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Response Form to the Consultation Paper 
Draft Regulatory Technical Standards under the Benchmarks Regulation		




Responding to this paper 
ESMA invites comments on all matters in this paper and in particular on the specific questions summarised in Annex 1. 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 9 May 2020. 
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_CP_BRTS_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_BRTS_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESMA_BRTS_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”  “Consultation on MiFIR report on Systematic Internalisers in non-equity instruments”).

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
This paper may be specifically of interest to administrators of benchmarks, contributors to benchmarks and to any investor dealing with financial instruments and financial contracts whose value is determined by a benchmark or with investment funds whose performances are measured by means of a benchmark.


[image: esma_8_V3]


ESMA REGULAR USE
	9 March 2020
ESMA70-156-2429  -



[image: esma_8_V3]

ESMA • 201-203 rue de Bercy • CS 80910 • 75589 Paris Cedex 12 • France • Tel. +33 (0) 1 58 36 43 21 • www.esma.europa.eu

[bookmark: _Toc515564428]


General information about respondent
	Name of the company / organisation
	Invesco
	Activity
	Investment Services

	Are you representing an association?
	☐
	Country/Region
	International




Introduction
Please make your introductory comments below, if any
<ESMA_COMMENT_CP_BRTS_1>

Invesco welcomes the opportunity to contribute to the European Securities and Markets Authority (ESMA) consultation on the draft Regulatory Technical Standards (RTS) under the Benchmarks Regulation (BMR). We were also grateful for the opportunity to participate in the ESMA Open Hearing on 29 May.

While Invesco is most commonly known as a global investment management firm, we also develop and licence customised, proprietary indexes through Invesco Indexing LLC (IILLC), an Invesco subsidiary, which is recognised in the EU as a third-country benchmark administrator under Article 32 of the BMR. The ESMA register of thrd-country benchmarks currently lists 125 IILLC administered (non-significant) indexes.

As such, in responding to this consultation from the perspective of a recognised third-country benchmark administrator, we have focused on the following areas;

draft RTS in respect of governance arrangements; and
draft RTS in respect of methodology.

On each of these items, Invesco can provide further detail at ESMA’s request.


<ESMA_COMMENT_CP_BRTS_1>







Questions 

Q1 : Do you agree with the governance arrangements set above? Do you have any additional suggestions? Please specify.
<ESMA_QUESTION_CP_BRTS_1>


Invesco agrees with the governance arrangements as set out in Annex II (Section 7.2.1) of the consultation, which refer to benchmark administrators’ organisational structure, the roles and responsibilities of accountable persons and transparency provisions.

We also note that ESMA stated during the Open Hearing on 29 May that it will consider any relevant provisions of the joint EBA/ESMA guidelines on the assessment of the suitability of members of the management body as regards internal governance structures. As a global firm, Invesco strongly encourages regulatory clarity, coherence and consistency at all levels of policymaking, and welcomes ESMA’s commitment in this regard.


<ESMA_QUESTION_CP_BRTS_1>

Q2 : Do you agree that administrators should have in place a remuneration framework?
<ESMA_QUESTION_CP_BRTS_2>


[bookmark: _Hlk42112416]Yes, we agree that benchmark administrators should have in place a robust remuneration framework which ensures appropriate compensation for persons involved in the provision of the benchmark and avoids any potential conflicts of interest.


<ESMA_QUESTION_CP_BRTS_2>

Q3 : Do you agree that the same requirements should apply to an administrator that is a natural person? Please elaborate.  
<ESMA_QUESTION_CP_BRTS_3>


TYPE YOUR TEXT HERE


<ESMA_QUESTION_CP_BRTS_3>

Q4 : Do you think that other conditions should be taken into account to ensure that the methodology complies with the requirements of the BMR? Please specify.
<ESMA_QUESTION_CP_BRTS_4>


Invesco supports the principle of Article 12 of the BMR which seeks to ensure that the methodology underpinning the administration of a benchmark is, inter alia, robust and reliable.

