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[bookmark: _Toc280628648]Responding to this paper 
ESMA invites comments on all matters in this paper and in particular on the specific questions in Annex I. Comments are most helpful if they:
- respond to the question stated;
- indicate the specific question to which the comment relates;
- contain a clear rationale; and
- describe any alternatives ESMA should consider.

ESMA will consider all comments received by 1 April 2019. 

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


Instructions
In order to facilitate analysis of responses to the Consultation Paper, respondents are requested to follow the below steps when preparing and submitting their response:
· Insert your responses to the questions in the Consultation Paper in the present response form. 
· Please do not remove tags of the type <ESMA_QUESTION_LST_1>. Your response to each question has to be framed by the two tags corresponding to the question.
· If you do not wish to respond to a given question, please do not delete it but simply leave the text “TYPE YOUR TEXT HERE” between the tags.
· When you have drafted your response, name your response form according to the following convention: ESMA_LST_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESMA_LST_ABCD_RESPONSEFORM.
· Upload the form containing your responses, in Word format, to ESMA’s website (www.esma.europa.eu under the heading “Your input – Open consultations”).
Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise.  Please clearly and prominently indicate in your submission any part you do not wish to be publically disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. 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 not to disclose the response 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 Legal Notice.

Who should read this paper?
The main stakeholders to whom these guidelines would apply are managers of UCITS and EU AIFMs as well as EU depositaries overseeing UCITS and EU AIFs. The paper will also be of interest to trade associations, investors and consumer groups relating to UCITS and EU AIFs. 



General information about respondent

	Name of the company / organisation
	Amundi Asset Management
	Activity
	Investment Services

	Are you representing an association?
	☐
	Country/Region
	France


Introduction
Please make your introductory comments below, if any:

<ESMA_COMMENT_LST_1>
Amundi is Europe’s largest asset manager by assets under management and ranks in the top 10 globally. It manages more than 1.425 trillion euros of assets across six main investment hubs. Amundi offers its clients in Europe, Asia-Pacific, the Middle East and the Americas a wealth of market expertise and a full range of capabilities across the active, passive and real assets investment universes. Clients also have access to a complete set of services and tools. Headquartered in Paris, and listed since November 2015, Amundi is also the 1st asset manager in Europe by market capitalization. Thanks to its unique research capabilities and the skills of close to 4,500 team members and market experts based in 37 countries, Amundi provides retail, institutional and corporate clients with innovative investment strategies and solutions tailored to their needs, targeted outcomes and risk profiles.

Investment decision based on expected financial return and other non-financial criteria such as sustainability criteria is the first pillar of asset management. Risk management and governance are also at the core of our activity. As part of risk management stress testing is an efficient tool largely used for the benefit of investors. We are happy to share our experience through this answer to ESMA’s consultation on its proposed Guidelines on liquidity stress testing in UCITS and AIFs.

We would like to start with six general comments.

ESMA intends to address the request of ESRB in its April 2018 report. Recommendation C explicitly referred to liquidity stress tests (LST). We support ESMA’s initiative to take stock of this recommendation and agree on the principles based approach followed for Guidelines that explicit LST at fund level. 

We fear that ESRB had in mind a more transversal approach to identify potential systemic risk but we totally agree that LST should be adapted to each entity and is more meaningful at the level of individual funds which have their own risk profile. 

As further background, we note that where AIFMD explicitly requires AIFMs to conduct LST for each AIF there is no such requirement in UCITS directive. However, the general principle that requires UCITS to meet redemptions with cash imposes a strict liquidity risk management. The key difference is that the words “where appropriate” used when discussing LST show that under UCITS directive there is room for proportionality. This difference is not sufficiently reflected in the Guidelines. Note that we are conscious that flexibility requires a strong governance that helps asset managers endorsing their responsibility.

There is another point about scope in the introduction to the guidelines where we cannot agree. ESMA intends to apply the LST to all UCITS and AIFs, including MMFs which are subject to a specific regulatory framework in this field. The addition of 2 different LST frameworks would be an operational nightmare and a contradiction to the well-established principle that when regulators have decided for a specific treatment for a part of the population they intend this specific, and usually more demanding, framework to apply and replace less stringent and more general requirements concerning the same subject. We can also argue about the inclusion in the scope of closed ended funds with no liquidity risk on the liability side and where only excessive leverage could lead to liquidity stress and eventually to default. But default is not a typical liquidity issue. We recommend to exclude both MMFs and closed ended funds from the scope of the Guidelines. 

