




	

Consultation Paper on the Draft guidelines on the reporting to competent authorities under Art. 37 of the MMF Regulation 



The European Fund and Asset Management Association (EFAMA) is pleased to have the opportunity to submit its response to ESMA’s consultation paper on “the Draft guidelines on the reporting to competent authorities under Art. 37 of the MMF Regulation”.

EFAMA is the representative association for the European investment management industry, through its 28 member associations and 62 corporate members more than EUR 16 trillion of investment fund assets at end Q3 2018. These assets were managed by almost 61,600 investment funds, of which close to 33,000 were UCITS (Undertakings for Collective Investments in Transferable Securities) funds, with the remaining funds composed of AIFs (Alternative Investment Funds). EFAMA represents 937 MMFs accounting for EUR 1,244.9 billion of MMF net assets at end Q3 2018.

General remarks: 

Keep the reporting simple and efficient.  EFAMA believes that data reporting should not be a costly exercise and considers it essential to strike the right balance between having an appropriate level of information and reducing the administrative burdens for MMF managers. 
· The MMFs framework provides for full disclosure of all portfolio underlying to be used by authorities to estimate and compare the liquidity profile of different MMFs. Therefore, guidelines affecting the management procedures on liquidity risk should be avoided: the bucketing of assets in different periods should reflect the assessment of the MMF manager.
· Stress tests results should only be reported when carried out and the duplication of the same information should be avoided in subsequent reports. 
· Finally, as there may be some issues in the reporting of collateral where no information on collateral is available for the single trade (where the collateral is based on net exposure), we would invite ESMA to consider the availability of information under EMIR and SFTR reporting.

Longer implementation periods. ESMA is proposing to use the ISO Standard 20022 as new standard and we are supportive of this approach. However, this standard is completely new from an investment fund reporting perspective and it would involve new IT implementing processes at the level of the management company as well as at the level of the national competent authority. It will be very difficult to implement the use of the format if ESMA publishes the final technical implementation standards by end of 2019 with the obligation for managers to deliver the first report in Q1 2020 using the new format. EFAMA would like to ask for a longer/more adequate transitional period that would give the market participants more time to establish an efficient and workable reporting system. 

Alignment with AIFMD reporting: As long as the same information needs to be reported for AIFs, the same reporting standards should apply for managers of MMFs. In particular, the jumble of different data standards and formats in regulatory reporting presents a huge burden for industry and supervisory bodies in both operational and financial terms. Enhancing consistency of regulatory reporting in terms of content is therefore strongly needed in order to keep the administrative burden for market participants at a reasonable level.

Q1: Are you of the view that there could be merits for managers of MMFs subject to yearly reporting in accordance with article 37(1) of the MMF Regulation to report on a quarterly basis so that their corresponding operational process is less burdensome?
· Yes, we believe it would be positive to give the opportunity for managers of MMFs subject to yearly reporting to report on a quarterly basis. 
· We would like however to highlight that managers of small MMFs who find it operationally more straightforward to report on an annual basis are not pressured into reporting on a quarterly basis/ made to feel there is an expectation on them to report quarterly. 

· With regard to paragraph 24 of the consultation paper, the first reporting should start with the first quarter (or half-year/year) of the reporting period of the MMF and not from the exact first date. This would be in line with the AIFMD reporting approach. 

Q2: Do you identify potential situations in which managers of MMFs do not have any information to report on MMFs other than those listed above (e.g. certain types of situations of liquidation of the MMF)? 
· Generally speaking, we invite ESMA to align the requirements for reporting under Article 37 of the MMFR with the practice adopted under AIFMD.

· We also welcome clarification on the situation of the fund that was never launched with regards to the “last reporting flag” as the fund may have limited information to report. 

Q3: Do you agree that the MMF Guidelines could specify which sources should be used by managers of MMFs if the base currency is not included in the list of currencies for which the ECB provides an exchange rate? If yes, which sources should be used in your view?

· There are different views amongst our membership - for some of our members sources for non-ECB exchange rates should be specified in the MMF guidelines; for others consistency with AIFMD is preferable, hence no specification of sources that should be used.
· However EFAMA would like to stress that it is important that asset managers are not subject to additional cost from reporting purposes, hence the sources should be typical market data providers that are already widely available (ie. from other central banks) and free of charge. 

