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Reply form
On the Regulatory Technical Standards on Liquidity Management Tools under the AIFMD and UCITS Directive


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 8 October 2024. 
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 Call for Evidence, respondents are requested to follow the below steps when preparing and submitting their response:
•	Insert your responses to the questions in the Call for Evidence in this reply form. 
•	Please do not remove tags of the type < ESMA_QUESTION_GLMT_0>. 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 responses, save the reply form according to the following 	convention: ESMA_CP1_GLMT_nameofrespondent. 
	For example, for a respondent named ABCD, the reply form would be saved with the 	following name: ESMA_CP1_GLMT _ABCD.
•	Upload the Word reply form containing your responses to ESMA’s website (pdf 	documents will not be considered except for annexes). All contributions should be 	submitted online at https://www.esma.europa.eu/press-news/consultations/consultation-liquidity-management-tools-funds under the heading ‘Your input - 	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 publicly 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 ‘Data protection’.
Who should read this paper?
This document will be of interest to alternative investment fund managers, AIFs, management companies, UCITS, and their trade associations, depositories and their trade associations, as well as professional and retail investors investing into UCITS and AIFs and their associations. 
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General information about respondent
	Name of the company / organisation
	ICMA
	Activity
	Trade Association
	Country / Region
	International


Questions 
1. Do you agree with the proposed characteristics of suspension of subscriptions, repurchases and redemptions? If not, please justify your position.
<ESMA_QUESTION_SLMT_1>
We agree with the proposed characteristics, but in certain situations, it may be beneficial to close the fund for redemptions only, while still allowing subscriptions. This approach can help improve the fund’s liquidity by allowing new capital inflows while preventing forced asset sales during periods of market stress.
Also, an AIF may suspend subscriptions without suspending redemptions if it considers this necessary for the management of the fund, without this being considered a liquidity management tool. For example, this could apply to a fund that has reached its maximum size. Dependent on the fund rules, there are also funds that have different times of subscription (e.g. twice a month) but only redeem once a month.
Thus, in order to retain the necessary flexibility of allowing suspensions of redemptions or suspensions of subscriptions on an individual basis, we propose the following amendment to the drafting of the first characteristic which is detailed in paragraph (2) as well as first point of Article 1:
Suspensions of subscriptions, repurchases and redemptions can be applied independently from each other at the discretion of the fund manager. In the case where Ssuspensions of subscriptions shall apply simultaneously to suspensions of subscriptions, repurchases and redemptions, they shall apply and for the same period of time.

<ESMA_QUESTION_SLMT_1>

1. Do you agree that orders that have been placed but not executed before the fund manager suspends shall not be executed until the suspension is lifted? If not, please explain why these orders shall be executed.
<ESMA_QUESTION_SLMT_2>
We agree in principle, but in practice there needs to be flexibility to allow fund managers to honour particular contractual obligations which would be complex to reverse or put on hold, and investors should also be offered the option to cancel the non-executed part of their redemption order subject to the consent of the AIFM, provided this is disclosed in the prospectus. Furthermore, the AIFM should also have the possibility to proceed differently for example, by cancelling all orders received before the suspension, and requiring investors willing to subscribe or redeem to place new orders, as long as this is clearly documented in the fund’s legal documentation.
Moreover, fully limiting execution until suspension is lifted may cause some operational and cross-border issues for a typical mutual fund. There needs to be the necessary flexibility for funds distributed via straight through processing (STP) procedures to account for time zone differences. For example, investors from Asian markets using STP notification processes to European funds will send their orders during Asian working hours which operate before the European markets are open. These Asian investors risk being disadvantaged for having chosen European funds, over the local Asian ones, if their orders are not executed. Managers are contractually obliged to honour these orders and enable them to pass automatically to the transfer agent, per the terms of business. It would be operationally very complex and challenging to reverse these types of deal flows.
It should thus be recognized in the RTS that fund managers have the flexibility to act in the best interest of investors and fulfil their contractual obligations. We therefore propose the following amendment:
4.	Subscriptions, repurchases and redemptions orders that have been placed, but not executed before the subscriptions, repurchases and redemptions of the AIFs/UCITS are suspended, shall not be executed, if possible, and acting in the best interest of investors,  before the suspension of subscriptions, repurchases and redemptions is lifted.

