	
	











[image: esma_8_V3]

	24 May 2017



	Reply form for the Consultation Paper on  
Draft technical advice, implementing technical standards 
and guidelines under the MMF Regulation
  

	 


[image: esma_8_V3][image: report_db] 
[image: esma_8_V3_no_claim]

	
	16



	Date: 24 May 2017


[bookmark: _Toc280628648]Responding to this paper 
The European Securities and Markets Authority (ESMA) invites responses to the specific questions listed in Consultation Paper on Draft technical advice, implementing technical standards and guidelines under the MMF Regulation (MMF), 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_MMF_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_MMF_NAMEOFCOMPANY_NAMEOFDOCUMENT.
E.g. if the respondent were XXXX, the name of the reply form would be:
ESMA_MMF_XXXX_REPLYFORM or 
ESMA_MMF_XXXX_ANNEX1

Deadline
Responses must reach us by 7 August 2017.
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’.



General information about respondent

	Name of the company / organisation
	AXA INVESTMENT MANAGERS
	Activity
	Other Financial service providers

	Are you representing an association?
	☐
	Country/Region
	International


Introduction
Please make your introductory comments below, if any:

<ESMA_COMMENT_MMF_1>

AXA Investment Managers (AXA IM)[footnoteRef:2] is glad to respond to ESMA’s consultation on Money Market Funds (MMFs). [2:  EU Transparency Register number : 75149096203-49] 


AXA IM is ranked in the top 20 asset management companies worldwide, and in the top 5 EU-headquartered asset management companies[footnoteRef:3]. Figures show that AXA IM is global in many senses, e.g. more than € 700billion of assets under management[footnoteRef:4] and 21 investment management locations throughout the world (including 11 locations in Europe and 3 Asian JVs), serving clients from more than 60 different countries. [3:  By €AuM. Source: Investment & Pensions Europe June 2017 issue “Top 400 Asset Managers 2017”]  [4:  € 747bn as of end of March 2017] 


<ESMA_COMMENT_MMF_1>


1. 
: Do you agree that the abovementioned references to EU/US standards are relevant in the context of the issuance by ESMA of technical advice on quantitative and qualitative liquidity and credit quality requirements applicable to assets received as part of a reverse repurchase agreement in the context of the MMF Regulation? Do you identify other pieces of national/EU/International law that would be relevant in view of the work on this part of the advice?
<ESMA_QUESTION_MMF_1>

We do not identify other pieces of regulation relevant to the work concerning this part of the advice.
While we agree that the abovementioned references to EU/US standards are relevant in this context, we want to highlight the fact that European and US markets are different in terms of market practices, regulation and fund structures. The MMF industry is also different from the banking one. As such, existing references can’t be directly replicated in the MMFR. 

<ESMA_QUESTION_MMF_1>

1. : Which of the options described above regarding credit quality and liquidity requirements would you favour? 
<ESMA_QUESTION_MMF_2>

The best option for the credit quality requirements referring to the assets in article 15 (6)(a) in the MMFR is option a).
The best option for the liquidity requirements referring to the assets in article 15 (6)(a) and 15(6)(b) in the MMFR is option a).
- It is worth highlighting that these credit quality and liquidity requirements are in the context of assets received as part of a reverse repurchase agreement, not for direct investments. 
- As such, they represent indirect risks only materializing in case of counterparty’s default. 
- Moreover, eligibility criteria for the collateral are already very strict as assets have to be issued or guaranteed by the Union, a central authority or central bank of a Member State, the ECB, the EIB the ESM, the EFSF or issued or guaranteed  by a central authority or central bank of a third country.
- It is coherent and consistent to consider that eligibility criteria are similar for assets eligible for both investment and collateral.
- We support the view that reverse repo transactions with non-regulated entities should be subject to overcollateralization through a proportionate haircut policy.

<ESMA_QUESTION_MMF_2>

1. : With respect to option a), do you think the haircut policy should be determined as suggested, or should there be more flexibility given to the manager on this determination? Do you think that the decision of equivalence vis a vis third countries mentioned in this option should relate to the one mentioned in Article 114 (107 in the case of credit institutions) of CRR? 
<ESMA_QUESTION_MMF_3>

Applying the Basel Committee on Banking Supervision’s haircut policy has the merit of :
- setting a market standard allowing money market funds to be aligned with market practice
- facilitating the haircut negotiation with counterparties as standards will be determined by an independent regulatory body with no possibility for the counterparty to impose a lower level of collateralization.

