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Amundi is a major representative of the buy side of the financial markets. It ranks second in 
Europe and ninth worldwide among the top Asset Management companies with €692.9 billion 
under management at the end of June 2012. 
Located at the heart of the main investment regions in some 30 countries, Amundi offers a 
comprehensive range of products covering all asset classes and major currencies. Amundi has 
developed savings solutions to meet the needs of more than 100 million retail customers 
worldwide and designs innovative, high-performing products for institutional clients which are    
tailored specifically to their requirements and risk profile. 
Amundi is very active with derivatives and thanks IOSCO/BCBS for the opportunity to comment 
on such an important theme as margin requirements on non centrally cleared derivatives. 
 
Amundi agrees with the general purpose of the proposed regulation to enhance market stability 
through mandatory central compensation on most liquid and standardised derivatives and 
collateral requirements for non-centrally-cleared derivatives. It wants to express its concerns 
about some portfolio management techniques that use derivatives in the framework of low risk 
and leverage regulated funds. End investors in funds using such techniques should not be 
penalized by excessive margin requirements. 
 
Before directly answering to the questions asked in the consultation paper, Amundi would like to 
stress the following key points: 

•  As provided for in EMIR regulation in Europe, existing derivative instruments should not 
be retroactively concerned by new regulation as their economic conditions may just be 
impossible to maintain with the constraint of a collateral; a grand fathering clause  is 
absolutely necessary to exempt existing transactions from collateral requirement even in 
case of reset lowering risk (to clear excess counterparty risk or to diminish notional 
amount, for example) 

• Initial margin is introduced to prevent a risk of delay in undoing a position held with a 
defaulting counterparty; the idea of introducing a threshold  under which counterparties 
could decide not to call initial margin is very efficient to keep a focus on actors 
presenting a potential systemic risk;  

• If not called prudentially regulated entities (PRE), funds are heavily regulated  and 
closely supervised entities which present a level of risk far lower than any PRE as (i) 
their leverage, if any, is limited and (ii) all their assets guarantee counterparties (which 
are senior to share or units holders) and represent intrinsic collateral; they should benefit 
from the largest threshold of all institutions;  

• Risk on derivatives is firstly  linked to the structure of the derivative instrument and its 
underlying : if the value of the derivative does not move there is no risk whatsoever; 
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secondly counterparty risk is key when examining non centrally cleared instruments: if 
the counterparty is good enough not to default there is no risk whatever the evolution of 
the price/payoff of the instrument; this counterparty risk can be mitigated by 
collateralisation and it is not relevant to focus too much on the rules of collateral which 
is only a peripheral level of risk; 

• Reference to models approved  by supervisory authority should be authorised to be 
used by both sides of a transaction (bank and client) so as to converge on the margin 
requirements; 

• Exchange of margins on a gross basis is both inadequate in reference to risk involved 
and difficult and costly to implement; net margining seems more appropriate ;  

• It is not the re-use of collateral itself that should be forbidden but its excess; thus 
regulators should limit leverage due to these techniques and allow a reasonable use of 
re-use ( or re-hypothecation) in some instances (for example in case of back to back 
transactions). 

  
Many other remarks on level of collateral or haircut, criteria of eligibility or access to models… 
will be expressed when answering the questions. 
 