<ESMA_QUESTION_SLMT_2>

1. Once the fund is reopened for subscriptions, repurchases and redemptions, what would be your approach to redemption orders that have not been executed before the fund was suspended?
<ESMA_QUESTION_SLMT_3>
The choice of approach to redemption orders that have not been executed before the fund’s suspension should be at the discretion of the AIFM, and depends on the fund, its underlying assets and investor base. Therefore, the AIFM should have the flexibility to choose the most appropriate methods between cancelling all orders received before the suspension and requiring investors willing to subscribe or redeem to place new orders, or executing the orders that have not been executed before the fund was suspended, as long as the approach is clearly documented in the fund’s legal documentation.

<ESMA_QUESTION_SLMT_3>

1. Do you think there are circumstances where subscriptions, repurchases and redemptions may not be reopened simultaneously? If yes, what are these circumstances?
<ESMA_QUESTION_SLMT_4>
As described in response to Q1, there are circumstances where suspensions of redemptions and subscriptions are not interrelated and occur on separate basis and therefore cannot be limited to being activated on a simultaneous basis. Similarly, reopening subscriptions before redemptions can serve as a transitional step towards full reopening of the fund, allowing new capital from subscriptions to improve liquidity of the fund.
It is also important to reiterate that subscriptions and redemptions are two distinct mechanisms. While the suspension of redemptions is a liquidity management tool, the suspension of subscriptions can be used in certain situations such as difficulties in valuing the assets of the fund or when the fund has reached its maximum size.

<ESMA_QUESTION_SLMT_4>

1. Can you think of any further characteristics of suspension of subscriptions, repurchases and redemptions?
<ESMA_QUESTION_SLMT_5>
No. However, it is important to keep the necessary flexibility and to note that subscriptions and redemptions are not interrelated (as described in Q1 and Q4).

<ESMA_QUESTION_SLMT_5>

1. Do you think there is merit for the characteristics of suspension of subscriptions, repurchases and redemptions gates to differ between different investment strategies and between AIFs and UCITS? If yes, how?
<ESMA_QUESTION_SLMT_6>
We believe AIFMs should benefit from flexibility regarding the proposed characteristics depending on the nature of the underlying assets and the investor base, and should be allowed to consider alternative characteristics, provided this is documented in their legal documents and that the spirit of the Directive is respected.

<ESMA_QUESTION_SLMT_6>

1. Do you agree with the description of redemption gates and their characteristics? If not, please justify your position.
<ESMA_QUESTION_SLMT_7>
We agree in principle, but the characteristics should be widened also to capture both redemptions and subscriptions. The RTS assume that liquidity issues only arise when a fund is trying to sell assets, but this pressure can equally arise when a fund is trying to buy assets. The drafted characteristics do not recognise that gates or “soft closures” may also be required due to liquidity pressures emanating from subscriptions. 