<ESMA_QUESTION_MMF_3>

1. : With respect to option b) on liquidity requirements, do you think that requiring assets convertible to cash in one business day or less is appropriate? Do you think this requirement should be more detailed and refer to trade date or settlement date, for example? With respect to that same option b), how do you think that the criteria mentioned in this option could be defined in more detail, and how could quantitative indicators be introduced? Do you think all the criteria mentioned in Article 2(3) of this option b) are relevant? Under this option, when the liquidity assessment of the manager is that the assets would no longer be liquid assets, the manager shall take immediately any appropriate action including the replacement of the collateral with another asset that would be qualified as liquid assets. Do you think that the replacement of the collateral could be carried out overnight?
<ESMA_QUESTION_MMF_4>

We do not support option b) as we think it will be difficult to bring some more clarity to the criteria mentioned and it raises some issues about the day to day implementation.
Requiring assets “to be convertible to cash in one business day or less” is not realistic as the settlement period for securities traded on secondary markets is generally “T+2”. Imposing a “fire sale” of the collateral may be detrimental to the best execution of the trade as everybody would be forced seller at the same time. Giving some more leeway would put sellers in a better situation.
The notion of replacement of collateral does not seem relevant. Current market practice is to recall the reverse repo operation when there are fears about the liquidity of the collateral. 
Replacement of collateral may be operated within a tri-party reverse repo, but it seems that only very few (if any) money market funds have already implemented it. It also raises the question of the ability of the asset manager to assess at any time the level of liquidity when there is a high collateral turn over.

<ESMA_QUESTION_MMF_4>

1. : What would be in your view the consequences in terms of costs of the chosen option, and of the other options mentioned above? Do you agree with reasoning mention in the CBA (annex III) in relation to the possible costs and benefits of the options as regards the abovementioned credit quality and liquidity requirements? Which other costs or benefits would you consider in this context?
<ESMA_QUESTION_MMF_5>

In terms of cost analysis, we agree with ESMA’s CBA (p 90) that option a) is unlikely to lead to significant additional costs. Haircuts tables are given and the determination of the quality of the counterparty follows straightforward criteria.
Regarding option b, we disagree with the ESMA’s CBA (p 91), as we foresee operational difficulties with the daily monitoring of such a bunch of criteria, knowing that the benefit of such an approach is totally marginal with regards to the objective assigned.

<ESMA_QUESTION_MMF_5>

1. : Do you agree that the abovementioned references to EU and US standards are relevant in the context of the issuance by ESMA of technical advice on credit quality assessment under the requirements of the MMF Regulation? Do you identify other pieces of national/EU/International law that would be relevant in view of the work on ESMA technical advice on credit quality assessment under the requirements of the MMF Regulation?
<ESMA_QUESTION_MMF_6>

We think it is worth mentioning these references but they are not directly applicable in the case of MMFR. We consider that referring to CRA to estimate the quality of the methodology of the internal credit assessment process of a MMF would be disproportionate, since asset managers are assessing credit quality for an internal use only.  Furthermore, the requirement in CRA regulation is that the methodology be rigorous, systematic and continuous when in MMFR “prudent” replaces “rigorous”, which evidences that the purpose is different.

<ESMA_QUESTION_MMF_6>

1. : Do you agree with the proposed option on each of the requirements mentioned in Article 22 of the MMF Regulation? If not, could you specify which existing regulatory framework would you suggest as a basis for the work on the technical advice related to Article 22 of the MMF Regulation?
<ESMA_QUESTION_MMF_7>

In article 2(b) we propose to delete “all” to read “Incorporate factors deemed relevant”.

We disagree with ESMA’s reference to a “scale of credit rating” in article 3 (page 101). First, MMFR does not refer to such a scale. Second, the reasons that brought MMFR not to ask for a scale are linked to the specificities of credit assessment in the context of asset management. We are convinced that the diversity of internal processes should prevail. Putting in place a second process specific to MMFs is not cost effective with little, if any, corresponding benefits. Therefore, criteria listed in the technical advice under article 22 should be illustrative with no obligation to implement all of them in the credit quality assessment methodology.
Proportionality should be included when addressing the validation of the methodology under MMFR. As mentioned, MMFR has a less stringent requirement than CRAR, since “prudent” (MMFR) is of a different nature of “rigorous” (CRAR). We only agree to refer to CRAR if proportionality is introduced. Typically, where CRAR imposes rules, MMFR should express suggestions and the same criteria should not be mandatory but illustrative.