Conversely, we do agree with §14 in the introduction that LST is one of many tools to manage fund liquidity; it should not be considered in isolation. 

We also believe that it is possible to include ETFs in the scope, knowing that their subscription/ redemption mechanism is very peculiar and requires to be fully acknowledged in the Guidelines.

Before turning to the questions raised in the consultation paper, we want to make a specific remark concerning definitions. We find it counterproductive to introduce the notion of “ex post a-LMT” to qualify some but probably not all Liquidity Management Tools which have been extensively commented and recommended at international level by IOSCO and FSB. There is even in the Guidelines a sub category named “special arrangements” that designates specific types of ex post a-LMT accessible to AIFs (such as gates and side pockets). What used to be clear (LMTs) is now turning to total obscurity. We recommend that ESMA stick to simple and usual vocabulary.
<ESMA_COMMENT_LST_1>

1. 
: What additional costs and benefits would compliance with the proposed Guidelines bring to the stakeholder(s) you represent? Please provide quantitative figures, where available.
<ESMA_QUESTION_LST_1>
In the cost/benefit analysis, ESMA is not very attentive to effective costs that LSTs would impose on Asset Managers, based on the information that 93 % of them to realise LST already. This overlooks the fact that reverse stress testing is probably far less a common practice and requires specific developments. It does not account either for the frequency and type of LSTs which are currently conducted. We think that the balance between costs and benefits should be revisited, since there is evidence that new costs are involved and  that targeted LST is more efficient. Amundi adds that the real cost is largely dependent on the time which is allowed for compliance. IT developments demand time and are usually subject to strict budget procedures that are annual. As a consequence, we recommend to introduce a 2 year period before application.
<ESMA_QUESTION_LST_1>

1. : Do you agree with the scope of these Guidelines? Should certain types of funds be explicitly excluded from these Guidelines? Should MMFs remain in-scope of these Guidelines? 
<ESMA_QUESTION_LST_2>
We agree that Guidelines should have a large scope to cover all funds that present a potential liquidity risk not covered by a specific regulation. We follow this approach because we expect proportionality to be introduced according to the risk profile of concerned funds. As a consequence:
· We consider that MMFs should be out of scope because they are subject to a more stringent regulation totally adjusted to their specificities in terms of liquidity; furthermore, coping with 2 sets of rules that are not exactly aligned and which may further diverge when evolving at different paces is a disproportionate burden for MMF managers; lastly, it would amount to a clear recognition of a bad design of liquidity management approach in MMFR to add other standards;
· We suggest that also closed ended AIFs with leverage be outside the scope of the guidelines; the rationale behind is that there is no liquidity mismatch between investors’ expectations and underlying assets as long as the fund does not allow for any redemption (no soft close); this justifies ESMA’s view to exclude closed ended funds without leverage and focus on leveraged closed ended AIFs; their potential for liquidity difficulties stems from mismanagement through leverage and excessive market exposure that are monitored with usual risk management tools and not assessed through LST;
· We support the inclusion of ETFs in the scope of the Guidelines, because most of them are UCITS subject to the general regulatory framework that is recognised in many countries as a quality label for investors; of course their liquidity structure with Authorised participants and market makers must be taken stock of when designing LST for them; the Guidelines should be sufficiently flexible to allow asset managers to adapt;
· We ask for real proportionality to apply, for example to UCITS which are required to hold liquid assets and have strict exposure and leverage limits and usually enjoy a diversified client basis; they should benefit from adjustments in terms of granularity or frequency of LSTs.
<ESMA_QUESTION_LST_2>

1. : Is additional clarity required regarding the scope of these Guidelines? Is additional clarity required regarding the meaning of ‘nature, scale and complexity’ of a fund? Are there circumstances in which it would, in your view, be inappropriate for a UCITS to undertake LST?
<ESMA_QUESTION_LST_3>
Guidelines claim to be principles based. Accordingly, we find that the reference to ‘nature scale and complexity’ of a fund is clear enough to take on board flexibility, adaptability and proportionality. We regret that this phrase does not appear as an overarching rule but is used simply in Guidelines 4, 7 and 12. We even more regret that the Guidelines do not confirm the application of proportionality in different fields. Conversely, we do not object to the word ‘unjustifiable’ used in Guideline 9  which sounds somehow subjective.
<ESMA_QUESTION_LST_3>