<ESMA_QUESTION_SLMT_7>

1. The draft RTS provides that the redemption gate threshold shall be expressed as a percentage of the NAV of the fund considering the net redemption orders for a given dealing day. Are you aware of any other method that ESMA should consider in the RTS? If yes, please explain. 
<ESMA_QUESTION_SLMT_8>
We are supportive of the proposed operation of redemption gates given the discretion provided to the operator of the fund to decide whether to activate the gate. However, we are not fully supportive of the method considered by ESMA in the RTS for the redemption gate threshold as defined in Article 2 (1) of the draft RTS “net redemption orders an AIF receives for a given dealing date, in proportion to the NAV of the AIF”.
The proposed approach can be problematic since, for funds where subscriptions are managed through a queuing system with capital calls made on demand, subscription orders might already be partially or fully allocated to upcoming investments and binding commitments made by the AIF and thus, cannot be used to meet redemption requests. In some cases, such as for real estate funds, the subscription orders have already led to binding commitments and therefore cannot be withdrawn.
To address this, Article 2 (1) could either focus solely on "redemption orders" rather than "net redemption orders", or define the net redemptions to exclude any subscription orders that have been allocated to binding commitments. We thus propose the following options as alternative drafting:
“A redemption gate shall include an activation threshold predefined, as the net redemption orders an AIF receives for a given dealing date in proportion to the NAV of the AIF”.  
“A redemption gate shall include an activation threshold predefined, as far as possible, as the net redemption orders an AIF receives for a given dealing date, excluding any subscription orders that have been previously allocated to binding commitments made by the fund as part of its investments, in proportion to the NAV of the AIF”.  
Considering only the redemption orders, or at least excluding any subscription orders that have been allocated to binding commitments, allows for a better reflection of the fund's real ability to meet redemption requests without relying on subscription orders that may not be available.
In addition, alternative approaches and/or methodologies for defining the activation threshold should not be excluded, as they can better accommodate various liquidity management practices. Specifically, while the draft RTS suggests setting the redemption gate threshold based on net redemption orders for a single dealing day, a rolling period approach might be more suitable for some funds. This method provides a more comprehensive view of redemptions trend over time, allowing for a less reactive and more stable approach. For example, a fund with a bi-weekly dealing frequency could use a rolling three-month period to determine the activation threshold, rather than relying on a single dealing day.
Additionally, under this approach, reimbursements would be made up to a minimum percentage specified by the Management Company and disclosed in the fund rules, which may differ from the activation threshold level.
Moreover, it should be possible for a portfolio manager to express the threshold as a currency amount (e.g. in EUR, USD, or any other dealing currency of the fund) that they think the market can sustain. In this scenario, all redeeming/subscribing investors would be entitled to an equal share of that amount, with minimum and maximum limits applied.
Finally, to note, that for feeder funds, no redemption gate threshold is applicable since the gating status of feeder funds only depend on the gating status of the master fund. Therefore, a feeder fund would be gated only if the master fund is gated. 
Ultimately, flexibility must be retained to preserve the discretion of the fund manager.

<ESMA_QUESTION_SLMT_8>

1. Do you agree that redemption gates may be either activated automatically when the activation threshold is exceeded or that the fund manager/ fund Boards may decide whether or not to activate the redemption gate? Do you believe that automatic activation of redemption gates could create a first mover advantage?
<ESMA_QUESTION_SLMT_9>
We agree that redemptions gates should be either activated automatically or by the fund manager when activation thresholds are exceeded. However, it is important to preserve a certain degree of flexibility by not being fully constrained to activate automatically the redemption gate once the threshold is exceeded. 
There may be a risk that automatic activation may sometimes be perceived by investors as creating a first mover advantage, (which actually would be stemmed by the size of the gate, the pro-rata reduction of orders, and discouraged by anti-dilution tools as may be applicable), as investors will be aware that orders are limited once the activation threshold is exceeded and may feel incentivized to pass a redemption order first. This risk can be further mitigated if investor disclosures are only limited to qualitative information and no activation thresholds are disclosed.
Therefore, the activation method should remain flexible and at the discretion of the fund manager.

<ESMA_QUESTION_SLMT_9>

1. Do you think that the automatic activation of redemption gates shall not be permitted for some types of funds. If yes, please explain your position.
<ESMA_QUESTION_SLMT_10>
No – the automatic activation of redemption gates should be kept as an option for all types of funds.

<ESMA_QUESTION_SLMT_10>

1. Do you agree that the activation threshold shall not be expressed at the level of the single redemption order? If not, please justify your position.
<ESMA_QUESTION_SLMT_11>
Yes – we agree in general that the activation threshold shall not be expressed at the level of a single redemption order, but at the fund level – either as a % of the NAV or as a total amount in the dealing currency of the fund.

