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	Date: 27 May 2019


[bookmark: _Toc280628648]Responding to this paper 
The European Securities and Markets Authority (ESMA) invites responses to the specific questions listed in the Consultation Paper on the amendment to Commission Implementing Regulation (EU) 2016/1646 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_CP_CRR_ITS_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;
· indicate the specific question to which the comment relates;
· contain a clear rationale; and
· describe any alternatives ESMA should consider.

Naming protocol
In order to facilitate the handling of stakeholders’ responses please save your document using the following format:
ESMA_CP_CRR_ITS_NAMEOFCOMPANY_NAMEOFDOCUMENT.
e.g. if the respondent were ESMA, the name of the reply form would be:
ESMA_CP_CRR_ITS_ESMA_REPLYFORM or 
ESMA_CP_CRR_ITS_ANNEX1

Deadline
Responses must reach us by 5 July 2019.
[bookmark: _Toc335141334]All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input - Consultations’.

Publication of responses
All contributions received will be published following the end of the consultation period, unless otherwise requested. Please clearly indicate by ticking the appropriate checkbox in the website submission form if you do not wish your contribution to be publicly disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. Note also that a confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
[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
	Association for Financial Markets in Europe
	Activity
	Banking sector

	Are you representing an association?
	☒
	Country/Region
	Europe



Introduction
Please make your introductory comments below, if any:

<ESMA_COMMENT_CP_CRR_ITS_1>
Overall, AFME and its members have strong reservations on the limited nature of the proposed list of main indices. In our view the revised list would:

· reduce significantly the volume of eligible collateral that market participants currently use; 
· impact market liquidity for securities that became ineligible; and 
· create an unlevel playing field problem, for instance, the US maintain a less prescriptive and more principle-based approach to recognising indices.

It is clear that ESMA has sought to explore a definition of liquidity by setting average daily turnover (ADT) thresholds under the new methodology (Option B), but the consultation does not include any details as to how these thresholds have been set and the impact of eligibility of indices using different threshold levels.  We believe an impact analysis is required to establish an appropriate threshold level consistent with the principle of eligible collateral being ‘sufficiently liquid’ without being unduly prudent.  For instance, the ADT threshold under the relative test under Option A was set at €100k, whilst under the new methodology the ADT threshold has been significantly increased to €500k / €1million depending on market capitalisation, which in itself suggests a material increase in the definition of what is perceived as ‘sufficiently liquid’. 

We are concerned that the universe of equity collateral which EEA banks are allowed to accept would be materially reduced if the current draft list of “main indices” were to be adopted, most significantly through exclusion of the Russell 3000 (for which the relative test under Approach A could not be performed) and Hang Seng Composite Index. Market-wide information is not available as no impact study has been performed, but we estimate that the reduction could affect a substantial proportion of currently used collateral; this would clearly place EEA banks at a major competitive disadvantage as other jurisdictions are adopting more flexible approaches.
<ESMA_COMMENT_CP_CRR_ITS_1>


Do you agree with the calibration of the parameters specified in new methodology proposed by ESMA to select the main indices for the purpose of the ITS? Please provide a detailed feedback.
<ESMA_QUESTION_CP_CRR_ITS_1>
We appreciate the work performed by ESMA to develop a test that can apply the same criteria for recognition of EEA and non-EEA indices. The focus on a single, simple parameter i.e. average daily turnover (ADT) is clear. However, the criteria for determining the appropriate level of ADT for small, medium and large cap stocks is not clear. 

Under the current approach (Option A), the threshold for ADT under the relative test is €100k.  Noting that this would be the only criteria by which to assess liquidity for small and medium cap stocks under the new methodology (Option B), ESMA has recommended different levels of ADT based on the market capitalisation of the stock:

1. smaller than EUR 10,000,000,000 should have a minimum ADT of EUR 500,000; 
2. greater than or equal to EUR 10,000,000,000 should have a minimum ADT of EUR 1,000,000.