1. : What are your views on when the Guidelines should become applicable? How much time would managers require to operationalise the requirements of these Guidelines?
<ESMA_QUESTION_LST_4>
The implementation of LST requires time. It is an illusion to believe that asset managers will not need to adapt their present processes to the new regulatory framework. Identifying gaps, judging the appropriateness to change or justifying the capacity to keep the existing scheme, extending the scope, amending the current classifications in terms of liquidity risk… A fund by fund approach requires attention and time. Then comes the need for IT development; it usually follows strict procedures going from identification, analysis, estimate of time and money required, budgeting process… Budget being annual, the identification of the necessary resources must be made more than a year ahead of development. Our experience is that cost can be maintained at a reasonable level if time for compliance is 2 years after the publication of the text. Accelerating the process is very penalising as it implies excess cost through the outsourcing  of the project or imposes arbitrages that will delay other developments deemed of a lower priority level.
<ESMA_QUESTION_LST_4>

1. : Do you agree with the proposed approach of setting out a list of Guidelines all funds should follow, and the provision of explanatory considerations to help managers comply with those overarching Guidelines? Do you see merit in including some of the explanatory considerations in the final Guidelines? 
<ESMA_QUESTION_LST_5>
We are puzzled with the presentation of the Guidelines followed by explanatory considerations. First, ESMA has not clarified the status of explanatory considerations. It is clear that Guidelines are soft law that becomes mandatory when endorsed by NCAs; explanatory considerations are different and they should be conceived as illustrations and good practices; we read them as such and ask for changes in the wording where they sound unduly prescriptive. Second, explanatory considerations are not situated next to the Guideline they explain; it reduces their pertinence and ‘to-the-pointness’ since they are not attached to one specific guidance; it also creates uncertainty when comments applying to 4, 5 or 6 guidelines will either be too generic or not literally adapted to all these guidelines. Globally, we feel it is not an improvement in the way ESMA produces Guidelines.
<ESMA_QUESTION_LST_5>

1. : Do you agree with the proposed Guidelines? What amendments, if any, should ESMA make to its proposed Guidelines?   
<ESMA_QUESTION_LST_6>
We agree with the following Guidelines and do not suggest any amendment to them: 1, 2, 3, 5 a to c, 9, 10, 11,12, 13, 14 and 15.

 We consider that Guidelines 4 adds on the level 1 requirement of a yearly frequency for LST and we ask for the deletion of the second sentence.

With regards to guidelines 5 d we suggest to limit it to the principle : Assist risk management monitoring and decision-making. We recommend to delete the remaining part of the proposed guideline.

We fear that guideline 6 be misleading. It suggests that LST could help to trigger the activation of contingency plan or Liquidity Management Tools. Crisis will not be detected by stress tests. We suggest to suppress the second sentence concerning LMTs and to amend the first sentence : ‘LST should be of assistance to a manager in preparing contingency planning and in identifying circumstances that could create a liquidity crisis for a fund’.

 In Guideline 7 we see a typographic error that prevents us to understand if paragraphs a), b) and c) represent together with the reference to frequency the 4 areas where ESMA recommends flexibility and proportionality; we ask for clarification in the presentation. 

Guideline 8 is too demanding when it uses the conjunction ‘and’: asset managers should have the liberty to design the scenarios that best fit the risk profile of a fund; we ask for a rewriting ‘LST may employ hypothetical, historical scenario as well as reverse stress testing where appropriate’. 
<ESMA_QUESTION_LST_6>

1. : Do you agree with the proposed explanatory considerations regarding LST of fund assets?
<ESMA_QUESTION_LST_7>
 First, we see the limits of the presentation of explanatory considerations dedicated to a limited number of Guidelines: 3,7,8,9,10. We think that the section Background for example has a larger scope than the 5 listed Guidelines and conversely we believe that it would be helpful to explicitly refer to one unique Guideline when appropriate, for example Guideline 8 when discussing scenarios.  

Second, we agree with the general presentation of the objective and the background. In particular we share the statement in §22 that ‘this section provides examples of different methods…’ and read it as general since it is positioned before going into any detail; the reference to ‘modelling asset liquidation’ is sufficiently encompassing to include not only the discussion about time to liquidation and liquidation cost but other points, like scenarios, developed in the section.