Article 3 (3): the manager of a MMF shall use a credit quality assessment methodology which ex-ante defines its own scale “nomenclature” of credit rating assessment and identifies the situations where the assessment is deemed to be favorable.

Regarding the section on material change on page 104, we propose to delete the redundant enumeration of bullet points relating to # 2.  
#4 should not introduce any obligation to integrate CRAs’ ratings in the MMFs’ assessment processes. This point is essential for the effectiveness of reducing the credit rating mechanistic dependency. All articles in MMFR are totally free of such an obligation as the legislator did not intend to introduce it. Use of CRA should be left at the discretion of the asset manager with no obligation to refer to one or several of them in its internal process.

<ESMA_QUESTION_MMF_7>

1. : In your view, what would be the consequences (including operational ones) of the level of detail and prescription suggested above in the proposed technical advice on credit quality assessment under the MMF Regulation (which would be broadly similar as in the delegated Regulation on the assessment of compliance of credit rating methodologies (447/2012), and in the technical advice on reducing sole and mechanistic reliance on external credit ratings (2015/1471))?
<ESMA_QUESTION_MMF_8>

A too detailed and prescriptive approach would lead asset managers to implement similar processes with the risk of delivering similar / standardized credit quality assessments. The consequence would be an increase of systemic risk. 
The difference of views from market participants is a key pillar of the functioning of financial markets. It is highly important to preserve the diversity of views between MMF managers for the same issuer. 
While quantitative metrics are part of the criteria used in the evaluation process, they are nevertheless information from the past. Projections of these information are based on assumptions, anticipations, that by definition can differ from one analyst to another. On the other hand, qualitative measures (management effectiveness, strategy...) are subjective and only the future will tell what was the right answer.
Credit analysis plays a key role in the management of investment funds. The success in anticipating the evolution of the credit quality of an issuer is a major component in the creation of performance and is an important element of the reputation of an asset manager.

<ESMA_QUESTION_MMF_8>

1. : What would be in your view the consequences in terms of costs of the chosen options described above in relation to the requirements included in the technical advice under Article 22 of the MMF Regulation? Do you agree with the assessment of costs and benefits mentioned in the CBA (annex III) on the technical advice under Article 22 of the MMF Regulation? If not, please explain why and provide any available quantitative data that the proposal would imply.
<ESMA_QUESTION_MMF_9>

Any attempt to replicate requirements of CRA for the methodology and the production of a pre-established scale of credit quality would have a significant impact on costs. We agree that the chosen options should get closer to current market practices, which is less costly given the internal systems and processes already in place.

<ESMA_QUESTION_MMF_9>

1. : Do you think other type of information should be considered as “characteristics” of the MMF?
<ESMA_QUESTION_MMF_10>

We agree with ESMA’s proposal to build on the existing reporting within AIFM whenever possible, but also think that the sections of the MMF reporting template should not diverge from the MMFR mandate. It should only focus on items that are deemed appropriate for MMFs in the context of the MMFR.
Please find below our comments with regards to the items included in the Annex I to the draft ITS:

Items A.1.2 and A.1.4: the LEI code is sufficient, well known and identified. No other code should be required. This rule should be applied for all the sections of the report.

Items A.1.13, A.1.14, A.1.15: reference to a “benchmark” should be replaced as the benchmark regulation is not yet applied and the terminology choice between “reference index” and “benchmark” is still to be assessed.

Item A.3.3: being a second code for the same MMF, this item should be deleted. 

Items A.3.5, 3.6, 3.8 and 3.9 should be deleted as the answer to  question A.3.7 on the single ISIN of the different share classes will provide the answer. 


Items as A.3.14 that refer to the “shadow NAV”: does this correspond to an intention of the regulator or is it to be changed at a later stage in the “NAV calculation as foreseen in Article 30 of MMFR”?

Items A.3.17 to 3.23 of section “c) Information on preceding fund or liquidation”: we think that only the last one - on the procedure of liquidation of the MMF (A.3.23) - is relevant in a regular reporting. It is of no use to carry every quarter an historical view of the previous mergers or acquisitions of a fund: they have to be reported at the time of the merger on behalf of the merged fund and as its last reporting exercise. We think that there could be a specific format for last reporting of a MMF who will merge with another fund.