Q4: Do you identify any other issue that would need to be specified in relation to the above section on “general principles” of the reporting template?
We have the following observations.
· Possible comments on a reported element: In our view, the indication of possible comment/assumption made to fulfil the reporting for the quantitative information should be limited as much as possible because it could have side effects on data quality. In any case, where comments are considered useful, we suggest aligning the reporting to the methodologies used in the context of AIFMD framework, where, instead of a drop-down approach, two specific fields (ID 14 –Question number for which assumption is provided and ID 15 – Assumption description – free text) are provided. The possible risk with a drop-down approach is that the proposed list may not be exhaustive, and a free text should be provided in any case. 
· Optional fields: We do not agree with the new definition of what ‘optional fields’ as opposed to ‘mandatory fields’ should mean as it does not seem to be in line with AIFMD. According to the ESMA Q&A on the application of the AIFMD, information marked as optional has to be reported if the AIFM has information to report. We understand the new proposed MMF approach so that information marked as optional needs to be reported in any case as long as they apply to the MMF. This could lead to the situation where the MMF would be required to report these fields even if the information is not available. We believe it should be clarified that the optional field renders a reporting item truly optional for MMF managers who can decide whether or not to submit the specific information.
· Changes to the no tolerance approach: some of our members have signalled that for fields where percentages are reported, the explanation of the reporting format (ie. Reporting the percentage as a number between 1 – 100) is useful, but the no tolerance approach to adding percentages can be unhelpful. Hence we would like to request for small tolerances to be built into the report where percentages are used, firstly allowing percentages to be reported to several decimal places, then allowing sensible tolerances when the total percentages marginally under or overshoot the 100%. Obviously the emphasis on accuracy should be on the actual figures (prior to being converted into percentages). 
· First Reporting Date: As some of our members are of the view to start reporting as of the inception date, then there would be no merit in submitting a blank form for the period in between the authorization date and inception date.

Q5: Do you agree that if an MMF is composed of different share classes that differ in relation to their base currency the base currency that should be included in field A.1.12 should be the base currency as specified in the accounting documents of the MMF or are you of the view that in that case the base currency of the largest share class should be included in field A.1.12? Would you see merit in aligning the inception date mentioned above in section X with the first reporting date, as defined in section II?
· EFAMA agrees that the base currency that would be used is the one specified in the MMF accounting documents.
· We do not see merit of in aligning the inception date with the first reporting date.
· Some of our members however see merits in starting the reporting from inception date rather than authorisation date because the investor activity and operational activity of the fund starts from inception date.

Q6: Do you identify any other issue that would need to be specified in relation to the above section on the block 1 of the reporting template?
· In general, we would like to suggest flexibility and make it optional to report no later than 30 days after the end of the reporting period, rather than the end of the quarter, since events (merger/ liquidation/ authorisation) may also occur shortly before the end of the quarter, thus leaving practically no time to prepare the correct reporting.  
· Regarding section XIV “Merge of an MMF” we have some comments on par.64 “Managers of MMFs should provide the last report of the MMF to their NCA not later than 30 days after the end of the quarter in which the MMF has been merged”. We suggest clarifying whether in case of merger of a MMF that has an annual report (below threshold), the rules of par.34  should be applied (procedures in case of “change” of reporting frequency from a yearly reporting to a quarterly reporting). For example, if the merger applies during Q2, after 30 days from Q2 it should be submitted to the competent Authority in H1 (which covers the months from the beginning of the year up to the merger date). 
· In addition, we would like to request ESMA that field A.1.16 (ECB code - MFI ID code - of the manager of the MMF) should be marked as ‘optional’. The issue is that the code is not used in practice and is in any case not considered as adequate from some of our members. In any case ESMA would be already able to identify the manager of the MMF through the LEI or the national code. However, from a data point of view, it should be clarified the procedure whereby managers of MMFs could request this code. It should be avoided that a code that is not needed creates additional cost for managers.