Q1. What is an appropriate phase-in period for the implementation of margining 
requirements on non-centrally-cleared derivatives? Can the implementation timeline be 
set independently from other related regulatory ini tiatives (eg central clearing mandates) 
or should they be coordinated? If coordination is d esirable, how should this be 
achieved? 
Operationally the introduction of systematic collateralisation means an important investment 
within asset management companies and that type of project implies delays. Amundi suggests 
to authorize, for non-large market players as asset managers, a delay running till the end of the 
following calendar year after publication of the requirement for collateral to implement a new 
system, (to be in accordance with budget procedures and allow for legal documentation and 
tests). Thus a publication in 2014 would lead to a mandatory implementation at the end of 2015. 
 Amundi thinks that the appropriate timing is to start with centrally cleared operations and initiate 
mandatory collateralisation on non-centrally cleared operations afterwards: as these operations 
are defined by exclusion as not eligible to central clearing (which has to pre-exist). Otherwise, 
there would be a terrible rush on collateral due to the fact that all operations should be 
collateralized at once and to a higher degree than eventually required, simply by lack of 
recognised CCPs. How much later should the collateral requirement on non-centrally cleared 
operation start? Shortly, is the answer and in practice it means within a delay of 6 to 12 months 
after central clearing started with authorised CCPs which is operationally a minimum delay to 
get organised and supposes that legal standard documentation will be available beforehand. 
These procedures, when operational, could afterwards help with organising collateral on non-
centrally clearable derivatives.  
Attention should be drawn to the exemption for operations that are due to be centrally clearable 
within a short delay where the collateral obligation should be established with reference to 
CCPs practices. Another point is to introduce an exemption for existing deals and avoid any 
type of back-loading: past operations economy would be jeopardized by introduction of new 
costly requirements. This exemption would last as long as the deal is not modified (except 
changes aiming at lowering the risk, be it through notional amount diminution or reset to lower 
counterparty risk…). 
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Element 1: Scope of coverage – instruments subject to the requirements  
 
Q2. Should foreign exchange swaps and forwards with  a maturity of less than a specified 
tenor such as one month or one year be exempted fro m margining requirements due to 
their risk profile, market infrastructure, or other  factors? Are there any other arguments 
to support an exemption for foreign exchange swaps and forwards?  
Yes, we support the view that below a certain maturity, foreign exchange swaps and forwards 
should be exempted from margining requirements. Foreign exchange is probably the most liquid 
of all markets. And derivatives as swaps and forwards on forex are also very liquid on most 
currencies. On smaller currencies also local banks are often very active. Thus, initial and 
variation margining should be left to the appreciation of the counterparties and not regulated. 
Amundi’s experience shows that maturities below 3 months (meaning 97 days) represent close 
to 90% of positions existing in the funds and 1 year more than 99%. Current practice is to roll 
positions regularly but not to often to avoid constraints on delivery limits. We suggest that 1 year 
is a proper limit for exemption and stress that, in any case, it would not be efficient to introduce 
a limit shorter than 3 months.  
 
Q3. Are there additional specific product exemption s, or criteria for determining such 
exemptions, that should be considered? How would su ch exemptions or criteria be 
consistent with the overall goal of limiting system ic risk and not providing incentives for 
regulatory arbitrage?  
Yes, we consider that there are other exemptions from margining requirements that appear 
totally justified. First, and this applies to all products, there is a threshold of materiality under 
which there is no risk of systemic scale. Furthermore, existing deals should benefit from a 
grandfathering exemption of collateral as long as they exist and even if they are reset in a 
manner that does not increase the total exposure of counterparties.  
The first criterion to be considered when exempting some products from margining 
requirements is liquidity, firstly, of the underlying instrument and, secondly, of the specific 
derivative. Vanilla IRS (which are supposed to be centrally cleared though) are so actively 
traded that initial margining does not increase substantially safety and may even introduce 
unnecessary operational and counterparty risks. Another sensible approach links margin 
requirement to risk incurred. For example derivatives aiming at hedging existing risks in a 
portfolio should, following that approach, be exempted from initial margin requirement as well as 
investors buying call options; and a counterparty that guarantees the pay off of a derivative it 
writes to a fund should be authorized not to call margin on its own risk of signature.  
 