Item A.4.9. on the “portfolio liquidity profile”: the time intervals should be relevant for MMFs : 1 day; 7 days; 1 month; we do not think that MMF will hold assets that cannot be liquidated within 1 month. These periods should reflect the real expected cash flow and not the date of exercise of a put option when cash flow are deferred. 

Item A.4.10 on “unencumbered cash”: this is valuable information in the case of a hedge fund, not a MMF. 

On page 120, we propose to delete all sections. The yield measurements are appropriated for the bond market, but not relevant for the money market. 

On page 121, we propose to retain only those indicators that are of real use, i.e., the first range as follows: YTD, 1M, 3M, 1Y. 

On page 137, relating to the liabilities of the MMF: it should be specified that the marking of orders by intermediaries is still not a reality and needs regulatory push to be effective. Currently, there is no obligation for intermediaries to mark orders and some intermediaries are even invoking confidentiality reasons. Thus, some technical difficulties still exist to obtain a look through view on investors. 

On page 138, relating to item A.7.3.: ‘private banking’ should be added to the investor groups.

On pages 140, 141, 142, as the report will be provided on a quarterly basis, it seems more relevant to apply the information from a reporting period to another.

Last, from a general perspective regarding the building of the various fields of the reporting template, we would suggest avoiding multiple information in a single field (e.g. mentioning several countries in a single field) – as it will create difficulties for optimising the electronic treatment of such an information afterwards. If multiple information is to be given, we would suggest to create one specific field to be filled in for each piece of this multiple information.


<ESMA_QUESTION_MMF_10>

1. : Do you agree with the proposed way of reporting the yield of the MMF? If not, could you indicate what would be the more appropriate way to report yield in your views? Do you think the 7-days gross yield should be reported for each week of the reporting period? If not, what should be the appropriate frequency of reporting on this item?[footnoteRef:5] Do you think that the calendar year performance and yield could be calculated at (sub)fund level and at share class level? Which difficulties do you identify while doing so? At which frequency should it be reported? [5:  in order in particular to build meaningful time series to be used for understanding the activity of a fund and for analysis purposes.] 

<ESMA_QUESTION_MMF_11>

We believe that 7 different yield measurements is exaggerated. We think the best indicator is not a portfolio yield but the performance of the fund on a given time horizon. The 7 day yield is specific to stable NAV funds (amortized cost accounting). For VNAV, the marked to market impact and the active management of the fund play a significant role in the level of performance (i.e. : the yield at a given time gives no information about the alpha generated by the active management. The performance does).
For MMFs, share classes do not develop specific investment strategies, they cover different types of distribution channels (and various share prices and fees for example) or different base currencies. Therefore, there is no specific additional risk nor performance engine at the level of the share class.
MMF reporting is due quarterly (annually for smaller funds), so this would be the appropriate frequency of reporting.

<ESMA_QUESTION_MMF_11>

1. : Which type of measure would you suggest using to report the quantified outcome of the credit assessment procedure? 
<ESMA_QUESTION_MMF_12>

We do not agree with reporting requirements in ESMA’s ITS asking to report quantified outcomes of the internal credit quality assessment procedure. Article 37(2)(d)(i) reads: “the characteristics of each asset , such as name, country, issuer category, risk or maturity and the outcome of the internal credit quality assessment procedure”. 
MMFR requires to report the outcome, not the “quantified” outcome of the internal credit quality assessment procedure.

<ESMA_QUESTION_MMF_12>

1. : With respect to reverse repurchase agreement, do you agree that the information requested is appropriate? With respect to repurchase agreements, do you think the value of cash received should be reported as a breakdown per investment purposes, i.e. liquidity management or investment in assets referred to in Article 15(6)? (given the information on the amount of cash received as part of repurchase agreements that is also requested). What should be the appropriate frequency of reporting on this information? Do you think the value of unencumbered cash should be reported as a breakdown per country where the bank account is located and currency? (given the information on deposits that is also requested) 
<ESMA_QUESTION_MMF_13>

Concerning items A.6.51 to A.6.54, we don’t find it useful to provide both the exposure in EUR and in the base currency. The amount in EUR should be sufficient.
Items A.6.51 to A.6.54 :
- why asking if the outcome of the internal credit assessment procedure is favorable / unfavorable ? We assume that if the outcome is unfavorable, assets should not be received as collateral.
-why making a distinction between assets mentioned in Art 15(6) and those mentioned in Art 15(2) ?
We do not agree with reporting requirements in ESMA’s ITS asking to report quantified outcomes of the internal credit quality assessment procedure.
Items A.6.57 : not relevant in the context of reverse repo collateral.
Items A.6.51 to A.6.68 : too many items concerning reverse repo. It should be lightened / simplified.
MMF reporting is due quarterly and annually for smaller funds. Therefore, this would be the appropriate frequency of reporting on this information.

