relationship between CM and CCP, the result is achieved through either ISA or OSA Gross : the same amount of gross margin will be deposited in the books of the CCP. However, this is not sufficient to align MPOR to 1 day in both cases. 
If Individual Segregation Agreement (ISA) is used, the financial strength and stability is further reinforced as, from the end investor point of view, amounts deposited with the CCP (including excess margin) are remote from CM’s bankruptcy. ISA does improve the safety of end users and their clients but also helps with a rapid recovery of the CCP in case of default of a CM: portability would be more rapidly and easily organised and liquidation of positions should be avoided. It is the reason why we strongly feel that MPOR could be reduced to 1 day in case of ISA. Conversely, we do not feel that such a reduced MPOR should apply for OSA Gross and suggest a 2 day MPOR. From the end client point of view, in case of default of the CM the delay necessary to exercise portability will be much more uncertain and the risk to experience automatic liquidation of the positions or to receive equivalent instruments instead of the margins effectively deposited is not as marginal as in the case of ISA.
As a consequence we consider as appropriate the following levels of MPOR in case of gross margining : 1 day for ISA and 2 days for OSA Gross. 
<ESMA_QUESTION_RTS_153_26_4>
Do you consider that specific conditions should apply in order to ensure that margins are called intraday in case the MPOR is reduced to 1-day under a gross client margins collection?
<ESMA_QUESTION_RTS_153_26_5>
If Amundi understands the logic that links the reduction of MPOR, resulting in a lower initial margin, and the possibility to multiply intra-day calls of margin, it cannot anticipate the reaction of CM to this evolution. Currently, CMs agree to provide a service to cover intraday calls (probably because they are infrequent). Tomorrow they may wish to ask for payment when the intraday call is made. Asset managers should then have a better view on the parameters that trigger a call to be able to anticipate, verify  and work on equal terms with CMs when they call for intraday margin. This new procedure would require time and investment before being operational. An alternative that could be workable under an ISA (to avoid counterparty risk with the CM) consists in posting excess margin to face  calls up to a level agreed upon with the CM. We are not able to assess what the solution would be, but we confirm that it would be a loss for end clients to benefit from lower margins at the price of an increase of excess deposit or excessive operational charges.
<ESMA_QUESTION_RTS_153_26_5>
Do you agree that entities of the same group as clearing members should not be allowed to benefit from a lower MPOR even if they chose an OSA gross or ISA account? What are the costs and benefits of either approach?
<ESMA_QUESTION_RTS_153_26_6>
Amundi believes that linked entities should not be considered differently. Margin requirements must in our view be standardized and apply to all types of clients without any exception not expressly provided for in the level 1 text. Entities of the same group as clearing members should be allowed to benefit from the standard MPOR applying to the type of segregation arrangements they have. They should not be granted any specific advantage either and procedures avoiding conflict of interests must be enforced 
<ESMA_QUESTION_RTS_153_26_6>
Do you consider that specific conditions (e.g. compulsory pre-existing arrangement with a back-up clearing member) should apply in order to enhance the portability of client positions in order to benefit for the gross margining with one-day liquidation period? What conditions in your view would enhance the portability of client accounts? What are the costs and benefits of the suggested condition? Is it feasible that each client in an OSA would nominate a back-up clearing member or could this be a practical impediment to the establishment of gross margining? Is it feasible to expect an alternative clearing member to guarantee to accept porting of a client’s positions in the event of the primary clearing member’s default?
<ESMA_QUESTION_RTS_153_26_7>
Amundi’s experience, and we expect it to be largely shared by buy side institutions, is that it is not possible in practice (or real life) to sign an enforceable back-up agreement with a substitute clearing member. It is fully understandable that CMs are not ready to engage blindly and agree to accept without restrictions portability of  positions. This transfer is, by definition of a back-up solution, going to be activated at a period of stress when a CM defaults. We suspect that without an explicit regulatory obligation for the CM to accept back-up agreements, that should probably be Tripartite with an engagement to test operationally the possibility of portability, it will be very difficult to sign an agreement. In our view, interoperability between CCPs could only be achieved through such a regulatory requirement. An alternative way, that we totally support, is to consider that, for cleared OTC derivatives, the CM is an agent and does not act as principal vis à vis the CCP. The need for a backup would then disappear.
For these reasons, we are comforted  in our risk analysis to prefer ISA full segregation model. In an ISA, we feel that portability is workable as the identification of positions and margins is pre-existing in the books of the CCP and not only in those of the CM, who will be defaulting and probably not available for “squaring” its books. In these circumstances the operational risk of a backup CM is reduced under an ISA and manageable. 
Amundi urges authorities to check that CMs produce an offer for full segregation at reasonable commercial terms in order to be compliant with level 1 of EMIR. As an additional comment, Amundi does not agree with the common place affirmation that ISA will be far more expensive for end clients. Of course, ISA requires the opening of more accounts and prevents CM from keeping the difference between gross and net margins. But this last benefit does not exist in case of OSA gross either and the cost of opening and running accounts is moderate in modern electronic times. Furthermore ISA does simplify controls and risk management from end user to CCP for the greater benefit of financial stability.
<ESMA_QUESTION_RTS_153_26_7>
Is there any other aspect or concern that ESMA should consider when reviewing Article 26 with respect to client accounts?  
<ESMA_QUESTION_RTS_153_26_8>
Amundi would like ESMA to fully understand the position of a buy side actor like an asset manager. The question for us is to grant safety to our client investors. In that respect EMIR is a good initiative. However, we feel that in some instances the final benefit of the regulation for end,  long-only investors like funds (UCITS and AIF), pension funds or insurers is overlooked. For example the discussion about central clearing seems focused on a debate between CCPs and CMs. There is a risk that, if authorities do not watch carefully, they find an agreement among themselves (CMs are the clients of the CCPs as well as their major shareholders in many cases) that would be unfair to end clients. 
Amundi has a clear view that (i) ISA should be encouraged and it is now a question of fair pricing by CM where we feel that authorities have a say because of the clarity of level 1 text, (ii) portability should be favoured as the most efficient way to deal with default and ISA recognized as the best way to grant portability, (iii) default waterfall should always protect and “sanctuarize” the margins deposited by end users clients of CMs . Our analysis is that, except for hedge funds clearly identified under AIFMD as using a significant leverage (i.e. 3 times), funds are not leveraged and long only actors that do not bring risk to the CCP but are acting as margin providers and risk takers stabilizing the system. Strictly regulated and tightly supervised under UCITS and AIFM Directives, they cannot default. No default waterfall should at any level tax them on their margins. We see too many counterexamples in CCP rules not to worry. 
<ESMA_QUESTION_RTS_153_26_8>
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