Element 2: Scope of coverage – scope of applicabili ty  
 
Q4. Is the proposed key principle and proposed requ irement for scope of applicability 
appropriate? Does it appropriately balance the poli cy goals of reducing systemic risk, 
promoting central clearing, and limiting liquidity impact? Are there any specific 
adjustments that would more appropriately balance t hese goals? Does the proposal pose 
or exacerbate systemic risks? Are there any logisti cal or operational considerations that 
would make the proposal problematic or unworkable?  
We totally agree with the key principle as it is expressed. It refers to the notion of 
appropriateness to the risks and we understand that appropriate margin requirement might be 
zero in some specific instances. It clarifies the point that for an asset manager the principle 
applies at the level of each fund. The proposed requirement adds the ideas of regulatory 
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minimum amounts and of bilateral exchange. As explained later, the requirement is more 
specific as it demands that gross amounts, which may be different for each counterparty of the 
same deal, have to be exchanged on a segregated basis. 
However we feel that the principle should be posed that Funds under 1 billion € of assets or 1 
billion of notional amount in derivative present no systemic risk and are exempted from the 
scope of the proposed regulation.   
 
Q5. Are initial margin thresholds an appropriate to ol for managing the liquidity impact of 
the proposed requirements? What level of initial ma rgin threshold(s) would be effective 
in managing liquidity costs while, at the same time , not resulting in an unacceptable level 
of systemic risk or inconsistency with central clea ring mandates? Is the use of 
thresholds inconsistent with the underlying goals o f the margin requirements? Would 
the use of thresholds result in a significant amoun t of regulatory arbitrage or avoidance? 
If so, are there steps that can be taken to prevent  or limit this possibility?  
Margin threshold is a highly relevant tool to deal both with the efficiency of the regulation in 
terms of systemic risk and the liquidity impact of mandatory collateralisation. It is clear that 
smaller participants will not have any impact on the broader view of a systemic risk analysis. In 
any case, all transactions will be reported to the Trade Repository and enable regulators to 
react if needed.  
The balance between efficiency, cost and liquidity impact leads to recommend the introduction 
of a margin threshold. This threshold allows counterparties to decide not to call margin, it does 
not forbid them to decide otherwise according to their risk policy. This practice will probably 
incentivise counterparties to develop best practices in order to benefit from this possibility not to 
exchange margin below the threshold. It should however clearly be specified that in terms of 
capital requirements, banks that do not call margins below the threshold should be deemed 
collateralised and then not penalised. Otherwise the threshold exemption will never be used. As 
a consequence the threshold exemption must be strictly defined and reserved to situations of 
minimal risk. 
Limited in amount and restricted to certain entities, a threshold will be totally consistent with the 
goals of the regulation to promote stability and safety on derivative markets and thus reduce 
systemic risk.  Amundi recommends that a two level threshold be introduced with a level of 500 
millions € of initial margin for entities with the lowest level of risk. Then a counterparty could 
decide not to call the first 500 millions of initial margin theoretically callable from a Fund when 
adding all the different non-centrally cleared derivatives in all different broad asset classes.  
 
Q6. Is it appropriate for initial margin thresholds  to differ across entities that are subject 
to the requirements? If so, what specific triggers would be used to determine if a smaller 
or zero threshold should apply to certain parties t o a non-centrally-cleared derivative? 
Would the use of thresholds result in an unlevel pl aying field among market 
participants? Should the systemic risk posed by an entity be considered a primary 
factor? What other factors should also be considere d? Can an entity’s systemic risk level 
be meaningfully measured in a transparent fashion? Can systemic risk be measured or 
proxied by an entity’s status in certain regulatory  schemes, eg G-SIFIs, or by the level of 
an entity’s non-centrally-cleared derivatives activ ities? Could data on an entity’s 
derivative activities (eg notional amounts outstand ing) be used to effectively determine 
an entity’s systemic risk level?   
Amundi is in favour of a restricted approach when defining who could benefit from an initial 
margin threshold. The aim is clearly to avoid systemic risk to develop on derivative markets. 
Thus there should be different levels of threshold depending on the level of supervision and risk 
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control requirements applying to each. First the threshold for non regulated or supervised 
entities should be low so as to allow a minimal activity on derivative markets. This threshold 
should be consistent with the level of exemption of central clearing applying to non financial 
entities under EMIR (1 billion notional value for each of credit or equity derivatives, 3 billions for 
each of IRS, FX or commodities) with a view not to favour not centrally cleared transactions. For 
regulated and strictly supervised entities the threshold should allow transactions with no 
material impact on systemic risk level and be 5 or 10 times higher due to the risk control skills of 
the entities. With respect to SIFIs it is our understanding that closer supervision and higher 
capital requirements sufficiently reduce systemic risk not to impose a lower threshold to them 
that would bias competition among market participants. Thus Amundi supports the mechanism 
as it is developed in example 3 of the paper with two levels of threshold. For funds, Amundi 
suggests that the threshold be positioned at 500 millions €.  
 