As such, it would appear that to counter fewer criteria for determining eligibility, the threshold for assessing stock liquidity has been materially increased, by a factor of 5 or 10 based on market cap.  Industry would like to understand how ESMA has determined the appropriate level of ADT as an unduly prudent threshold could result in stocks that are otherwise known to be sufficiently liquid will no longer qualify as eligible; without a change in the liquidity risk profile of the entity.

We believe it would be appropriate for ESMA to perform an impact study, looking at which indices would qualify using different ADT thresholds.,
<ESMA_QUESTION_CP_CRR_ITS_1>
Do you agree with the list of indices analysed (please refer to the list provided in Table 6 in Annex V? If you believe that there should be additional indices to be considered, please provide details and also specify which test (and related methodology) they meet in order to qualify as main indices.
<ESMA_QUESTION_CP_CRR_ITS_2>
We ask that consideration is given to the Russell 3000, Hang Seng Composite Index and the Hang Seng China Enterprise Index.  

With respect to Russell 3000, we do not believe it is appropriate to remove this from the list without first having run the relative test under Option A.  Additionally, we ask that some consideration is given to applying a percentage to the level of securities required to achieve ADT of >100K EUR in the index. 

With respect to the Hang Seng Composite Index and the Hang Seng China Enterprise Index we have run the relative test under Option A and note that both of these indices pass the relative test and should therefore be recognised as main indices.

Constrains during the consultation process mean that we have not been able to analyse the list of indices in Table 6 of Annex V in full and therefore limited our comments to the indices that have been recommended for exclusion that will be most impactful.
<ESMA_QUESTION_CP_CRR_ITS_2>

Do you agree with ESMA proposal not to modify the approach to select convertible bond as main indices? If not, please explain why.
<ESMA_QUESTION_CP_CRR_ITS_3>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_CP_CRR_ITS_3>

Do you believe that there are new convertible bond indices that should be added to the ITS as main indices? If so, please provide details and evidence in support.
<ESMA_QUESTION_CP_CRR_ITS_4>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_CP_CRR_ITS_4>

CBA Q1: The first question aims at identifying the category of firm/entity you belong to:
<ESMA_QUESTION_CP_CRR_ITS_5>
	Category
	Number of employees
	Total turnover in 2018 (in millions of Euros)

	Trading Venue
	[1-50]
	TYPE YOUR TEXT HERE

	
	[51-250]
	TYPE YOUR TEXT HERE

	
	[251-1,000]
	TYPE YOUR TEXT HERE

	
	>1,000
	TYPE YOUR TEXT HERE

	Banks
	<1,000
	TYPE YOUR TEXT HERE

	
	[1,001-5,000]
	TYPE YOUR TEXT HERE

	
	[5,001-10,000]
	TYPE YOUR TEXT HERE

	
	>10,000
	TYPE YOUR TEXT HERE

	
Other sell side firms


	[1-50]
	TYPE YOUR TEXT HERE

	
	[51-250]
	TYPE YOUR TEXT HERE

	
	[251-1,000]
	TYPE YOUR TEXT HERE

	
	>1,000
	TYPE YOUR TEXT HERE

	Category
	Number of employees
	Asset under management on 31/12/2018 (in millions of Euros)

	Buy-side firm

	[1-50]
	TYPE YOUR TEXT HERE

	
	[51-250]
	TYPE YOUR TEXT HERE

	
	[251-1,000]
	TYPE YOUR TEXT HERE

	
	>1,000
	TYPE YOUR TEXT HERE


<ESMA_QUESTION_CP_CRR_ITS_5>

CBA Q2: (Only for stakeholders, other than a bank) Based on the draft ITS can you assess the impact of the changes detailed in the table below to the list of main indices? Please provide a feedback.
When assessing the impact please consider the possible use of equities or convertible bonds not included in a main index but traded on a recognised exchange which can be used as eligible collateral in relevant circumstances.