Q7: Are you of the view that the abovementioned specification leaves too much room for interpretation and would lead to data that is not comparable? Are you of the view that settlement periods should be taken into account and that, as a consequence, the last part of the abovementioned specification (“if it has as a non-negligible impact on the liquidity profile of the MMF”) should be removed?
As regard portfolio liquidity profile fields (A.4.7) we have some comments on both the method to be used for fulfilling the buckets (par. 81) and the settlement periods. 
· Unlike the AIFMD framework, a full disclosure of all portfolio underlying that could be used by authorities to estimate, and compare, the liquidity profile of different MMFs is available under MMF framework. Therefore, we suggest, as far as possible, to avoid any guidelines that could affect the management procedures on liquidity risk: the bucketing of assets in different periods should reflect the assessment of the MMF manager. 
· Par. 81 requires that “Managers of MMFs should report the percentage of the fund’s portfolio that is capable of being liquidated within each of the liquidity periods specified. Each asset should be assigned to one period only and such assignment should be based on the shortest period during which such a position could reasonably be liquidated at or near its carrying value. The total should equal 100%. If individual positions are important contingent parts of the same trade, managers of MMFs should group all of these positions under the liquidity period of the least liquid part.” The periods foreseen in the ITS are: 1 day or less, 2-7 days, 8-30 days, above 30 days. In our understanding, par. 81 requires that each investment should be assigned to a period only even if MMFs can liquidate part of their position earlier. Although this criterion may have some value in the AIFMD framework, we have reservations for its application under the MMF framework, considering the distinction between the list of eligible assets provided by the MMF Regulation for daily and weekly maturing assets and the bucketing of assets in different periods as defined by management procedures on liquidity risk of the MMFs.   
· Where the settlement date is considered (for all or part of the assets), it is worth noting that for almost all assets, even for the best liquid asset, the bucket allocated will be at least 2-7 days (the asset would be paid in two days (T+2)). So, with reference to the previous example, in the report table would be reported: 0% in the bucket 1 day, 6% in the bucket 2-7days, 4% in the bucket 8-10 days.
· To avoid inconsistency in comparing across funds, if settlement timing is taken into account, the regulation should clearly identify what settlement timings to apply.

Q8: Do you have any views in relation to the abovementioned formula on how to measure the monthly portfolio volatility or are you of the view that another formula would be welcome?
· The volatility is defined based on movement in the monthly returns of the fund. We would welcome more clarity on computation methodology, for example, whether distributions should also be factored in while computing the returns or should it be based on just the movement in shadow NAV of the fund over two periods. 
· Some members believe indeed that the formula represents a volatility of monthly portfolio returns rescaled to a yearly basis. If ESMA’s intention is to request reporting annualised volatility, then we would recommend describing it explicitly as annualised to avoid misrepresentations.

Q9: Do you identify any other issue that would need to be specified in relation to the above section on the block 2 of the reporting template?
· With regard to paragraph 87, we do not necessarily agree that the most representative share class should be understood as the share class associated with the highest NAV proportion or so at the end of the reporting period. This could be particularly misleading, for instance in the situation where the highest NAV changes just before the reporting deadline. The most representative share class should be selected by the manager based on principles of representativeness and consistency.
· As regards to the field A.4.5 [% of assets qualifying for the daily liquidity buffer], our members who manage permitted feeder funds or funds or funds believe that it should represent the underlying funds’ daily liquidity ratio in the case of permitted feeder funds or funds of funds structures (ie investing more than 92.5% in other funds). These structures are only allowed under the MMFR where they are marketed solely through employee savings schemes governed by national law and which have natural persons as investors. Redemptions in these specific MMFs are restricted by national law as Recital (30) of the MMF Regulation clearly mentions. These MMFs may only invest in other MMFs that all comply with the MMF Regulation – i.e. having their own daily liquidity ratio – we believe the daily liquidity buffer of MMFs marketed solely through employee savings schemes should continue to be looked at by transparency of their underlying funds.
· Given that macro stress test is essentially a multivariate test, is it fine to report the same result for section A.5.7 and A.5.8.

Q10: Do you identify any other issue that would need to be specified in relation to the above section on the block 3 of the reporting template?
· With regard to stress test reporting, clarification is needed on how the stress test fields (A.5.1 to A.5.10) should be filled in the reporting quarters when no stress tests have been carried, but we do not agree with the proposal that requires reporting the results of the last stress test, with information on their reference date, in the reporting quarters where no stress test are conducted. Data reporting should not be a costly exercise for MMF managers and we believe that it is essential to strike the right balance between having an appropriate level of information and reducing the administrative burdens. Since stress tests results would be reported in the quarterly reporting when carried, duplication of the same information should be avoided in subsequent quarterly reports. 
· Moreover, even if it is quite probable that stress test would be carried out with reference to the end of the year, we do not agree with par. 94 “[…] one of these dates should be the last day of the year” because it is not in line with article 28(3) of MMFR which only requires that stress test should be carried out at least twice a year, with no indication of their reference date. 
· Finally, we agree that for MMFs that have to report on an annual basis, only the latest stress test should be reported. We will see merit in clarifying this criterion also for MMFs reporting on quarterly basis that conduct different stress tests during the reporting period. The same approach should apply for MMF which report on a quarterly basis, but carry out stress tests only on a half-yearly basis as it is required under the MMFR. It must be avoided that managers of MMFs would be required to carry out quarterly stress tests because of reporting reasons.