With respect to the proposed rules around the exercise of discretion in the determination of a benchmark, while IILLC does not itself exercise discretion in the administration of the benchmarks it provides in the EU, we seek clarity from ESMA as to whether such rules would apply to the outsourced services provided to IILLC by a third-party service provider (e.g. a calculation agent) not subject to the BMR.

For example, is it ESMA’s expectation that a benchmark administrator’s service level agreement (SLA) with a third-party service provider would be sufficiently prescriptive so as to require compliance with the rules around the exercise of discretion as set out in Annex II (Section 7.2.2) of the consultation? Further, does ESMA expect a benchmark administrator to require that a third-party service provider evidences its compliance with these rules, and to monitor compliance on an ongoing basis? 

[bookmark: _GoBack]In our view, the draft RTS do not provide sufficient clarity on the above and, therefore, we strongly encourage ESMA to provide further information in this regard.


<ESMA_QUESTION_CP_BRTS_4>

Q5 : Do you consider that additional requirements are needed to ensure that the methodology is traceable and verifiable? Please specify.
<ESMA_QUESTION_CP_BRTS_5>


We believe that ESMA’s requirements with respect to record keeping are very clear and, therefore, we do not consider that additional requirements are needed to ensure that the methodology is traceable and verifiable.


<ESMA_QUESTION_CP_BRTS_5>

Q6 : Do you think that the back-testing requirements are appropriate? Please specify.
<ESMA_QUESTION_CP_BRTS_6>


In responding to this question, we assume that the requirements set out in Annex II (Section 7.2.2) with respect to back-testing are risk-based, and that it is therefore the responsibility of the benchmark administrator to confirm whether its internal controls are appropriate and fit for purpose.

Based on this assumption, we believe that the back-testing requirements, as set out in Annex II (Section 7.2.2) of the consultation, are appropriate, though the RTS as currently drafted would benefit from a clearer articulation as to how the principle of proportionality would apply to the administrators of non-significant benchmarks who choose not to avail of the relevant opt-out provisions. Again, we welcome ESMA’s commitment to ensuring proportionality, as was stated during the Open Hearing on 29 May.


<ESMA_QUESTION_CP_BRTS_6>

Q7 : Do you agree with the requirements set out above? Do you have any additional suggestions? Please specify.
<ESMA_QUESTION_CP_BRTS_7>


TYPE YOUR TEXT HERE


<ESMA_QUESTION_CP_BRTS_7>

Q8 : Do you agree with the systems suggested for the surveillance of market manipulation? In particular, do you think that an automated system should be required only when it appears to be adequate according to the nature, scale and complexity of the benchmark? Please specify.
<ESMA_QUESTION_CP_BRTS_8>


TYPE YOUR TEXT HERE


<ESMA_QUESTION_CP_BRTS_8>

Q9 : Do you think that other criteria should be considered in relation to the transition of the provision of the critical benchmark to a new administrator? Please specify. 
<ESMA_QUESTION_CP_BRTS_9>


TYPE YOUR TEXT HERE


<ESMA_QUESTION_CP_BRTS_9>

Q10 : Do you think that other criteria should be considered in relation to the cessation of the provision of a critical benchmark? Please specify. 
<ESMA_QUESTION_CP_BRTS_10>


TYPE YOUR TEXT HERE


<ESMA_QUESTION_CP_BRTS_10>

Q11 : Do you agree with the criteria under which competent authorities may require changes to the compliance statement? Please specify
<ESMA_QUESTION_CP_BRTS_11>


TYPE YOUR TEXT HERE


<ESMA_QUESTION_CP_BRTS_11>

Q12 : Do you agree with the criteria under which competent authorities may require changes to the control framework requirements? Please specify
<ESMA_QUESTION_CP_BRTS_12>


TYPE YOUR TEXT HERE


<ESMA_QUESTION_CP_BRTS_12>
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