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	Response Form to the Consultation Paper 

	Guidelines on Article 25 of Directive 2011/61/EU  


General information about respondent
	Name of the company / organisation
	Active Owners Denmark (formerly DVCA)

	Activity
	Venture Capital and Private Equity Fund Managers

	Are you representing an association?
	Yes

	Country/Region
	Denmark


Introduction
Please make your introductory comments below, if any
<ESMA_COMMENT_PFG_1>
Active Owners Denmark (formerly the Danish Venture Capital and Private Equity Association, DVCA) represents fund managers who have DKK 97 billion (€13bn) in assets under management. 
The aim of this consultation is to help ESMA draft guidelines in order to identify the “extent to which the use of leverage contributes to the build-up of systemic risk in the financial system, risks of disorderly markets or risks to the long-term growth of the economy”. 

As practitioners in the alternative investment fund market, we would like to make the following points as our contribution to the consultation. 

In general, we firmly believe that the application of the AIFMD since its adoption in 2011 has been successful in delivering effective and proportionate supervision of the alternative investment fund sector. In particular, the sector has demonstrated that it does not represent a systemic risk to financial market stability. At the same time, the alternative investment fund (AIF) sector has contributed to economic growth by providing capital to companies seeking to expand and by offering an alternative to bank-based financing. 

We would like to emphasise that the current application of the directive has led to a proportionate approach to the supervision of small- and medium-sized funds that is in line with their size and potential market impact in the event of adverse market conditions. 

Despite the success of the supervisory regime, we understand the desire of financial market regulators to monitor the AIF sector to ensure that it does not contribute to a build-up of systemic risk and that assessing leverage is an important indicator in the assessment of the sector’s impact on market stability. 

We therefore fully support the approach set out in the guidelines involving a two-step approach to funds where the first step identifies the funds whose degree of leverage requires additional supervisory attention and the second assesses the level of leverage-related systemic risk. 

Active Owners Denmark believes that the current method for identifying the funds under Step 1 is appropriate and proportionate. 
<ESMA_COMMENT_PFG_1>
Questions 

Q1 : What are your views on the frequency at which the risk assessments should be performed by NCAs?

<ESMA_QUESTION_PFG_1>

The current frequency of risk assessments is sufficient to provide data for NCAs to perform their tasks.
<ESMA_QUESTION_PFG_1>

Q2 : What are your views on the sample of funds to be included under Step 1? Do you agree in including in the risk assessment not only substantially leveraged funds but also funds not employing leverage on a substantial basis which may pose financial stability risks?

<ESMA_QUESTION_PFG_2>

We support the approach (on the funds to be included in Step 1). 

<ESMA_QUESTION_PFG_2>

Q3 : Do you agree with the proposed threshold identified under Step 1? Would you set the same threshold for all AIFs, or would you be in favour of setting different thresholds based for different types of AIFs (e.g.: real estate, hedge funds, private equity etc) or sub-types of AIFs (please specify) based on a statistical analysis (e.g. percentile)?  Should you prefer the latter option, please provide proposals and detailed arguments and justification supporting them.

<ESMA_QUESTION_PFG_3>
We understand the text as applying the same calculation method but adding a new two-step approach where Step 1 is defining which groups of funds NCAs should assess. We support applying the same calculation method. 

<ESMA_QUESTION_PFG_3>

Q4 : Would you identify other relevant transmission channels?

<ESMA_QUESTION_PFG_4>

No.

<ESMA_QUESTION_PFG_4>

Q5 : What are your views on using not only leverage indicators, but also other types of indicator such as those indicated under Table 2 of the draft Guidelines? Do you agree with the list of indicators provided?

<ESMA_QUESTION_PFG_5>

Active Owners Denmark has  no particular view on this question. 
<ESMA_QUESTION_PFG_5>

Q6 : What are your views on using not only AIFMD data but also other external data sources to perform the assessment? Which types of external data sources would you consider more useful for the purpose of performing the assessment under Step 2, other than those already identified in Annex of to the draft Guidelines? 

<ESMA_QUESTION_PFG_6>

We have no particular view on this question.

<ESMA_QUESTION_PFG_6>

Q7 : Which other restrictions would you consider as appropriate?

<ESMA_QUESTION_PFG_7>

We have no particular view on this question.

<ESMA_QUESTION_PFG_7>

Q8 : What are your views on the application of the leverage limits? Should those be applied only on the single fund or, where appropriate, limits should also be applied on group of funds? In this case, how would you identify the group of funds?

<ESMA_QUESTION_PFG_8>

The current application of the leverage limits is effective in differentiating between small- and medium-sized funds that pose little or no systemic risk and the larger funds that pose a greater potential risk to financial stability. 

<ESMA_QUESTION_PFG_8>

Q9 : How would you assess the efficiency of leverage limits in mitigating excessive leverage? 

<ESMA_QUESTION_PFG_9>

They are fully adequate.

<ESMA_QUESTION_PFG_9>
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