We do not see the need to report unencumbered assets nor the subsequent breakdown of liquidity by country and currency. The introduction of unencumbered assets that is not defined in MMFR and the fact that this concept may be relevant in the banking industry but not for MMFs - where re-hypothecation and re-use are strictly limited or forbidden - are at the core of our reasoning.

<ESMA_QUESTION_MMF_13>

1. : Do you think the information on the investor ‘lock-up’ period in days (report asset weighted notice period if multiple classes or shares or units) is relevant in the case of MMFs (this information is included in the AIFMD reporting template)? )? Do you agree with the proposed way to report stress tests?
<ESMA_QUESTION_MMF_14>

Lock up periods for MMFs are highly hypothetic. We would stick to the MMFR requirements.
Reporting requirement should be strictly limited to what is expressly foreseen in the level 1 text. Article 28 in the MMFR requires for stress tests to be regularly conducted (at least every 6 months) by the MMF or the management company and, in case of vulnerability, requires an extensive report to be produced, submitted to the board of directors and, after amendments, submitted to the competent authority that will in turn send it to ESMA.

<ESMA_QUESTION_MMF_14>

1. : Do you identify other type of information that should be included in the requested information in the reported template? What would be in your view the consequences in terms of costs of the proposed options for the reporting template? Do you agree with the assessment of costs and benefits above for the proposal mentioned in the CBA (Annex III) on the reporting template? If not, please explain why and provide any available quantitative data on the one-off and ongoing costs (if any) that the proposal would imply. Do you have specific views on the potential use of the ISO 20022 standard?
<ESMA_QUESTION_MMF_15>

Most MMF are currently UCITS. As such they are not currently reporting under the AIFM template.
While it can be useful to consider the AIFMD template for the sake of reporting harmonization, we believe that the reporting under MMFR should stick to the MMFR requirements.
We expect the implementation of the reporting template to generate significant additional costs mainly linked to IT developments and additional human resources . As already highlighted, so far, our MMF are not under the AIFMD reporting.

<ESMA_QUESTION_MMF_15>

1. : Do you agree that the abovementioned references to EU/international standards are relevant in the context of the issuance by ESMA of guidelines on stress testing of MMFs? Do you identify other pieces of EU/International law that would be relevant in view of the work on ESMA guidelines on stress testing of MMFs?
<ESMA_QUESTION_MMF_16>

We agree with ESMA’s exercise to acknowledge existing practices at EU level, notably those referring to UCITS and AIFMD.  These seem consistent with FSB high level recommendations on the risks of run and fire-sales. Also, they do not oppose the US approach, although here again we insist that US and EU MMF markets are fundamentally different. Therefore, any reference to US regulation in this field should be certainly not used to be extrapolated into detailed implementation rules.

<ESMA_QUESTION_MMF_16>

1. : Do you have specific views on the interpretation of the requirements of Article 25(1) of the MMF Regulation on the meaning of the abovementioned “effects on the MMF”?
<ESMA_QUESTION_MMF_17>

In the MMFR there are provisions for a minimum level of daily and weekly liquidity. The MMFR deals with the issue of liquidity in another way than the bucket approach that has been introduced in the US. For this reason, we do not support the idea mentioned in  paragraph 205b (page 55) that volatility, as in the US MMF framework, would be a significant item when stress testing MMFs nor the reference to liquidity buckets made in paragraph 205c (page 56). 
Our view is that the stress tests outcome should be measured in terms of NAV impact and liquidity ratio. Therefore, we would agree with ESMA on criteria a, while the concept of ‘bucket’ in c) would be replaced by the exact reference to the MMFR requirement to comply with minimum ratios of liquidity.