Q7. Is it appropriate to limit the use of initial m argin thresholds to entities that are 
prudentially regulated, ie those that are subject t o specific regulatory capital 
requirements and direct supervision? Are there othe r entities that should be considered 
together with prudentially-regulated entities? If s o, what are they and on what basis 
should they be considered together with prudentiall y-regulated entities?  
When mentioning prudentially regulated entities as banks the consultation paper (p10) aims at 
defining “participants (that are) better equipped to manage the risks of non centrally cleared 
derivatives and/or absorb the losses associated with any realised counterparty default”. Banks 
are not the only entities that meet that requirement and in terms of risks, the asset management 
industry is far less exposed. Funds  are managed by authorised fund managers that must 
develop a risk control function totally independent from the fund management activities; 
moreover they are not enabled to over-leverage their positions (not more than to a 200% 
exposure for UCITS) and they only invest the capital they have received from investors. We 
suggest that all funds which cannot exceed a leverage of 2 should be considered as prudentially 
regulated entities with respect to threshold. Funds are closely supervised by their national 
regulator and must comply with a full set of strict regulation (UCITS and AIFM directives in 
Europe) requiring for example diversification, limits on the level of risk exposure, an active risk 
management and risk control. Moreover valuation is the most common exercise for a fund 
manager as it must publish a controlled NAV on a regular basis, i.e. daily in most cases. 
Furthermore funds are controlled not only internally by the management firm but also by their 
depositary and external auditor and submitted to a close supervision by the regulator. It is 
arguable that funds are far less risky than banks and should benefit from a larger threshold. 
Lastly, all the assets of a fund represent intrinsic collateral for counterparties since 
counterparties are senior to unit- or share-holders of the fund. 
Then Amundi suggests that prudentially regulated entities include strictly supervised entities and 
that regulation specifically mention funds, at least funds that cannot exceed a leverage of 2, as 
beneficiaries of the largest level of threshold.  
 
Q8. How should thresholds be evaluated and specifie d? Should thresholds be evaluated 
relative to the initial margin requirement of an ap proved internal or third party model or 
should they be evaluated with respect to simpler an d more transparent measures, such 
as the proposed standardised initial margin amounts ?10 Are there other methods for 
evaluating thresholds that should be considered? If  so what are they and how would they 
work in practice?  
From an intellectual point of view it is highly coherent to express the threshold applying to an 
initial margin requirement as an amount of this margin requirement. From an operational point of 
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view any other suggestion seems very difficult to implement. As a matter of consistency, it is 
advisable that the counterparties which agree on the computation of the amount of initial margin 
use the same method when applying the threshold. Thus using internal model is a current 
practice that should be maintained as long as the models used satisfy both supervision bodies 
and counterparties. It would be inconsistent to ask banks to monitor their prudential 
requirements with another tool than the calculation of margin requirements on derivatives. 
 