Third, in §23 we would like to introduce next to the reference to the interest of unit holders the principle of equal treatment and the consideration that an asset manager has for market integrity.

Fourth, we have expressed our reservations on some of the concerned guidelines and our suggestions for amendments do impact our view on the explanatory considerations. 
<ESMA_QUESTION_LST_7>

1. : What are your views on the requirement to undertake reverse stress testing, and the use of this tool?
<ESMA_QUESTION_LST_8>
We are surprised to see that principles based Guidelines become prescriptive. It appears that systematic application of reverse stress tests is not a good idea and should not be presented as an obligation for asset managers. Reverse stress testing cannot be developed on an industrial and generic basis, it requires a tuning to adapt to a given fund. The interest of liquidity reverse stress testing lies in the detailed analysis of the impact on cash of one factor or a combination of a limited number of factors and it comes as a focus to complement other risk management and stress testing tools. It explores situations that may not be plausible and goes beyond LST in many cases.

We ask for the capacity for asset managers to use those methodologies that are best adapted to the ‘nature, scale and complexity of the fund and its liquidity profile’ and we believe that application of the proportionality principle is a necessity in this field. It is the asset manager’s discretion to decide when to use reverse stress tests.
<ESMA_QUESTION_LST_8>

1. : Do you see merit in providing further considerations for managers on the use of data relevant to asset liquidity, particularly in circumstances when data is scarce?
<ESMA_QUESTION_LST_9>
We ask for a rewriting of § 30 by the suppression of the words ‘In all cases’ at the beginning of the second sentence and their replacement by ‘For example’. We like the pragmatic confirmation that asset managers should not be overly dependent on data providers  (whose fees are increasing very rapidly and represent  a non-marginal  cost) and may, as for §29, validate and correct price assumptions with traders. We do not see any need for further considerations on this item.
<ESMA_QUESTION_LST_9>

1. : Do you agree with ESMA’s wording regarding the asset liquidation method used in the LST model?  How would you describe the asset liquidation method used by you or the managers you represent?
<ESMA_QUESTION_LST_10>
Yes, we are thankful for ESMA not to discuss the choice between vertical slicing of waterfall approaches, since it is only a theoretical point. In practice the asset managers will act to the best interest of investors (and we would add, in the third bullet point of §33, a third category of unit holders the AM considers: the new subscribers) and not definitely alter the risk and liquidity profile of the fund. This requires flexibility, especially in stressed market conditions. Amundi is fully aware that flexibility requires proper governance to ensure that liberty is not used to reduce or circumvent but to guarantee investors’ protection. We insist on the importance of governance when conducting LST and presenting their results to the competent oversight body. 

Eventually, we believe that §32 is too demanding and suggest to delete the words ‘always’ at the end of the introductory sentence and ‘accurately’ at the beginning of the first bullet point.
<ESMA_QUESTION_LST_10>

1. : Do you agree with ESMA’s wording regarding ‘second round effects’? What is your current practice regarding modelling ‘second round effects’?
<ESMA_QUESTION_LST_11>
If we agree with the general presentation of second round effect in §36, we do not think that it is an issue for asset management. The most important part in assessing and mastering risks relies in the governance of the risk management process and the capacity for the persons in charge to anticipate and decide with proper knowledge of potential consequences.
<ESMA_QUESTION_LST_11>

1. : What are your views on the considerations on difficult to model parameters, such as price uncertainty? What is your current practice concerning this issue?
<ESMA_QUESTION_LST_12>
[bookmark: _GoBack]We do not think that it is possible, nor desirable, to model price uncertainty. It is another side of the responsibility of the asset manager to halt trading and subscription and redemptions (S/R) when prices can no longer be trusted. The pricing policy of the fund must be sufficiently precise to determine apropriate sources and methodologies. The ultimate tool is to suspend S/R but there are other LMTs that can apply before and in anticipation like swing pricing Interesting to note that the FCA introduced in the UK a mandatory suspension of S/R for real estate funds in case of pricing uncertainty. These rare circumstances will be addressed with adequate measures by the AM who must have organised a strong governance but should not be considered in a LST; they belong to the limitations of the exercise that the AM should be aware of.
<ESMA_QUESTION_LST_12>