<ESMA_QUESTION_MMF_17>

1. : Do you have views on the specifications of the following criteria:
- level of changes of liquidity of the assets with respect to Article 28(1)(a), 
- levels of changes of credit risk of the asset  with respect to Article 28(1)(b), 
- levels of change of the interest rates and exchange rates with respect to Article 28(1)(c), 
- levels of redemption  with respect to Article 28(1)(d), 
- levels of widening or narrowing of spreads among indexes to which interest rates of portfolio securities are tied  with respect to Article  28(1)(e), 
- identification of macro-systemic shocks affecting the economy as a whole with respect to Article 28(1)(f))? (how would set the calibration of the relevant factors in the case of the Lehman Brothers’ event, and the two proposed scenarios A and B? With respect to scenario B mentioned above, do you think the duration of 12 months is appropriate?)
<ESMA_QUESTION_MMF_18>

We believe that it can be useful, as an illustration, to list the different factors that could be taken into account when stress testing the MMF. Nevertheless, we think that whatever the criteria and scenarii contemplated, impacts on a MMF can be classified in 3 categories :
- impacts on credit spreads (at the portfolio level (WAL) or at the security level),
- impacts on interest rates (at the portfolio level (WAM) or at the security level), 
- impacts on redemptions.
Liquidity changes, macro-systemic shocks… will be reflected at portfolios’ level by a move in spreads or yields, and/or by in/outflows. 
Stress scenario should be kept simple as MMF have rather straightforward investment strategies. We think that a calibration of shocks based on historical events is relevant and levels should be set based on the strategy/specificities of managed portfolios. Therefore we are of the view that no specific level of stress testing should be imposed to managers. They should themselves define shock levels which are appropriate to the way funds are managed. We think that instead of considering multiple levels of shocks for the same parameter, we should focus on one extreme level. Consistently with regulators’ positions such as AMF’s Guide for Asset Management Companies “The use of stress tests as part of risk management”, we  believe that using a large number of stress tests makes it hard to analyze their results and therefore makes them less effective. 
Levels of changes of credit risk of the assets
Credit Spread is a reasonable proxy for credit risk as probabilities of default or rating migration could be hard to take into account in stress tests scenarios. To a certain extent, spread accounts for downgrade/ default risk.
Levels of redemption
X% redemption scenario should be complemented with assumptions about how assets would be sold to meet redemptions (proportionate liquidation or liquidation of the most liquid securities first), otherwise it makes it difficult to compare MMFs across EU countries. Also, assumptions are needed on how much market price impact will be incurred by these assets sales in a distressed or potentially illiquid market environment.
Macro-systemic shocks
A scenario combining 3 different factors (interest rates, credit spreads and redemptions) would be appropriate to stress a macro-systemic shock. In fact, Scenarios A or B described in paragraph 225 f. are a combination of worst case interest rates, credit spread and redemption level stress tests scenarios that are of great interest to MMFs. This shows how, in the end, macro-systemic shocks are the outcome of the other factors that are already being tested. We therefore see some redundancy in the use of macro-economic criteria.
We would not limit the time horizon to one year for historical data as it would have been almost useless in the months preceding the Lehman crisis.
We want to highlight the fact that stress tests give some information about the way a portfolio would react to extreme situations at a given time. As such, they give valuable information to fund managers. Nevertheless, we don’t think that a MMF should be managed with a “fail” or “pass” approach.

<ESMA_QUESTION_MMF_18>

1. : Are you of the view that ESMA should specify other criteria that should be taken into account? If yes, which ones?
<ESMA_QUESTION_MMF_19>

We do not think that additional criteria would make stress tests more robust and there is a risk of not being able to disentangle the effects of each element and not counting them properly. Complexity  is not always synonymous with efficiency : “using a large number of stress tests makes it hard to analyze their results and therefore makes them less effective” (see AMF’s Guide for Asset Management Companies “The use of stress tests as part of risk management”).

<ESMA_QUESTION_MMF_19>

1. : Are you of the view that other topic should be covered in the ESMA guidelines under the requirements of Article 28 of the MMF Regulation?
<ESMA_QUESTION_MMF_20>

We do not think that additional topics should be covered in the ESMA guidelines.

<ESMA_QUESTION_MMF_20>

1. : Do you agree with the assessment of costs and benefits mentioned in the CBA (Annex III) on the different options on the Guidelines on stress tests? If not, please explain why and provide any available quantitative data on costs (if any) that the proposal would imply.
<ESMA_QUESTION_MMF_21>

We agree with the costs and benefits highlighted. Nevertheless, we are supportive of option 1 as it will allow to have stress tests customized to the specificities of portfolios managed by each Asset Manager, and are of the view that using a large number of stress tests makes it hard to analyze their results and therefore makes them less effective (see AMF’s Guide for Asset Management Companies “The use of stress tests as part of risk management”).
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<ESMA_QUESTION_MMF_21>
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