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	Reply form for the
[DRAFT] Consultation Paper 

On draft Implementing Technical Standards on main indices and 
recognised exchanges under the Capital Requirements Regulation 



	Date: 29 September 2014


Responding to this paper 

The European Securities and Markets Authority (ESMA) invites responses to the specific questions listed in the Consultation on draft Implementing Technical Standards on main indices and recognised exchanges under the Capital Requirements Regulation, published on the ESMA website (here).
Instructions

Please note that, in order to facilitate the analysis of the 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, please follow the instructions described below:

i. use this form and send your responses in Word format;

ii. do not remove the tags of type < ESMA_CRR_ITS_QUESTION_1> - i.e. the response to one question has to be framed by the 2 tags corresponding to the question; and

iii. 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:

i. if they respond to the question stated;

ii. contain a clear rationale, including on any related costs and benefits; and

iii. describe any alternatives that ESMA should consider

To help you navigate this document more easily, bookmarks are available in “Navigation Pane” for Word 2010 and in “Document Map” for Word 2007.
Responses must reach us by 1 November 2014. 

All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input/Consultations’. 
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.
Data protection

Information on data protection can be found at www.esma.europa.eu under the heading ‘Disclaimer’.
Q1: Do you agree with the criteria proposed for an absolute test? If not what criteria would you propose?

<ESMA_CRR_ITS_QUESTION_1>

No, we do not agree with the proposal. If we agree with the criteria proposed for an absolute approach  (they are easy to assess and relatively stable)  we discuss below their calibration. But our  initial and general concern relates to the evolution of market capitalisation (or float) that may prompt an index to temporarily drop below the 90% ratio of large caps in the index. We feel that the list published by ESMA should be the reference and submitted to annual review and  not change continuously. 
About calibration, we feel at first sight that in the US the Russell 1000 should be defined as a main index that includes liquid stocks. We express the same surprise with reference to the FTSE 250 which we consider as a main index, especially when comparing with indices eligible under the relative approach: many, not to say a vast majority of stocks among the 150 stocks that differentiate FTSEE 100 and FTSE 250 are far more liquid than stocks included in indices recognised under the relative approach. We have not been able to investigate in details and get to conclusions for an appropriate calibration, but we share our first sight reaction with ESMA and suggest a further impact assessment.
The general view at Amundi is that eligible collateral should be defined on a large basis and include a vast number of companies in order to keep markets liquid and efficient. Conversely we consider that haircuts should be adapted to the liquidity and risk of the collateral. In that respect we recommend that ESMA reconsider its approach and agree on a broad list of main indices that determine eligible collateral associated with differentiated haircuts for less liquid stocks.
<ESMA_CRR_ITS_QUESTION_1>

Q2: Do you agree with the criteria proposed for a relative test? If not what criteria would you propose?

<ESMA_CRR_ITS_QUESTION_2>

If we follow the general lines of the proposed principles, we are very much surprised with the result. Specifically we do not see the Swiss SMI index where we consider it to represent an active and liquid market that should be  included in the list of “main indices”. We have not investigated the reasons why it is not compliant with the proposed definition and suggest that a careful review be conducted with a view to amend criteria to obtain the recognition of SMI as a main index. 
An asset manager such as Amundi manages many portfolios specialized in one sector or one country to answer the needs of investors. In order to achieve an effective portfolio management we must be able to hedge positions and that usually takes the form of derivatives. Using derivative instruments requires collateralisation either mandatory  in the framework of EMIR or contractually. We insist on the necessity for the protection of end investors to have a large definition of eligible collateral to allow asset managers to post collateral, with appropriate and differentiated haircuts, when they manage specialized  funds. In that respect the impossibility for UCITS to enter in collateral swaps  (in order to exchange ineligible holdings against securities that are eligible as collateral) is highly damageable for the industry  and ESMA’s guidelines on ETF and other UCITS issues ought to be rapidly amended. In case of bilateral derivatives collateral should be discussed between counterparties and kept at their discretion.   <ESMA_CRR_ITS_QUESTION_2>

Q3: Do you believe that there are convertible bond indices that should be specified as main indices? If so please provide details and evidence in support.

<ESMA_CRR_ITS_QUESTION_3>

Amundi believes that some convertibles are sufficiently liquid to be eligible as collateral. We feel that it would be very restrictive not to have any possibility to use convertibles as collateral especially since it would prevent specialised funds to enter into transactions that require collateral. We suggest that convertibles that have as underlying an eligible stock be eligible as well. Effectively convertibles are highly arbitraged and the liquidity of the underlying stock is determinant of the liquidity of the convertible as long as its delta is non minimal. 
<ESMA_CRR_ITS_QUESTION_3>

Q4: Do you believe that for equities the list should include both those that meet the absolute test and those that meet the relative test? If not which test do you think should be used?

<ESMA_CRR_ITS_QUESTION_4>

As an asset manager, Amundi insists on having the largest list of eligible collateral withappropriately  differentiated haircuts.
<ESMA_CRR_ITS_QUESTION_4>

Q5: Do you agree with the list of indices in the Annex? If you believe there should be additions please provide details, say what criteria they meet, and provide evidence in support.

<ESMA_CRR_ITS_QUESTION_5>

Amundi is not usually inclined to participate to consultations that concern capital requirements  under CRR. But it feels that the current discussion may impact the criteria of eligible collateral for other activities that do concern asset managers. Hence, we decided to respond . But we have not been able to investigate further the criteria that meet other indices that we feel should be made eligible. We especially refer to:

· SMI in Switzerland

· FTSE 250

· Russell 1000

· Tel aviv 100.
As a matter of fact we understand that composite indices such as NASDAQ Composite, NYSE Composite, FTSEE all shares or CAC all tradable are not suited to be main indices even if they are usual references for asset managers and clients. We regret it as it would be an incentive for companies to list their shares on regulated markets .
<ESMA_CRR_ITS_QUESTION_5>

Q6: Do you agree with ESMA’s approach on how to specify recognised exchanges? Please give reasons for your answer

<ESMA_CRR_ITS_QUESTION_6>

Amundi has no specific comment to address on the definition of recognised exchanges and would simply like to underline that the existence of an updated list by ESMA easily accessible on its web site is a key element for practical reasons. 
<ESMA_CRR_ITS_QUESTION_6>

Q7: Do you agree with the concrete list of recognised exchanges as proposed?

<ESMA_CRR_ITS_QUESTION_7>

TYPE YOUR TEXT HERE

<ESMA_CRR_ITS_QUESTION_7>
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