<ESMA_QUESTION_SLMT_11>

1. In the case of activation of redemption gates, do you agree that investors should have the right to cancel the non-executed part of their redemption orders? In particular, should there be a different approach between UCITS and AIFs?
<ESMA_QUESTION_SLMT_12>
We agree that investors should have the right to cancel the non-executed part of their redemption orders. 
However, the cancellation of the non-executed part of redemption orders should first be subject to the consent of the fund manager with this discretion disclosed in the fund’s prospectus. This condition is particularly important for funds with less liquid assets, which may require some time to complete the sale of assets to meet redemption requests. Requiring consent helps prevent situations where asset sales are underway to fulfill redemption requests, only to have those requests subsequently withdrawn, which can disrupt the fund’s liquidity management and strategy and is contrary to the best interests of all investors.
Ultimately the characteristics must reflect that managers retain the ability to cancel non-executed orders at their discretion.
We do not think that there is any value in having different approaches between UCITS and AIFs.

<ESMA_QUESTION_SLMT_12>

1. Do you think there is merit in having different characteristics of redemption gates for different investment strategies and between AIFs and UCITS? If yes, how?
<ESMA_QUESTION_SLMT_13>
No, we do not see any merit in having distinctions depending on the investment strategies and between AIFs and UCITS, as long as sufficient flexibility is maintained to allow for adaptation to different circumstances.

<ESMA_QUESTION_SLMT_13>

1. In the case of funds with multiple share classes, do you agree that the same redemption gate shall apply to all share classes? If not, please justify your position.
<ESMA_QUESTION_SLMT_14>
Yes – we agree that the same redemption gate shall apply to all share classes in UCITS funds. However, there may be some AIFs with concentrated investor bases, where a redemption of significant size could generate a trade that cannot be executed without an adverse market impact on other fund investors. Typically, this type of investor will hold a different class of fund shares to other investors. The characteristics of gates could thus be refined to allow application to specific share classes (e.g. those limited to institutional investors), or even specific investors, provided investors interests are protected, and no preferential treatment is granted.

<ESMA_QUESTION_SLMT_14>

1. Can you think of any further characteristics of redemption gates?
<ESMA_QUESTION_SLMT_15>
No. However, we would like to highlight that gates are less suited to funds with retail client bases or those distributed through intermediaries and platforms. The distribution architecture for these funds is increasingly automated and would not lend itself to ad-hoc interventions to gate a fund. For these types of funds, swing pricing is a more appropriate way to manage dilution risk.

<ESMA_QUESTION_SLMT_15>

1. Do you agree with the description of extensions of notice period and their characteristics? If not, please justify your position.
<ESMA_QUESTION_SLMT_16>
Yes
<ESMA_QUESTION_SLMT_16>

1. Do you agree that the same extension of notice period shall apply to all investors or different extensions of notice periods per share class/unit shall be allowed? Please justify your position.
<ESMA_QUESTION_SLMT_17>
We believe it is important to have the possibility to apply different extensions of notice periods per share class as having the same extension for different types of investors within the same fund (retail vs professional) could be counterproductive.

<ESMA_QUESTION_SLMT_17>

1. Do you agree that extensions of notice period may be applied for a pre-defined period of time (for a pre-defined number of dealing dates)? If not, please justify your position.
<ESMA_QUESTION_SLMT_18>
Depending on the nature of the fund, the underlying assets, and the market circumstances, the AIFM should have the flexibility to choose whether to apply extensions of notice period for a pre-defined period of time or for an indefinite period as the time required to return to normal operations cannot be always anticipated. 

<ESMA_QUESTION_SLMT_18>

1. Do you think there is merit for the characteristics of extensions of notice period to differ between different investment strategies and between AIFs and UCITS? If yes, how?
<ESMA_QUESTION_SLMT_19>
[bookmark: _Hlk173157508][bookmark: _Hlk177977257]No, we do not see any merit in having distinctions depending on the investment strategies and between AIFs and UCITS, as long as sufficient flexibility is maintained to allow for adaptation to different circumstances.

<ESMA_QUESTION_SLMT_19>

1. How would you execute redemption orders that have been placed but not executed before the notice period is extended? Would you execute them under the original notice period, or would you execute them at the following dealing day? 
<ESMA_QUESTION_SLMT_20>
They would be executed under the original notice period unless there are extreme circumstances, such as a severe liquidity strain, in which case the order might need to be deferred to the next dealing day.