Q11: With the respect to the CFI codes to be provided, do you identify any eligible asset not included in the table in the Annex of the Guidelines?
· Regarding the instruments that do not possess a CFI code, our members believe the generation of the CFI code should be done by the issuer of the instrument and in no case by asset managers. This ensures that the same instrument has only one CFI code so that data aggregation at the level of ESMA is facilitated. 
· In addition, it should be clarified that the CFI code is neither mandatory nor optional information. The CFI code is not used in practice. Moreover, according to the Delegated Regulation (EU) 2018/708, this code should be only provided if available, and if the ISIN is not available. Therefore, the reporting of the instruments should be limited to the Identifier (ISIN) and minimum master data to describe the instrument associated with the identifier. ESMA at least going forward with the help of the FIRDS financial instruments reference database implemented under MiFID2 should be able to identify the instruments directly.

Q12: Do you agree with the proposals of ESMA in relation to the domicile of the abovementioned assets? 
· EFAMA suggests consistency with the AIFMD approach. 
· Some of our members however see benefit in the approach for classifying domiciles for fields A.6.50 ff. The MMF guidelines should be amended as proposed by ESMA.

Q13: Do you agree that a category “supranational/multiple regions” should be included in the potential geographical areas to be chosen? If yes, could you provide examples of assets for which you would choose that category?
· EFAMA suggests a consistent geographical breakdown with AIFMD.
· Some of our members however agree that supranational/multiple regions should be included in geographical areas to choose from. The reason is that assets we would classify in this category would be bonds issued by supranational institutions and derivatives having an underlying of the aforementioned. Furthermore, derivative instruments with an underlying that has no clear geographical assignment (e.g. international index) should be classified thereunder. 

Q14: Do you agree that the clean price of the money market instrument (A.6.12), this field should always be reported in absolute terms (in monetary values, not in percentages)? Which of the 2 abovementioned options on the “base currency” mentioned in field A.6.13 would you favour: currency of the asset or the currency of the MMF?
· We agree that the clean price of the money market instrument (A.6.12) should always be reported in absolute terms (in monetary values).
· [bookmark: _GoBack]Regarding the base currency to be used to value field A.6.13 (clean price of a money market instrument) and all similar fields, we support the use of the currency of the fund (and not the one of the asset).  Having the same currency across all individual sub-funds will facilitate comparisons and completeness checks. Additionally this will also facilitate comparison with GAV/NAV and financial statements of the fund.

Q15 With respect to fields A.6.23 to A.6.25, would you identify any cases where there is no sponsor of an eligible securitization or asset backed commercial paper?

· To avoid any reporting from being rejected to lack of date, we would recommend to leave the option not to fill in that specific field. 

Q16: Do you identify other potential contract types that would need to be included in the list above in relation to field A.6.39?
· EFAMA would suggest to use the classification used in the AIFMD.
· We are also asking why there are separate categories for futures and futures on swap (and no category for other types of futures contracts such as options on future for instance) – same observation on forwards on a swap and forwards. 

Q17: Do you see merits in clarifying what should be the name of the underlying as referred to in Field A.6.45? If yes, which specifications would you expect?
· In order to ensure transparency and comparability with regards to field A.6.45 we suggest using internationally transparent security identifiers only. We do not see any merits or enhancements of transparency by having to incorporate short or long names of the underlying asset into the reporting, as these are neither comparable nor consistent. 

Q18: Are you of the view that ESMA should further specify what is meant by “exposure” in fields A.6.91 and A.6.92? If yes, which types of specifications would you suggest? 
· We agree on the definition of the gross exposure that ESMA is suggesting with reference to fields A.6.91 and A.6.92. 