Q9. What are the potential practical effects of req uiring universal two-way margin on the 
capital and liquidity position, or the financial he alth generally, of market participants, 
such as key market participants, prudentially-regul ated entities and non-prudentially 
regulated entities? How would universal two-way mar gining alter current market 
practices and conventions with respect to collatera lising credit exposures arising from 
OTC derivatives? Are there practical or operational  issues with respect to universal two-
way margining?  
First, Amundi would like to express its real concern that the industry of asset management will 
face very important operating costs and accrued operational risk if forced to implement two way 
margining system on a gross basis. When compared to the level of risk really existing on Funds 
presenting a leverage of less than 2 the requirement seems very disproportionate and 
unbalanced.  
The current practice at Amundi is to organise for variation margin calls on a frequent basis, 
usually daily, and with a low minimum transfer amount (MTA). As to initial margin, it is not our 
current practice to ask for it and reversely to post any. The only acceptable way would be to 
operate a balanced two-way margining system where net amount is exchanged. As a fund’s 
account is open with a depositary which is a bank usually not active as counterparty for 
derivative transactions, we expect that choosing the depositary of the fund as third party for 
initial margin deposits will be acceptable and workable even if depositary and fund manager are 
affiliates of a same financial group. Initial margin requirements revisions should, as well as 
variation margin calls, be subject to a MTA. These new practices will require a new negotiation 
of contracts with counterparties and amendments to the agreement with the depositary (among 
others, to deal with potential conflicts of interest). 
 
Q10. What are the potential practical effects of re quiring regulated entities (such as 
securities firms or banks) to post initial margin t o unregulated counterparties in a non-
centrally-cleared derivative transaction? Does this  specific requirement reduce, create, 
or exacerbate systemic risks? Are there any logisti cal or operational considerations that 
would make the proposal problematic or unworkable? 
Amundi insists on Funds to be considered as regulated entities in respect of exchange of 
collateral. 
  
Q11. Are the proposed exemptions from the margin re quirements for non-financial 
entities that are not systemically important, sover eigns, and/or central banks 
appropriate?  
Amundi has no particular comment on this question. 
 
Q12. Are there any specific exemptions that would n ot compromise the goal of reducing 
systemic risk and promoting central clearing that s hould be considered? If so, what 
would be the specific exemptions and why should the y be considered? 
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Amundi insists on the fact that funds with a leverage limited to 2 are highly regulated and closely 
supervised, are far less risky than banks and other financial or non financial entities and should 
benefit from the highest level of threshold. 
 
Element 3: Baseline minimum amounts and methodologi es for initial and 
variation margin 
 
Q13. Are the proposed methodologies for calculating  initial margin appropriate and 
practicable? With respect to internal models in par ticular, are the proposed parameters 
and prerequisite conditions appropriate? If not, wh at approach to the calculation of 
baseline initial margin would be preferable and pra cticable, and why?  
The two suggested possibilities for computation of initial margin offer a welcomed diversification. 
As mentioned in the consultation paper, internal models should be approved by supervisory 
authority and subject to strict internal governance. This requirement is not appropriate for asset 
managers as, concerning derivatives, on one hand they are organised with a view to challenge 
prices communicated by counterparties which is not the same as producing prices with a view to 
trade and on the other hand the competent authority may not have the experience nor the 
necessary staff to validate models. Moreover there is a risk of breach of fair competition if local 
authorities do not rely on the same approach to validate models.  
Amundi suggests the following : a fund should be authorized to rely on the computation of initial 
margin done according to an authorised model developed by its banking counterparty, or a third 
party, provided that the fund manager challenges this calculation (as is the case for NAV 
publication). Securities market and banking authorities would simply have to agree to a 
reciprocal recognition of their validation. 
Furthermore, the final approach should be consistent with, in Europe, EMIR requirements for 
initial margin for centrally cleared transactions. In that respect the 10 day horizon period is 
probably not adapted as EMIR consultation paper mentioned 2 or 5 days: the longer of the two 
will be sufficient not to favour non-centrally cleared operations. 
  
Q14. Should the model-based initial margin calculat ions restrict diversification benefits 
to be operative within broad asset classes and not across such classes as discussed 
above? If not, what mitigants can be used to effect ively deal with the concerns that have 
been raised?  
Amundi is not opposed to the segregation of broad asset classes when implementing netting of 
margin requirements. But, here again, a consistent approach with prudential requirements of 
banks seems appropriate and stable long term correlations are usually considered as relevant.   
 