1. : Do you agree with ESMA’s considerations on LST in funds investing in less liquid assets? What amendments should be made to the proposed wording? Do you think that ESMA should outline additional and/or specific Guidelines to be made in any other fund or asset types, such as ETFs?
<ESMA_QUESTION_LST_13>
Some assets are less liquid than others and we agree that this point must be raised in Guidelines dealing with LST. However we do not think that ESMA uses the most appropriate terminology. We would prefer to use the concept of ‘intrinsically illiquid assets’ developed by the FCA in the UK to clearly separate those assets that are structurally less liquid from those that are more or less liquid depending on market conditions and for which liquidity is a dynamic and moving reality. We recommend that ESMA prepare guidance on the definition of “intrinsically illiquid assets” and not try and comment on” less liquid assets” as foreseen in the second § of the box. The key principle with funds investing in intrinsically illiquid assets is to adapt liquidity terms of the fund to the liquidity of underlying assets. We think that the considerations on illiquid assets are addressed in the guidelines as an application of the proportionality principle. We recommend to reaffirm it more explicitly in the Guidelines. 

Concerning ETFs, we recommend to include them within the scope of the Guidelines. It is important that they are not left behind. LST for ETFs will take stock of the existence of both a secondary market on exchange or OTC with market makers where most of the trading takes place and a primary market where only Authorised participants (AP) can ask for subscription or redemption (sometimes in kind). This feature offers an extra layer of liquidity to end investors which is very positive from the strict point of view of LST. In summary, LST for ETF should comply to the Guidelines and asset managers should take stock of ETF’s specificities (including the contractual terms of the market making agreement) in the conception and calibration of LST.
<ESMA_QUESTION_LST_13>

1. : Do you agree with the considerations regarding LST on items on the liabilities side of a fund’s balance sheet?
<ESMA_QUESTION_LST_14>
On the liabilities side, the key question is for asset managers to have access to shareholding of the fund. We believe that the only way forward is to be pragmatic and build on what is accessible and reliable; Therefore we insist on having a non prescriptive approach in the Guidelines and the explanatory commentaries. 
<ESMA_QUESTION_LST_14>

1. : Do you agree with the considerations specifying the LST of redemptions and other types of liabilities may need to be considered distinctly, given a fund could potentially limit redemptions but not other sources of liquidity drain? 
<ESMA_QUESTION_LST_15>
We agree that other types of liabilities may need to be stress tested distinctly. Therefore we do not agree with the word ‘should’ in §50 when ‘may’ is what the regulator has in mind as proved by the wording of the present question. We also consider that LST should not overlap with stress tests on market or counterparty exposures.
<ESMA_QUESTION_LST_15>

1. : Do you agree with the requirement to reverse stress test items on the liabilities side of the fund balance sheet?
<ESMA_QUESTION_LST_16>
No. First, we have expressed our view that reverse stress testing should not be mandatory; it is an instrument helpful for an in depth analysis of the limit scenario that would put a fund at risk and should remain at the discretion of the asset manager. Second, on the liability side, we think that it is particularly difficult to know what should be stressed tested, except in the case of heavily leveraged AIFs where there is a clear risk that margin calls can dry up liquidity; typically reverse stress testing redemptions does not bring much information on top of stress testing the redemptions of the largest holders. 
<ESMA_QUESTION_LST_16>

1. : Do you agree with the requirement to incorporate investor behaviour considerations into the LST model ‘where appropriate’? Are there cases which you believe it would not be appropriate, and should these be detailed in these Guidelines?
<ESMA_QUESTION_LST_17>
Instead of ‘when appropriate’ we would write ‘when available and appropriate’ in order to acknowledge that access to data on the unit holders of a fund is not easy for asset managers. Irrespective of the administrative organisation, units marketed by distributors are usually included in omnibus accounts that mask the exact nature of end investors. This does not prevent to introduce reasonable assumptions in a LST. For example, we think that the proposed granularity on retail clients is too precise and not necessary; our experience is that large categories of holders is sufficient to stress test their behaviour; retail tend to have a similar comportment and can be, except for their holding through specific investment schemes like insurance or employees profit sharing funds, considered as following standard  historical patterns at global level.  