<ESMA_QUESTION_SLMT_20>

1. How would you ensure fair treatment of investors when deactivating the extension of notice period?
<ESMA_QUESTION_SLMT_21>
To ensure fair treatment of investors when deactivating the extension of the notice period: 
· AIFMs/UCITS managers ensure that all investors can benefit from the deactivation;
· The manager keeps a chronological consistency regarding the execution’s orders. Once the extension of the notice period is deactivated, the first orders to be executed are those that have been first placed before the extension of the notice period. 

<ESMA_QUESTION_SLMT_21>

1. Do you agree with the description of redemption fees and the corresponding characteristics? If not, please justify your position.
<ESMA_QUESTION_SLMT_22>
No, we do not fully agree with the description of redemption fees and the corresponding characteristics. Redemption fees should not be considered as predetermined, as there needs to be flexibility as redemptions fees can vary depending on variability of trading costs. It could be possible to assess a range for trading costs in normal market circumstances depending on the asset classes. However, the cost of liquidity could exceed the predetermined range in exceptional circumstances, in which case the management company could decide to go beyond this predetermined level in such scenarios. Thus it is important to recognise that predetermined redemption fees apply only in normal market conditions. 

In recognition of the challenge in calculating redemption fees ahead of time, managers will typically estimate this based on a percentage of the transaction size. This may not necessarily incorporate all of the explicit and implicit costs, but should be permitted to be a more conservative fee in such cases.

We thus suggest the following amendment to the characteristic:
 
1. “Redemption fees are predetermined fees charged to redeeming shareholders or unit- holders and which are deducted from the amount paid to shareholders or unit-holders as the result of the execution of their redemption orders. This fee could move out of its predefined range in exceptional circumstances”

Moreover, characteristic (7) where investors “that have placed redemption orders that fall within the same level of redemption fees shall bear the same redemption fee” would not be prudent in practice. Trading and market impact are calculated at the sub-fund level where the result of all dealing is calculated based on overall redemptions from the fund, not just smaller pieces of it. It is therefore more difficult to justify charging smaller transactions less. This approach would not be followed with other anti-dilution tools because it could potentially mean there could be a slice of the overall cost not picked up by any shareholder.

<ESMA_QUESTION_SLMT_22>

1. Can you think of any other redemption fee mechanism than the ones described above? If yes, please provide examples.
<ESMA_QUESTION_SLMT_23>
It is important to have the option to structure a redemption fee based on the investor’s holding period, with a degressive scale depending on how long the investment is held by the investor. In such cases, the redemption fee would reflect not only the costs of selling an asset but also the portion of acquisition costs that are still unamortized in the fund’s NAV. 

<ESMA_QUESTION_SLMT_23>

1. Do you think there is merit for the characteristics of redemption fees to differ between different investment strategies and between AIFs and UCITS? If yes, how?
<ESMA_QUESTION_SLMT_24>
No, we do not see any merit in having distinctions depending on the investment strategies and between AIFs and UCITS, as long as sufficient flexibility is maintained to allow for adaptation to different circumstances.

<ESMA_QUESTION_SLMT_24>

1. Do you agree with the description of swing pricing and the corresponding characteristics? If not, please justify your position.
<ESMA_QUESTION_SLMT_25>
Yes. We particularly agree that the swing factor should reflect the estimated cost of liquidity and we would further highlight that this is done on a best-effort basis. The ability to set an appropriate swing factor relies on the ability of the manager to assess the expected costs of transacting and accessing liquidity. However, this is dependent on accurate on-screen prices which are not always available. 

<ESMA_QUESTION_SLMT_25>

1. Can you think of any characteristics of swing pricing that the ones described above?
<ESMA_QUESTION_SLMT_26>
No
<ESMA_QUESTION_SLMT_26>

1. Do you think there is merit for the characteristics of swing pricing to differ between different investment strategies and between AIFs and UCITS? If yes, how?
<ESMA_QUESTION_SLMT_27>
No, we do not see any merit in having distinctions depending on the investment strategies and between AIFs and UCITS, as long as sufficient flexibility is maintained to allow for adaptation to different circumstances. 