Q19: Do you identify any other issue that would need to be specified in relation to the above section on the block 4 of the reporting template? In particular, in your view, how would the NAV of the MMF compare to the sum of the values of the fields on total market values (and quantity) of money market instruments, securitisation and ABCP, financial derivative instrument, unit or share of other MMF, deposit or ancillary liquid asset, repurchase agreement and reverse repurchase agreement (A.6.16 and A.6.11, A.6.34 and A.6.29, A.6.54, A.6.67 and A.6.69, A.6.80, A.6.91)? Do you have any comments on the table “CFI codes for eligible securities” included in the annex of the Guidelines?

· Credit quality assessment. Article 10 (1) of the MMFR, concerning eligible money markets instruments, provides that the MMF is authorized to invest only in those instruments that meet all the requirements listed in the same par. 1. Amongst them, point (c) of paragraph 1 states “that the issuer of the money market instrument and the quality of the money market instrument have received a favourable assessment pursuant to Articles 19 to 22”. However, article 10 (3) states that “point (c) of paragraph 1 shall not apply to money market instruments issued or guaranteed by the Union, a central authority or central bank of a Member State, the European Central Bank, the European Investment Bank, the European”. That said, in the field A.6.19 “Indicate whether the outcome of the internal credit assessment procedure is favourable/unfavourable” we see merit in clarifying if, and how, this field should be fulfilled when asset managers apply article 10(3) of MMFR.  As a possible option, we suggest marking this information as conditional, so if the answer to a possible question on the non-application of article 10(3) is positive, the corresponding conditional information (favourable/unfavourable) should be reported. Otherwise, no information should be reported.  
· Market value of the Collateral received. In general, the collateral is managed by reference to the (net) exposure deriving from all OTC derivative transactions made with the same counterparty. When more than one OTC derivative is used, the collateral, being attributable to the net sum of all debit and credit exposures, is not attributable to each individual OTC derivative. Similarity to OTC financial derivatives, collateral may not be collected at transaction level also for reverse repo/repo. We see merit in clarifying how these fields should be met when collateral is taken on the level of the net exposures between two counterparties, rather than at the transaction level. Since the reporting of collateral positions for OTC derivatives is also made under EMIR while for repo/reverse repo transactions under the new SFTR reporting regime, we suggest reporting that “no information is available” in these cases (where only a “0” value is not eligible). As a second option, where information on collateral should also be provided, the market value of any collateral that may refer to the same counterparty should be indicated. However, with this second option, all transactions (OTC derivatives and/or repo/reverse repo) with the same counterparty would have the same value in the fields (A.6.56 (A.6.57) or A.6.91 (A.6.92)).    
· Asset Description: We have certain guidance on how to report asset description for STS securitisation but not for other securities. We can have the asset description responded similar to AIFMD process which is more around combination of issuer name, yield/coupon, maturity etc. However, if ESMA is looking for this data field to be responded in a certain way, we would need further guidance.

Q20 Do you identify any other issue that would need to be specified in relation to the above section on the block 5 of the reporting template? In particular, in your view, how would the NAV of the MMF compare to the sum of the values of the fields on total market values (and quantity) of money market instruments, securitisation and ABCP, financial derivative instrument, unit or share of other MMF, deposit or ancillary liquid asset, repurchase agreement and reverse repurchase agreement (A.6.16 and A.6.11, A.6.34 and A.6.29, A.6.54, A.6.67 and A.6.69, A.6.80, A.6.91)? Do you have any comments on the table “CFI codes for eligible securities” included in the annex of the Guidelines?
· With reference to the field A7.11 “Payments to investors” ESMA is of the view that it should be specified that these payments include dividends. In our understanding, income reinvested back into the fund (accumulation fund/share) should not be included in this field. 
· Knowing its customer may be efficiently performed without being able to treat every cent invested through tracking down the ultimate beneficiary that invests through several channels. Therefore, maintaining some proportionality of means is of the highest importance, as long as intermediaries are still reluctant to give the detailed information on the liabilities of the fund. 
Q21 Do you identify any other issue that would need to be specified in relation to the above section on the block 6 of the reporting template?
· We would like to ask for clarification on paragraph 135 “With Respect to the price referred to fields B.1.4 and B.1.5 (price when the event occurs, using the amortised cost method with respect to B.1.5) the currency in which this price is express should be EUR” as we believe it should be the base currency of the fund instead of EUR. 


* * *
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