We think that the guidelines should not presuppose that it is appropriate to stress test behaviour in most cases and except only those specific cases that are listed. The approach is, on the contrary, to state in the guidelines that it is required when and if appropriate and available and mention in the explanatory commentaries cases where it is obviously not appropriate. We believe that there are several such cases: funds held by one single investor (ore several investors in the same group) as mentioned in foot notes 24 and 25, closed ended funds, club deal funds where investors know each other and have agreed on some restriction/coordination on redemption and long term funds where stable investors capture illiquidity premium…
<ESMA_QUESTION_LST_17>

1. : What do you think about ESMA’s Guideline stating that managers should combine LST results on both sides of the balance sheet?
<ESMA_QUESTION_LST_18>
We recommend to add in guideline 13 the words “when appropriate” as in the following one about aggregation. Yes, we consider that it is reasonable to combine LST on both sides of the balance sheet, but we insist that Guidelines should not be too prescriptive. In our opinion keeping open the choice for a methodology is not enough, asset managers should have the discretion to decide that the balance between administrative burden and benefit of a dual LST exercise is too negative. 

Only if they have similar investment strategies and profiles can we support the idea to compare LST results of different funds. In all other cases any benchmarking exercise can be dangerous and misleading. With funds comparable in terms of strategies and profiles we recommend, anyway, to avoid a prescriptive approach since there is no common practice in this field.
<ESMA_QUESTION_LST_18>

1. : What are your views on ESMA’s Guideline that aggregated LST should be undertaken where deemed appropriate by the manager? 
<ESMA_QUESTION_LST_19>
We are satisfied that ESMA introduces proportionality with the words “when appropriate”. We agree that we should address the question of aggregating holdings in order to gain a fair view of the time necessary to sell an asset if all portfolios need to. We do not think that LST is the appropriate tool to monitor this risk. We prefer the approach of aggregating families of funds as described in the answer to the following question.
<ESMA_QUESTION_LST_19>

1. : What is your experience of performing aggregated LST and how useful are the results? 
<ESMA_QUESTION_LST_20>
Current practice at Amundi relies on aggregating positions on a given financial instrument held by all funds forming a family of funds because they share the same type of investment strategy. They may actually have parallel comportment both on assets and, to a more limited extent, on liabilities. We add the total holding and compare it to a cap that is estimated to be immediately tradable. When the position exceeds  this cap the investment managers are informed and can prepare very swiftly to react if necessary. This tool is used for granting a proper governance in case several funds of the same family wish to sell at the same time and ensure a fair treatment among them.
<ESMA_QUESTION_LST_20>

1. : What are your views on ESMA’s considerations concerning the use of LST during a fund’s lifecycle?
<ESMA_QUESTION_LST_21>
If we agree that LST be used at different stages in the lifecycle of a fund, we nevertheless make the following comments on the limitations of LST.

When launching a new fund, the determination of appropriate redemption terms requires full attention of the New Product Committee who gives the internal green light. Risk department is closely involved in the process and may use LST to gain confidence that the proposed terms are adequate. However, we do not agree that LST should be systematically conducted. For example when speaking of funds with similar characteristics we think that duplicating what has been already tested not only theoretically but monitored with real data on an existing fund makes sense. It can be underlined that seed money is stable and the liquidity risk in the ramp up period is therefore different.

We are attentive to the fact that LST should not be considered as a tool that will trigger the use of a LMT. The activation of a LMT(as well its discontinuation) is a decision that may or may not be anticipated with the help of LST. The constant monitoring of the liquidity of the fund, immediate or 5 day liquidity, is the only way to prepare for a decision on LMT. We agree that LST is part of the liquidity risk monitoring, but its frequency and objective are not appropriate to be relied upon when activating LMT. Similarly when considering liquidation of a fund, we think that LST is not the best tool.
<ESMA_QUESTION_LST_21>

1. : What is your experience of the use of LST in determining appropriate investments of a fund?
<ESMA_QUESTION_LST_22>
Liquidity management is part of the job of the asset manager in charge of the fund. When preparing for an investment decision, the manager does not only consider financial and extra financial data (like ESG criteria) but also the risk profile of its portfolio. The remit for the asset manager is to maintain the risk profile of the fund and this includes liquidity risk. In most cases arbitrage between listed securities of the same asset class will not impact the liquidity profile of the fund and LST is not necessary to confirm this assumption. 
<ESMA_QUESTION_LST_22>

1. : In your view, has ESMA omitted any key uses of LST?
<ESMA_QUESTION_LST_23>
No.
<ESMA_QUESTION_LST_23>

1. : Do you agree with ESMA’s Guideline that LST should be undertaken in all cases annually, but that it is recommended to undertake it at least quarterly, unless a different frequency can be justified? What is the range of frequency of LST applied on funds managed by stakeholder(s) you represent?
<ESMA_QUESTION_LST_24>
No, we think that ESMA is not empowered to ask for more than what level 1 and level 2 texts require. To be more specific, AIFMD asks for a minimal annual frequency with unscheduled LST when circumstances require it. For UCITS the directive does not explicitly mention LST. We think that it is clear in the directives that Asset managers have the responsibility to determine when they carry LST at the minimum once annually and when otherwise required.
 