Q15. With respect to the standardised schedule, are  the parameters and methodologies 
appropriate? Are the initial margin levels prescrib ed in the proposed standardised 
schedule appropriately calibrated? Are they appropr iately risk sensitive? Are there 
additional dimensions of risk that could be conside red for inclusion in the schedule on a 
systematic basis?  
The standardised schedule is simple enough to be transparent and easy to understand. It 
should not multiply asset classes. The level of initial margin expressed as a percentage of 
notional exposure is expected to be conservative and may seem overly so when considering the 
fact that the aim of the initial margin is to allow for the time to unfold an existing transaction 
which may be rather short for many liquid derivatives (IRS or FX for example). Amundi is more 
concerned by the very restrictive view taken in respect to netting of notional positions. Foot note 
13 at the bottom of page 18 simply considers the case of netting two opposite IRS with the 
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same maturity and probably the same floating reference. Some flexibility in terms of maturity is 
needed. A standardised approach must be simple when computing initial margin but not over-
simplistic when assessing the risk basis. The opening for netting models suggested in favour of 
entities submitted to required capital regime should be extended to other entities and especially 
funds which monitor their risk. 
      
Q16. Are the proposed methodologies for calculating  variation margin appropriate? If 
not, what approach to the calculation of baseline v ariation margin would be preferable, 
and why? 
 Asset managers are very well equipped to value, most of the times daily, their portfolio as they 
must publish an official NAV for each fund. This practice shows that the challenge mentioned at 
the bottom of page 19 can be met. As a matter of fact the dispute resolution procedure is very 
important in that case as it is the only way not to be blocked when there is a difference of 
significance between counterparties valuations (and thus margin calls).  
For asset managers we strongly recommend that internal models might be used without prior 
official validation and/or that models approved by the authority relevant for the counterparty (a 
bank in most cases) be accepted. 
 
Q17. With what frequency should variation margin pa yments be required? Is it 
acceptable or desirable to allow for less frequent posting of variation margin, subject to a 
corresponding increase in the assumed close out hor izon that is used for the purposes 
of calculating initial margin?  
The higher the frequency or the lower the MTA, the better the safety and the higher the 
operational cost. Market participants define these criteria according to their risk policy and reach 
a balance between lower risk and higher cost. Regulators should not go further than expressing 
a recommendation since there are instances where some flexibility is required (long term swaps 
in insurance portfolios for example).  
The time horizon taken into account when computing the initial margin relates to the liquidity of 
the product and its underlying not to the frequency of computation of variation margin. However 
establishing a link between the two is relevant as a matter of simplification that would only apply 
to the model method though.  
 
Q18. Is the proposed framework for variation margin  appropriately calibrated to prevent 
unintended procyclical effects in conditions of mar ket stress? Are discrete calls for 
additional initial margin due to “cliff-edge” trigg ers sufficiently discouraged?  
The advantage of the standardised method is that the initial deposit is fixed and will not be 
revised. When using a model method initial margin will be adjusted. As long as models are 
authorised by a supervisory entity it is expected that non-procyclicality will be examined and 
mitigated before authorisation. 
As far as discrete calls for additional margin are concerned, the main risk stems from the use of 
the threshold. When deciding not to call for margin that is below the threshold, a counterparty 
uses a possibility but may decide to change its view and call for initial margin. This would be a 
major discrete call and should be addressed either with a provision of advance notice of more 
than a week or delayed progressive call over a given period of time… 
  
Q19. What level of minimum transfer amount effectiv ely mitigates operational risk and 
burden while not allowing for a significant build-u p of uncollateralised exposure?   
For instance in asset management, MTA can be expressed either as an absolute amount or as 
a percentage of the net asset of the fund in order to keep materiality in view for larger funds. 
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Regulation applying to funds limits the exposure to counterparty risk and thus makes it 
impossible to have too large uncollateralised positions. Regulators should not go further than 
expressing a recommendation as there are instances where some flexibility is required 
(dedicated portfolio within a group for example).  
   