<ESMA_QUESTION_CP_CRR_ITS_6>
	
	Positive Impact (please explain)
	No Impact
	Negative Impact (please explain)

	Overall change to the list of main indices 
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	EEA eligible indices removed and whose components are not included in other indices.
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	Non-EEA eligible indices removed and whose components are not included in other indices
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	New EEA indices included in the list
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	New Non-EEA indices included in the list
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE


<ESMA_QUESTION_CP_CRR_ITS_6>

CBA Q3: (Only for Banks) ESMA has identified two macro areas under the CRR that would be affected by a change in the list of main indices and recognised exchanges: use of collateral for capital requirements purpose and use of collateral for counterparty risk (large exposure regime). Based on the draft ITS, for each of the following areas can you estimate the impact of the proposed changes?
When assessing the impact please consider the possible use of equities or convertible bonds not included in a main index but traded on a recognised exchange which can be used as eligible collateral in relevant circumstances.

<ESMA_QUESTION_CP_CRR_ITS_7>
	Use of collateral for capital requirements purpose
	Positive Impact (please explain)
	No Impact
	Negative Impact (please explain)

	Overall change to the list of main indices as per draft ITS
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	EEA eligible indices removed and whose components are not included in other indices.
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	Non-EEA eligible indices removed and whose components are not included in other indices.
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	New EEA indices included in the list
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	New non-EEA indices included in the list
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE






	Use of collateral for counterparty risk
	Positive Impact (please explain)
	No Impact
	Negative Impact (please explain)

	Overall change to the list of main indices as per draft ITS
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	EEA eligible indices removed and whose components are not included in other indices.
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	Non-EEA eligible indices removed and whose components are not included in other indices.
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	New EEA indices included in the list.
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	New non-EEA indices included in the list.
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE


<ESMA_QUESTION_CP_CRR_ITS_7>




CBA Q4: (Only for Banks) ESMA proposes a change in the list of main indices encompassing EEA and non-EEA indices. Based on the draft ITS, can you provide some information on the following measures?
<ESMA_QUESTION_CP_CRR_ITS_8>
	Percentage of collateral you hold currently, constituted by shares included in EEA indices as a percentage of total collateral held
	TYPE YOUR TEXT HERE

	Percentage of collateral you hold currently, constituted by shares included in non-EEA indices as a percentage of total collateral held
	TYPE YOUR TEXT HERE

	Percentage of collateral constituted by shares included in EEA indices affected by the change (as a percentage of total EEA indices collateral held)
	TYPE YOUR TEXT HERE

	Percentage of collateral constituted by shares included in non-EEA indices affected by the change as a percentage of total non-EEA indices collateral held
	TYPE YOUR TEXT HERE


<ESMA_QUESTION_CP_CRR_ITS_8>

CBA Q5: (Only for stakeholders, other than a bank) Are you affected by the changes to the list of main indices and recognised exchanges in the draft ITS? If so can you explain how and to what extent?
<ESMA_QUESTION_CP_CRR_ITS_9>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_CP_CRR_ITS_9>

CBA Q6: Based on the draft ITS can you provide an assessment of the time needed and the costs envisaged to adjust to the changes included in the draft ITS with regards to the list of main indices?
<ESMA_QUESTION_CP_CRR_ITS_10>
	Time needed
	TYPE YOUR TEXT HERE



	
	Low
	Medium
	High

	Costs
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	Estimated cost
	TYPE YOUR TEXT HERE


<ESMA_QUESTION_CP_CRR_ITS_10>



CBA Q7: Can you provide an assessment of the time needed and the costs envisaged to adjust to the removal of UK exchanges from the list of recognised exchanges?
<ESMA_QUESTION_CP_CRR_ITS_11>
	Time needed
	TYPE YOUR TEXT HERE



	
	Low
	Medium
	High

	Costs
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE
	TYPE YOUR TEXT HERE

	Estimated cost
	TYPE YOUR TEXT HERE


<ESMA_QUESTION_CP_CRR_ITS_11>
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