<ESMA_QUESTION_SLMT_27>

1. Do you agree that in the case of funds with multiple share classes, the same swing factor shall be applied to all share classes? If not, please justify your position.
<ESMA_QUESTION_SLMT_28>
In principle yes, unless operating a hybrid model with different anti-dilution tools on different share classes. Also different swing factors could be used in different share classes of the same sub-fund. In case of hedged share classes, the swing factor of hedged share classes may reflect the additional costs of transactions in relation to the derivatives used for the hedging (as an example, FX forwards used in case of currency hedged share classes). We therefore ask for the flexibility to apply different swing factors in different share classes of the same sub-fund . 

<ESMA_QUESTION_SLMT_28>

1. Do you agree with the description of the dual pricing and the corresponding characteristics? If not, please justify your position.
<ESMA_QUESTION_SLMT_29>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SLMT_29>

1. Are there any other calculation methods for dual pricing that should be considered? If yes, please give example.
<ESMA_QUESTION_SLMT_30>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SLMT_30>

1. Do you think there is merit for the characteristics of dual pricing to differ between different investment strategies and between AIFs and UCITS? If yes, how?
<ESMA_QUESTION_SLMT_31>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SLMT_31>

1. Do you agree with the description of the anti-dilution levy and the corresponding characteristics? If not, please justify your position.
<ESMA_QUESTION_SLMT_32>
We do not fully agree, as for market impact, it should be clarified that the market impact to be set in advance can only be estimated (instead of done in a fully precisely estimated manner).

<ESMA_QUESTION_SLMT_32>

1. Are there any other calculation methods for anti-dilution levy that ESMA shall consider? If yes, please give example.
<ESMA_QUESTION_SLMT_33>
No
<ESMA_QUESTION_SLMT_33>

1. In the case of funds with multiple share classes, would you see the possibility for different anti-dilution levies depending on share classes? Please justify your position.
<ESMA_QUESTION_SLMT_34>
We do consider the possibility for anti-dilution levies to be differentiated by share classes as jurisdiction, specific client preferences and national regulations can lead to “geographical share classes”.

<ESMA_QUESTION_SLMT_34>

1. Do you think there is merit for the characteristics of anti-dilution levy to differ between different investment strategies and between AIFs and UCITS? If yes, how?
<ESMA_QUESTION_SLMT_35>
No, we do not see any merit in having distinctions depending on the investment strategies and between AIFs and UCITS, as long as sufficient flexibility is maintained to allow for adaptation to different circumstances.

<ESMA_QUESTION_SLMT_35>

1. Do you agree with the description of redemptions in kind and the corresponding characteristics? If not, please justify your position.
<ESMA_QUESTION_SLMT_36>
We do not fully agree with the description and characteristics of redemption in kind (RIK) as drafted, as they do not fully account for the intricacies of agreements between authorized participants (APs) and exchange-traded funds (ETFs). In the regular course of business, when APs or market makers directly redeem shares in a UCITS ETF, the delivery of underlying securities (in whole or in part) held by or on behalf of the UCITS ETF should not be viewed as triggering the RIK mechanism within the context of Annex IIA LMTs.
Sections 83 and 84 outline scenarios where RIK (restricted to professional investors) need not correspond proportionally to the redeeming investors' holdings. This approach raises concerns:
· For index-tracking funds, non-pro-rata redemptions could lead to significant deviations from the index.
· For funds holding securities that don't replicate the index, it would be inequitable to transfer these securities to redeeming investors without a fair assessment.
To ensure fairness, the fund's depositary or auditors (as determined by national law) should evaluate the asset allocation's equity for both remaining and redeeming investors.

