
J.P. Morgan worked closely with the Investment Company Institute (the "ICI") and other 
members of the industry to carefully develop a set of recommendations designed to 
achieve this essential balance. As such, we are in general agreement with the 
comments made by the lei in its letter to the Commission of september 8, 2009. 
However, due to the significance of the Commission's proposals to investors and the 
overall markets, and the strong leadership position of J.P. Morgan in the industry, we 
believe that we should specifically comment on certain of the proposals. 

We acknowledge that certain of the Commission's proposals will have the effect of 
reducing money market fund yields. We believe that the cost is appropriate to strengthen 
the stability of money market funds in order to weather potential liquidity and credit 
crises and to promote investor confidence. For this reason we support the Commission's 
proposals to eliminate second tier securities as eligible securities and the requirement 
for a maximum 120-day Weighted Average Life. And we also support, with modifications, 
a number of the Commission's other proposals that would impact yield, including a 
reduction in Weighted Asset Maturity, minimum liquidity requirements and a reduction in 
permitted investments in illiquid securities. With respect to the proposals we support, 
J.P. Morgan estimates that the effect of these proposals, with the suggested 
modifications, on a fund's yield could range from 8.5 to 13 basis points. 3 

A number of the Commission's other proposals benefit investors and would have no 
material effect on fund yields. We generally support these proposals in line with the ICI's 
comments. These proposals include an emphasis on periodic stress testing, adoption of 
know your customer procedures, expansion of the Investment Company Act's Rule 
17a-9 to permit affiliates to purchase fund securities, permitting fund boards to effect an 
orderly liquidation of a fund jf deemed in the best interest of shareholders, and enhanced 
disclosure to investors and to the Commission. 

We have serious concerns about one proposal that we believe adds cost but does not 
provide any demonstrable benefit - inconsistent daily and weekly minimum liquidity 
standards for "retail~ and Winstitutional" money market funds. In fact, in its current form, 
the proposal may have unintended consequences. We address this in detail below, 
together with our views on a number of the Commission's other proposals. 

The Commission has also asked for comment on whether money market funds should 
be required to "f1oat~ their net asset values. For the many reasons expressed in the ICI 
letter and in the Report of the ICI Money Market Working Group of March 17, 2009, we 
believe floating the NAV of money market funds would be destabilizing for the industry 
and the financial markets. The success of money market funds over the past decades 
has been due to the combination of competitive market yields with the ease and 
convenience of transacting at $1.00 per share.4 We believe that a significant percentage 
of money market fund assets would leave money market funds without the stable NAV, 
and migrate to other products which offer this feature but lack the carefully crafted 
protections of Rule 2a-7 and the thoughtful oversight of the Commission. 

3 The es1imates presented herein are based on marilet averages over the past 15 years. The impact of these proposals could be 

signiflCilntly greater depending on the particular market environment. 

4 As the Commission Slates in its proposal. "[f]he 51.00 stable nef asset value per share... f~litates the funds' ro~ as cash management 

vehicle. provides tax and administrative convenience to both money market funds and their shamholders. and promotes money marilet 

funds role as a low risk investment option." Money Markef Fund Reform. 74 Fed. Reg, at 32716, 
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cannot meet redemption requests and, as such, is an additional strong incentive for 
advisers to maintain sufficient liquidity to meet redemptions. 

We believe that the Commission's proposal for different liquidity standards for 
"institutional funds" and "retail funds" is unnecessary given the other comprehensive 
reforms proposed by the Commission.9 

(b)	 Different Minimum Liquidity Standards May Have Unintended 
Consequences 

The proposed difference in liquidity standards presents a built-in competitive yield 
disadvantage for "institutional funds" compared to "retail funds" by requiring that 
"institutional funds" maintain a greater percentage of their portfolios in lower yielding 
holdings to meet the requirements of the proposed daily and weekly liquidity buckets. 
We estimate that the proposed increase in minimum liquidity standards for "institutional 
funds" to 10% daily/30% weekly from the 5% daily/20% weekly proposed by the lei 
would result in a significant impact to yield, which in our experience, would affect the 
investment decisions of institutional clients. 

We are concerned that traditional "institutional funds" investors, in order to gain a higher 
yielding return, may opt to invest elsewhere, either in interest bearing bank deposits or 
offshore and unregulated investment vehicles. The more restrictive the liquidity 
requirements, the less flexibility an investment manager will have to manage during 
changing interest rate environments. As a result, we fear that an environment of falling 
interest rates, coupled with competitively lower rates (due to different minimum liquidity 
requirements), could trigger substantial outflows from "institutional funds." We note that 
the President's Working Group, in its White Paper issued on June 17, 2009, expressed 
concern over investor flight into unregUlated or less regulated vehicles. 

"Institutional fund" investors are also likely to seek the higher yields "retail funds" are 
able to offer. This will result in greater volatility and could transform "retail funds" into 
"institutional funds" with all shareholders being subject to lower yields as a result of the 
greater liquidity requirements. Even though some "retail funds" may try to limit the levels 
of institutional money, a certain amount of such money inevitably will be invested in 
"retail funds." 

Additionally, the proposed difference in minimum liquidity standards would disadvantage 
the vast number of individuals who invest in "institutional funds" through financial 
intermediaries, 401 (k) plans or omnibus accounts. The only individuals not 
disadvantaged by this proposal would be those who invest directly in funds offered 
through a select number of retail fund families. 

Requiring a distinction between "retail funds" and "institutional funds" will put fund 
advisers and fund boards in the unfair position of having to choose the "right" 
classification, a determination the Commission correctly points out is difficult to make.10 

9 Wa illsa nola thilt the President's Wortdng GrouP. in its White Paper issued on June 17, 2009, noted that consideraTion should be given to 

establi~ment of il privilte liquid~y filcility for money market funds. We urge the Commission to considef the further liquidity benefits of such 

il facility (if implemented). 

10 As the Commission notes in Its proposal ·[al~hough the lei and others who compile data about money market funds hilve traditionally 

distinguished between retilil ilnd institutional money market funds. in pl'ilCtice the distinctions are not always clear... An institutional fund 

milY have investors.....no invest on behalf 01 retilil investors. For example, institutional money market funds commonly hilve investors that 
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J.P. Morgan appreciates the opportunity to comment on the Commission's proposed 
rule. We would be pleased to provide any further information or respond to any 
questions that the Commission or the staff may have. 

cc:	 The Honorable Mary L. Schapiro, Chairman 
The Honorable Kathleen L. Casey, Commissioner 
The Honorable Elisse B. Walter, Commissioner 
The Honorable Luis A. Aguilar, Commissioner 
The Honorable Troy A. Paredes, Commissioner 

Andrew J. Donohue, Director, Division of Investment Management 
Robert E. Plaze, Associate Director, Division of Investment Management 
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