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Responding to this paper
ESMA invites responses to the questions set out throughout this Consultation Paper and summarised in Annex 3. Responses are most helpful if they:
· respond to the question stated and indicate the specific question to which they relate;
· contain a clear rationale; and
· describe any alternatives ESMA should consider.
ESMA will consider all comments received by Wednesday 30th June 2021.
[bookmark: _Hlk65069037]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 steps below when preparing and submitting their response: 
· [bookmark: _Hlk65154841]Insert your responses to the consultation questions in this form.
· Please do not remove tags of the type <ESMA_QUESTION_MMFR_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_MMFR_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESMA_MMFR_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 EU Money Market Fund Regulation – legislative review’).


Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise. If you do not wish for your response to be publicly disclosed, please clearly indicate this by ticking the appropriate box on the website submission page. 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 ‘Data protection’.
Who should read this paper?
This document will be of interest to (i) MMF managers and their trade associations, as well as (ii) institutional and retail investors (and associations of such investors) investing in MMF. 

General information about respondent

	Name of the company / organisation
	European Association of Corporate Treasurers
	Activity
	Issuer Association

	Are you representing an association?
	☒

	Country/Region
	France


Introduction
Please make your introductory comments below, if any:

<ESMA_COMMENT_MMFR_1>
The EACT welcomes the opportunity to provide input to ESMA’s technical advice to the European Commission on a review of the EU’s Money Market Fund Regulation. Money Market Funds are an important cash management tool for businesses as they allow corporates to deposit their short-term cash balances in a secure manner and with quick access to their funds when needed. In addition, MMFs have the advantage of allowing diversification of corporates’ cash deposits, thereby reducing counterparty
risk. With a reluctance in the banking community to accept short-term corporate deposits due to regulatory constraints, it is critical to ensure that corporates have viable options for managing their cash balances.

Maintaining the LVNAV and CNAV fund structure for all European corporates is extremely
Important in light of the specific structural characteristics that these funds have, which VNAV funds do not and which make LVNAV and public debt CNAV funds viable as cash management structures for corporates – i.e. same day redemption, high quality liquid assets composition, as well as a credit rating.

The EACT understands the need to avoid systemic risk and the danger of underestimating the change of value of funds when liquidity dries up. MMFs provide non-financial corporations a mechanism to invest short term liquidity and manage working capital. MMFs unique structure offers a diversified short term investment opportunity with low credit risk compared to single name commercial papers or bank deposits. MMFs combine quick redemption and low credit risk. Should a new regulatory framework make redemptions too difficult, corporate users would likely turn to instruments with potentially higher credit risk, less diversified counterparty exposures and/or liquidity issues in times of market stress.
Short duration of assets MMFs hold limit the potential MtM fluctuations even during extreme market stress.
Having corporates invest in well-diversified funds with low credit risk reduces systemic risk as it’s unlikely a single corporate would face material losses versus the scenario where in-house portfolios of corporates are less diversified and potentially carry higher credit risk, and a single default in the portfolio might impact liquidity position of the investor materially and start a domino effect.
<ESMA_COMMENT_MMFR_1>




1.  i) Do you agree with the above assessment of the difficulties faced by MMFs during the COVID-19 March crisis? Do you agree with the identification of vulnerabilities? ii) What are your views in particular on the use of MMF ratings by investors? Are you of the view that the use of such ratings has affected the behaviors of investors during the March crisis?

<ESMA_QUESTION_MMFR_1>
During the market stress in March 2020 it could be observed that several MMF faced liquidity issues (especially certain LVNAV MMFs in USD and some VNAV MMFs in EUR). Besides the severe deterioration of the liquidity of the underlying money market instruments, it seemed that investors feared to be harmed by potential gates. They might have kicked in if the relevant regulatory thresholds were reached (esp. the weekly liquidity level of 30% for LVNAV funds) thus reducing the capacity to provide liquidity to investors who really need cash. Therefore there may be merit in a removal of the tie between MMF liquidity and gates

Regarding the use of ratings, corporate investors find ratings important as they facilitate an assessment of the credit quality of a given MMF above the internal credit quality assessments at fund level..
<ESMA_QUESTION_MMFR_1>

i) Do you agree with the above assessment on the potential MMF reforms related to the review of the MMF Regulation? ii) What are your views on the abovementioned assessment of the interaction between potential MMF reforms and the behaviour of investors during the MMF March 2020 crisis?
<ESMA_QUESTION_MMFR_2>
We disagree with the proposal to Eliminate stable NAV MMFs / Convert Public debt CNAV and LVNAV funds to Public Debt VNAV and VNAV / Convert only LVNAV funds to VNAV with the objective of limiting a dash for liquidity in stressed market conditions. For non-financial corporate investors in the money market, an important criterion is the cash-equivalence or cash-like liquidity that LVNAV and CNAV funds offer. This turns these specific fund structures into genuine alternatives to corporate short-term bank deposits. As ESMA observes, there was a high level of redemption at LVNAV and CNAV funds in the March 2020 crisis, yet ESMA also observes that no funds breached their regulatory liquidity thresholds. The increase in observable outflows is unsurprising as it corresponds largely to a significant temporary increase in corporate short-term liquidity needs that required a quick redemption of cash-like instruments to meet corporate funding needs. Ultimately this would suggest that the relevant fund structures performed as needed from a corporate cash management perspective and their use as an alternative to short-term bank deposits. Eliminating the only fund structures that exclusively contain high quality liquid assets and offer intra-day redemption and settlement could render large proportions of the money market unattractive for corporate investors.
<ESMA_QUESTION_MMFR_2>