More important than LST is the continuous monitoring of the liquidity level and future level of each fund. Amundi has a strong process in that matter and does not think that running LST quarterly instead of once a year at the minimum would add value to the control of the liquidity risk. Typically, LST on most UCITS do not require a quarterly frequency.
<ESMA_QUESTION_LST_24>

1. : Should ESMA provide more prescriptive Guidelines on the circumstances which can justify a more/less frequent employment of LST?
<ESMA_QUESTION_LST_25>
No, ESMA should refrain from intruding in a prescriptive manner in the asset managers’ organisation on LST.
<ESMA_QUESTION_LST_25>

1. : Do you agree that LST should be employed outside its scheduled frequency (ad-hoc) where justified by an emerging/imminent risk to fund liquidity?
<ESMA_QUESTION_LST_26>
Asset managers take the ‘ad-hoc’ LST as a serious matter. LST is a very helpful tool when liquidity conditions deteriorate and in some cases, reverse stress testing specific factors will be necessary. However, we do not think that the wording “emerging/ imminent” risk is appropriate. When the risk is imminent, it might be too late for stress testing, you have to act and at that stage facts are more important than scenarios. The guidelines should not suggest that LST will be decisive to activate a LMT. As a risk management tool it is helpful to open eyes on potential risks and help identifying them and preparing to face them. It is not most efficient in a situation of hot crisis. Therefore, we prefer to use LST ahead of a crisis and recommend to use the words “when circumstances require” to underline that it is for the asset manager to decide.
<ESMA_QUESTION_LST_26>

1. : What are your views on the governance requirements regarding LST? 
<ESMA_QUESTION_LST_27>
Amundi sees the governance as the most important part in the organisation of risk management procedures and in particular on stress tests and liquidity stress tests. Excellent technical developments do not help if they are not taken into consideration in appropriate decision making committees. A risk culture can only develop when promoted and implemented by the top management. We see 3 main levels where a precise role has to be defined for a governing body: at the stage of the launch of a fund (New Product Committee), on an ongoing basis when implementing the investment strategy of a fund (with the control of market, liquidity, counterparty … risks) and in case of crisis (specific crisis management body). 
<ESMA_QUESTION_LST_27>

1. : Should more information be included in the UCITS RMP and AIF RMP? 
<ESMA_QUESTION_LST_28>
No. The existing Risk Management Procedures do include liquidity risk management and LST. <ESMA_QUESTION_LST_28>

1. : Do you have any views on how managers which delegate portfolio management can undertake robust LST, independently of the portfolio manager, particularly when the manager does not face the market?  
<ESMA_QUESTION_LST_29>
We agree that in case of delegation the delegator keeps the overall responsibility and has to organise properly in consequence. We have not experienced difficulties in this matter.
<ESMA_QUESTION_LST_29>

1. : Do you agree with the proposed Guideline for depositaries on carrying out their duties regarding LST?
<ESMA_QUESTION_LST_30>
Yes. The key point is made in the explanatory considerations under guideline 15. It is clear that if they check the existence and the application of LST procedures, depositaries should not duplicate nor discuss LSTs run by the asset manager.
<ESMA_QUESTION_LST_30>

1. : In your experience do depositaries review the UCITS RMP and AIF RMP as a matter of course?
<ESMA_QUESTION_LST_31>
Yes, as part of their controlling function. It may not be a standard procedure but it tends to develop more.
<ESMA_QUESTION_LST_31>

1. : Do you see merit in ESMA publishing further guidance on the reporting of results of liquidity stress tests? If so, in your view how should ESMA require that results be reported?
<ESMA_QUESTION_LST_32>
Amundi is not in favour of any guidance on reporting LST. Practices vary and it is a positive consequence of a principles based regulatory approach and of the diversity of funds and asset managers who have their own responsibilities. We furthermore fear that recommending a format for reporting would lead to comparison and benchmarking, which would be very dangerous and misleading.
<ESMA_QUESTION_LST_32>
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