<ESMA_QUESTION_SLMT_36>

1. Can you think of any characteristics of redemptions in kind?
<ESMA_QUESTION_SLMT_37>
No
<ESMA_QUESTION_SLMT_37>

1. Do you think there is merit for the characteristics of redemption in kinds to differ between different investment strategies between AIFs and UCITS? If yes, how?
<ESMA_QUESTION_SLMT_38>
There is merit in having distinctions depending on the investment strategies and between AIFs and UCITS. AIFs require specialized processes as they deal with more complex and illiquid assets such as private equity and real estate and are typically marketed to professional investors who have a higher risk tolerance and better understanding of complex assets. On the other hand, UCITS invest in more liquid and transferable securities and are subject to stricter regulations designed to protect retail investors. Whilst some funds may offer redemptions in kind (RIK) for institutional share classes in retail funds, RIK is not an appropriate tool for retail investors themselves. Refining the characteristics to reflect the distinctions would ensure that the specific needs and regulatory requirements of both AIFs and UCITS are appropriately addressed, which would benefit both the fund and the investors.

<ESMA_QUESTION_SLMT_38>

1. Do you agree with the description of side pockets and the corresponding characteristics? If not, please justify your position. 
<ESMA_QUESTION_SLMT_39>
Yes
<ESMA_QUESTION_SLMT_39>

1. Do you agree that in the case of UCITS, side pockets created by physical separation should only be done with the creation of a new UCITS where the assets for which there are no problems are placed? If not, please explain your position.  
<ESMA_QUESTION_SLMT_40>
Yes – The alternative of moving the problematic assets to a new UCITS would not be possible given the assets in question would have become illiquid. 

<ESMA_QUESTION_SLMT_40>

1. Can you think of any other characteristics of side pockets that ESMA should consider? In particular, do you think that the characteristics of side pockets shall differ between UCITS and AIFs (in addition to the creation of side pockets via physical separation of the assets)? If, yes please elaborate.
<ESMA_QUESTION_SLMT_41>
No.
<ESMA_QUESTION_SLMT_41>

1. Do you see merit in specifying further the characteristics that side pocket created by means of accounting segregation should have? If yes, can you please explain how you have created side pocket via accounting segregation? Have you encountered any legal constraints or are you aware of any legal constraints in your jurisdiction that may limit the use of side pockets via asset segregation?
<ESMA_QUESTION_SLMT_42>
No
<ESMA_QUESTION_SLMT_42>

1. Do you agree that the assets in the side pocket should always be managed with the view to liquidate them? Or could there be circumstances, where a reintegration with the normal assets could be contemplated? Please explain.  
<ESMA_QUESTION_SLMT_43>
Side pockets tend to be managed with a view to liquidating them down the line. However, there are some circumstances where this is not the case. 

For example, there are cases, such as geopolitical events, which may trigger an unexpected and temporary closure of stock exchanges. This would result in some assets not being listed until the reopening of the stock exchange. This would lead to the temporary placing of these assets into a side pocket until they can be reintegrated into the fund among the unimpacted assets. 

The most critical point is that it must remain at the discretion of the fund manager when the liquidation actually takes place. That decision will be based on an assessment of what is best for the original investors.

<ESMA_QUESTION_SLMT_43>

1. Do you agree with the above-mentioned reasoning in relation to the possible costs and benefits of the option taken by ESMA as regards the characteristics of LMTs set out in Annex IIA of the UCITS Directive? Which other types of costs or benefits would you consider in that context?
<ESMA_QUESTION_SLMT_44>
No comment.
<ESMA_QUESTION_SLMT_44>

1. Is there any ESG and innovation-related aspects that ESMA should consider when drafting the RTS under the UCITS Directive?
<ESMA_QUESTION_SLMT_45>
No.
<ESMA_QUESTION_SLMT_45>

1. Do you agree with the above-mentioned reasoning in relation to the possible costs and benefits of the option taken by ESMA as regards the characteristics of LMTs set out in Annex V of the AIFMD? Which other types of costs or benefits would you consider in that context?
<ESMA_QUESTION_SLMT_46>
No comment
<ESMA_QUESTION_SLMT_46>

1. Is there any ESG and innovation-related aspects that ESMA should consider when drafting the RTS under the AIFMD?
<ESMA_QUESTION_SLMT_47>
No.
<ESMA_QUESTION_SLMT_47>
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