 
Element 4: Eligible collateral for margin 
 
Q20. Is the scope of proposed eligible collateral a ppropriate? If not, what alternative 
approach to eligible collateral would be preferable , and why?  
Amundi shares the view that eligible collateral should be (i) defined broadly in order to limit 
liquidity impact and (ii) accompanied with appropriate haircuts to increase safety.  
When expressing the key principle the paper goes too far in defining the wrong way risk: it 
should be limited to the exclusion of papers issued by counterparty and affiliates and not refer to 
“significant correlation with credit worthiness of the counterparty”. At some given times 
mathematical correlation might be high between issuers without proper rationale except for fear. 
Two more comments on the proposed list of acceptable collateral which is not meant to be 
exhaustive but illustrative: 

• Gold is in Amundi’s view a volatile commodity which is not appropriate for 
collateralisation 

• For the sake of clarification, beside cash the list should include MM instruments and 
Money Market Funds, beside bonds, MM instruments and bond funds and beside 
equities, funds investing mainly in these equities, as well as other types of funds. 

 
Q21. Should concrete diversification requirements, such as concentration limits, be 
included as a condition of collateral eligibility? If so, what types of specific requirements 
would be effective? Are the standardised haircuts p rescribed in the proposed 
standardised haircut schedule sufficiently conserva tive? Are they appropriately risk 
sensitive? Are they appropriate in light of their p otential liquidity impact? Are there 
additional assets that should be considered in the schedule of standardised haircuts?  
One should not lose the aim of collateralisation: it is a way to mitigate risk on derivative 
instruments. The level one risk lies in the derivative instrument and level two with the quality of 
the counterparty. These are the key elements and should be closely monitored. Collateral is an 
efficient tool to reduce risk but it should not be the focus of the risk management as it is a third 
level risk. Bankers use to say that “a good guarantee does not make a good credit” to stress 
how important it is to keep in mind the reality of the risk. In consequence we feel that regulators 
should not regulate too much in details what can be left to the initiative of professional market 
participants. Diversification is an adequate principle but has to be appreciated at the global level 
of an entity and not on the collateral only. The only rule that could be included in the regulation 
is the exclusion as collateral of any instrument issued by the counterparty or an affiliate. 
When discussing haircuts in page 24, the paper expresses the view that firms should “have an 
incentive to develop internal models” for computation. This is probably not a good approach as 
models tend to incorporate statistical data and introduce cyclicality. Standard levels which are 
fixed are the best way to avoid procyclicality. Hence it is arguable that the approach in 
determining standardised haircuts is too conservative allowing for an extra layer of haircut 
uncorrelated with risks but conceived as an incentive to turn to models. This is not appropriate 
and haircut levels should, in Amundi’s view, all be reduced to eliminate that impact. When 
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applying to a fund, the list posted in annex B should take into consideration the weighted 
average maturity of the portfolio of the fund. 
 
Element 5: Treatment of provided margin 
 
Q22. Are the proposed requirements with respect to the treatment of provided margin 
appropriate? If not, what alternative approach woul d be preferable, and why? Should the 
margin requirements provide greater specificity wit h respect to how margin must be 
protected? Is the proposed key principle and propos ed requirement adequate to protect 
and preserve the utility of margin as a loss mitiga nts in all cases?  
The global analysis of the necessity to segregate margin in accounts accessible to caller-
receiver in case of default of the poster and reversely recoverable by poster in case of default of 
caller is very sensible. It is true that local jurisdictions may have different tools to achieve such a 
result and any suggestion to promote an internationally recognised framework could be helpful, 
though difficult. The main two points to discuss are those expressed in the following two 
questions. 
 