Do you agree with the above assessment of the i) potential need to decouple regulatory thresholds from suspensions/gates and the corresponding proposals of amendment of the MMF Regulation ii) potential reforms of the conditions for the use of redemption gates? When you answer this question, please also take into account the grid of criteria listed in paragraphs 76 to 80.
<ESMA_QUESTION_MMFR_3>
Decoupling suspension gates from regulatory thresholds would remove the first mover advantage for redemption in stressed market conditions<ESMA_QUESTION_MMFR_3>

i) Do you agree with the above assessment of the potential need to require MMFs to use swing pricing and / or ADL / liquidity fees and the corresponding proposal of amendment of the MMF Regulation (including the above list of corresponding potential benefits and drawbacks)? ii) If you are of the view that swing pricing might not be workable for certain types of MMFs, which instruments would you suggest as an alternative for these types of MMFs going forward? When you answer this question, please also take into account the grid of criteria listed in paragraphs 76 to 80.
<ESMA_QUESTION_MMFR_4>
Should a new regulatory framework make redemptions too difficult, corporate users would likely turn to instruments with potentially higher credit risk, less diversified counterparty exposures and/or liquidity issues in times of market stress. Swing pricing could be a good alternative to equally distribute portfolio restructuring costs between investors (also during stressed market conditions), without restricting market liquidity in the same way that redemption gates would. Any swing pricing mechanism would need to be designed in such a way so as to not disincentivise MMFs as investment opportunities for corporates. <ESMA_QUESTION_MMFR_4>

i) Do you agree with the above assessment of the potential need to increase liquidity buffers and/or make them usable/countercyclical and the corresponding potential proposal of amendment of the MMF Regulation? ii) With respect to option 1 above, views are sought in particular on the relevant threshold (on the size of redemptions) from which WLA would need to be automatically adjusted. When you answer this question, please also take into account the grid of criteria listed in paragraphs 76 to 80.
<ESMA_QUESTION_MMFR_5>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MMFR_5>

What are your views on the potential need to eliminate CNAV and LVNAV funds, in light of the recent market developments, and the corresponding potential proposal of amendment of the MMF Regulation? When you answer this question, please also take into account the grid of criteria listed in paragraphs 76 to 80.
<ESMA_QUESTION_MMFR_6>
As indicated in the answer to question 2, we would caution against eliminating these fund structures.<ESMA_QUESTION_MMFR_6>

What are your views on the extent to which Article 35 of the MMF Regulation should be i) clarified ii) amended? When you answer this question, please also take into account the grid of criteria listed in paragraphs 76 to 80.
<ESMA_QUESTION_MMFR_7>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MMFR_7>

i) Do you agree with the above assessment of the potential need to assess the role of MMF ratings in light of the difficulties faced by MMFs during the March crisis, and the potential need to introduce regulatory requirements for MMF ratings? ii) In your view, based on your experience, what are the benefits of MMF rating from investors’ perspective, having in mind that rules applying to MMFs are already very stringent? What would be the likely consequence on investors from the downgrade of one or several MMFs? When you answer this question, please also take into account the grid of criteria listed in paragraphs 76 to 80.
<ESMA_QUESTION_MMFR_8>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MMFR_8>

Do you agree with the above assessment of the potential need to amend the requirements on stress tests included in the article 28 of the MMF Regulation? When you answer this question, please also take into account the grid of criteria listed in paragraphs 76 to 80.
<ESMA_QUESTION_MMFR_9>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MMFR_9>

Do you agree with the above assessment on the potential need to review the reporting requirements under the MMF Regulation? When you answer this question, please also take into account the grid of criteria listed in paragraphs 76 to 80.
<ESMA_QUESTION_MMFR_10>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MMFR_10>

Do you agree with the above assessment of the potential need to include additional requirements in the MMF Regulation, and/or potentially in other types of EU piece of legislation on the disclosure of money market instruments (MMIs) and main categories of investors to regulatory authorities (e.g. detailed information on liabilities)? When you answer this question, please also take into account the grid of criteria listed in paragraphs 76 to 80.
<ESMA_QUESTION_MMFR_11>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MMFR_11>

i) Do you agree with the above assessment on the potential creation of a LEF? When you answer this question, please also take into account the grid of criteria listed in paragraphs 76 to 80. ii) Several open questions related to the creation of the LEF, on which ESMA would specifically welcome feedback from stakeholders, include:
· What should be the appropriate size of such a pooling vehicle as the LEF?
· In terms of funding, how much MMF would have to pay each year to participate in the pool? How much of the funding would/should be provided by other sources?
· How long would it take to establish such a LEF?
· Under which conditions would the LEF be activated?
· Who would be responsible for activating the LEF.

<ESMA_QUESTION_MMFR_12>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MMFR_12>

Do you agree with the above assessment on the potential need of further clarification of the requirements of articles 1 and 6 of the MMF Regulation? When you answer this question, please also take into account the grid of criteria listed in paragraphs 76 to 80.
<ESMA_QUESTION_MMFR_13>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_MMFR_13>
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