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TheAssociation Fran~aise de la Gestion financiere (AFG) represents and promotes 
the interests of third-party portfolio management professionals. It brings together all asset 
management players from the discretionary and collective portfolio management 
segments. These companies manage at end 2019 more than €4,000 billions in assets, 
i.e. a quarter of continental Europe's assets under management. 

The AFG's remit: 

■ Representing the business, financial and corporate interests of members, the 
entities that they manage (collective investment schemes) and their customers. 
As a talking partner of the public authorities of France and the European Union, 
the AFG makes an active contribution to new regulations, 

■ Informing and supporting its members; the AFG provides members with support 
on legal, tax, accounting and technical matters, 

■ Leading debate and discussion within the industry on rules of conduct, the 
protection and economic role of investment, corporate governance, investor 
representation, performance measurement, changes in management techniques, 
research , training, etc. 

■ Promoting the French asset management industry to investors, issuers, politicians 
and the media in France and abroad. The AFG represents the French industry -
a world leader - in European and international bodies. AFG is of course an active 
member of the European Fund and Asset Management Association (EFAMA), of 
PensionsEurope and of the International Investment Funds Association (IIFA). 
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AFG’s comments 
 
AFG welcomes the opportunity to comment on the Securities and Exchange Commission’s 
Request for Comment on Potential Money Market Fund Reform Measures in President’s 
Working Group Report. 
 
As in the US, money markets are key short-term financing markets and money market funds 
funds are major investment vehicles in France. At the end of November 2020, the net assets 
of French MMFs amounted to € 394 bn. They are all managed as VNAV (Variable NAV) 
funds and they make the bulk of Euro-denominated MMFs throughout Europe. As of end of 
December 2019, 40% of the total € 1325 bn of MMFs domiciliated in Europe are Euro-
denominated MMFs. 
 
 

 
 
 
In March 2020, the € short-term funding markets too came under sharp stress amid growing 
economic concerns related to the COVID-19 pandemic. The 2020 crisis was not a credit 
market stress nor a stress linked to funds’ structure or asset quality, but a liquidity market 
stress stemming from a sanitary crisis, thus creating an exogenous shock to MMFs.  
 
AFG would like to highlight the fact that the US PWG and this subsequent SEC consultation 
are an important step in the analysis of money market funds globally. However, naturally, 
the analysis and potential reform options are based on the US MMF specificities and are 
thus adapted to this market in particular. 
 
Indeed, European markets and regulation are very different, and we are looking very 
attentively to the spectrum of the options on the table in relation to the different market 
specificities. We would like to highlight this aspect as not all measures are globally 
meaningful or applicable. For instance, a tremendous difference between the US and 
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European regulations lies in one admitting while the other forbidding sponsor support. 
Differences like this should not be overlooked when analysing options from a global 
(FSB/IOCSO) standpoint. 
 
Regarding the Covid-19 crisis in March-April 2020, our members would like to stress 
the beneficial role that played the Central Banks’ intervention in the market to restore 
confidence and thus to help resume market functioning. Central Banks are in their 
legitimate role to seek to unlock market halt and restore confidence.  
 
The US MMF model where there was a shift to government MMFs is not workable for 
Europe, where investors are not seeking the same type of investment and where there 
is no unique Federal government debt like in the US. 
 
In addition, the US phenomenon of flight to quality that was observed from Prime MMFs 
to government MMFs was not observed in Europe, especially on € denominated 
MMFs.  
 
French VNAV MMFs are subscribed mainly by institutional investors. At quarter end 
for instance, their outflows are generally important and fund managers are anticipating 
such a situation in a business as usual manner. During the crisis, the stringent need 
for cash expressed by some of them, especially corporates, amounted to high levels 
of redemptions from MMFs. MMFs are liquid funds that were used in priority compared 
with other types of assets, even if redemptions were high almost in all asset classes. 
 
Despite important redemptions, especially in March 2020 (-52.4 bn euros), French 
VNAV money market funds managed the outflows and proved resilient during the 
COVID crisis, as explained in the French AMF’s 2020 Markets and Risk Outlook1. 
Despite the significant net outflows in March, inflows resumed as soon as May. Overall, 
over the first 8 months of 2020, inflows amounted to +48.6 bn euros. Unlike the 2008 
episode, no complaint has been expressed by our about the composition of the 
portfolios, especially in terms of the quality of assets; funds are sane and resilient in 
their construction and composition. The post Lehman MMF reforms (MMFR, 2a7) 
made our members’ funds more resilient. 
 
AFG would like to stress that MMFs did not amplify the liquidity crisis. They acted more 
like buffers, slowing down the pace and impact of the crisis. Let’s imagine no MMFs in 
the picture. What would have happened if all corporates, instead of investing in MMFs, 
had directly invested their cash in CDs or/and CPs and would have been unable to sell 
them to banks? This would have occurred in addition to massively drawing on their 

 
1 French AMF’s 2020 Markets and Risk Outlook :  The main difficulties in fact appeared in the segment of money 
market instruments, where the market froze up, posing the problem of the valuation of money market funds at 
the very time when they were faced with significant redemption requests: about €50 billion for French funds, i.e. 
as much as during the 2007 crisis, but within just two weeks this time (versus a semester in 2007). Non‐financial 
companies contributed to this exit move in order to meet their cash requirements, and also because of a probable 
preference for bank deposits seen as safer in this crisis. This dash for cash explains why all assets including gold 
saw their value decline in the depths of the crisis. 
The re‐correlation of these asset prices in the event of a major shock illustrates the limits of the benefits of 
diversification. Central banks'  intervention was ultimately  able  to  restore  the  functioning of  the market  for 
money market instruments, where both issuance and trading were able to resume at the same time. Since French 
money market funds have in the meantime seen the return of net inflows, their investment in the most liquid 
and short term assets has substantially increased as a precautionary measure. 
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banking credit lines at the same time. Probably the system would have been even more 
under stress on the same type of actors tied by their Basel 3 ratios. AFG strongly 
believes that a system should be seen holistically and the spreading of risks between 
different actors is a good “global monetary risk management”.  
 
Regarding possible behavioural “run” effects as described by the Fed paper “Runs and 
Interventions in the Time of COVID-19: Evidence from Money Funds” it is easier for 
VNAV funds not to be prone to such effects, which have a valuation as closest as 
possible to the markets to avoid any incentivisation to a first mover advantage because 
of a constant NAV or LVNAV type cliff effect. 
 
AFG would like to express one last general remark regarding the concept of self 
resilience. MMFs cannot be totally self resilient unless they are guaranteed funds by a 
third party authorized to do so. They cannot be guaranteed because the cost of the 
banking issued guarantee prevents any viable MMF structuring. An MMF is above all 
an investment fund specialised on short term markets (this is true for all MMFs, 
including Government MMFs). As MMFs are dependent on the well-functioning of the 
underlying money markets (they don’t have direct access to Central banks and they 
are intermediated by banks to buy and sell papers), there should be clear transparency 
to be given to investors about the nature and risks of MMFs, like the FSB is suggesting 
: “…any documents used for marketing must include a statement that the risk of loss 
of the principal is to be borne by the investor. More transparency around the conditions 
under which the risk can crystallise and disclosure to investors could enable investors 
to better assess the risks they are exposed to, via their investments in MMFs.” 
 
 
 
 
 
 