Q23. Is the requirement that initial margin be exch anged on a gross, rather than net 
basis, appropriate? Would the requirement result in  large amounts of initial margin being 
held by a potentially small number of custodian ban ks and thus creating concentration 
risk?  
The absence of netting and the exchange of gross margins seem at first look consistent with the 
aim to mitigate risk. However, as far as funds are concerned all the assets are intrinsic collateral 
(since counterparties are in their claim senior than unit holders). Thus the exchange on a net 
basis could be quite acceptable at least for transactions with funds limiting their leverage to a 
maximum of 2. On the other hand, the operational difficulties to set up a two way gross 
margining are not to be overlooked and the principle of proportionality (to the risk incurred) 
should lead to the conclusion to exchange net margins. 
 The concentration of risk on the head of the few custodians/depositaries that would receive 
initial margins on a gross basis from both sides is severe. Regulators and market participants 
should consider developing other legal ways to leave collateral with the counterparty and 
maintain it at the hand of the beneficiary. A revision of the directive on collateral could give the 
opportunity to enhance such a new legal framework in a standardised form throughout Europe. 
 
Q24. Should collateral be allowed to be re-hypothec ated or re-used by the collecting 
party? Are there circumstances and conditions, such  as requiring the pledgee to 
segregate the re-hypothecated assets from its propr ietary assets and treating the assets 
as customer assets, and/or ensuring that the insolv ency regime provides the pledger 
with a first priority claim on the assets that are re-hypothecated in the event of a 
pledgee’s bankruptcy, under which re-hypothecation could be permitted without in any 
way compromising the full integrity and purpose of the key principle? What would be the 
systemic risk consequences of allowing re-hypotheca tion or re-use?  
The risk does not lie with re-use or re-hypothecation but with the level of leverage resulting from 
these practices. Regulation should then limit the level of leverage and regulate the abuse and 
not the use of re-use and re-hypothecation. Funds, especially UCITS, are strictly limited by law 
in that respect. Many funds are also limited in their articles of incorporation and prospectus. 
When the beneficiary of the collateral has total property right on the collateral it is improper to 
use the word re-use instead of “disposition” or “use” of the collateral.  
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An example of reasonable use of collateral received is back to back transactions: the collateral 
received by B from counterparty A should be re-usable by B in order to hedge with C its risk in a 
back to back transaction by which it suppresses its market risk. Thus, a limited number of 
instances where total risk is not increased should be considered for (re-)use or re-hypothecation 
(with the approval of the constituent of the pledge).  
 
 
 
Element 6: Treatment of transactions with affiliate s 
 
Q25. Are the proposed requirements with respect to the treatment of non-centrally-
cleared derivatives between affiliated entities app ropriate? If not, what alternative 
approach would be preferable, and why? Would giving  local supervisors discretion in 
determining the initial margin requirements for non -centrally-cleared derivatives between 
affiliated entities result in international inconsi stencies that would lead to regulatory 
arbitrage and unlevel playing field?  
Q26. Should an exchange of variation margin between  affiliates within the same national 
jurisdiction be required? What would be the risk, o r other, implications of not requiring 
such an exchange? Are there any additional benefits  or costs to not requiring an 
exchange of variation margin among affiliates withi n the same national jurisdiction?  
Amundi is not directly concerned with intra group transactions and has no specific comment on 
the preceding two questions. 
 
Element 7: Interaction of national regimes in cross -border transactions 
 
Q27. Is the proposed approach with respect to the i nteraction of national regimes in 
cross-border transactions appropriate? If not, what  alternative approach would be 
preferable, and why?  
This issue is very important and should certainly be addressed with a maximum of clarification. 
The suggested rules are consistent with general legal framework. However, the regime of 
branches may disrupt the level playing field approach as the branch will follow its home 
regulation when banks organised through a subsidiary in the same country will follow the local 
regime of the host country. If these two regimes are mutually recognised as equivalent, the 
difficulty disappears.  
These rules do not put shade on the existence of a jurisdiction clause in the contract defining 
the applicable law and the relevant court. They show how relevant it would be to achieve a 
common international type of contract. 
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