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At a glance
The legislative text on new regulations relating to European Money Market Funds (MMFs) was finally published in the
Official Journal on 30 June 2017, and came into force on 21 July 2017.
The regulation focuses on three main areas:
• The creation of new MMF categories: Public Debt Constant NAV (CNAV) and Low Volatility NAV (LVNAV)
• Increased liquidity and diversification requirements across all types of MMFs
• Defined levels at which a Fund’s Board of Directors can impose fees and gates to Public Debt CNAV and LVNAV funds
Any new MMFs launched after the 21 July 2017 are required to be compliant with the new regulations within a year.
Existing MMFs (including the UBS MMFs) have been granted an 18-month transition period and are required to be
compliant by no later than 21 January 2019.

Timeline/implementation period
2017

2018

2019

21 July 2018 Regulation applies to new funds

21 Jan 2019 Regulation applies to
existing funds

+20 days

June 2017 Publication in Official Journal
21 July Entry into force
Dec Secondary legislation & guidance prepared

Source: IMMFA

Current European Money Market landscape
In 2010 the European Securities and Markets Association (ESMA), defined two classifications for European MMFs: 1) Short-Term
MMFs and 2) MMFs. Any fund in Europe which falls outside these two sub-categories could no longer call itself a MMF.
Summary of current MMF categories
Two types of Money Market Fund categories
Short-Term Money Market Funds
Short-Term Constant NAV (ST CNAV)

Money Market Funds
Short-Term Variable NAV
(ST VNAV)

Variable NAV (VNAV)

Both MMF categories have a primary focus on maintenance of principal and were designed to deliver broad diversification across
sectors, issuers and maturities. The two categories allow for differentiation in duration and credit quality.
Whilst the new regulation will bring about changes to the MMF landscape, it is important to note that some of the proposed
reforms are already being adhered to by UBS MMFs under the existing European Securities and Market Association (ESMA)
guidelines and/or the Institutional Money Market Funds Association (IMMFA) Code of Practice.

The new European Money Market landscape
European MMF Reform has retained the two broad MMF categories, Short-Term MMFs and MMFs, it has however also created
new sub-categories which have been outlined in the summary below.
Summary of post-reform MMF categories with agreed specifics
New Money Market Fund categories
Short-Term Money Market Funds

Money Market Funds

Public Debt Constant NAV
(CNAV)

Low Volatility NAV
(LVNAV)

Short-Term Variable NAV
(ST VNAV)

Variable NAV
(VNAV)

• Funds that invest ≥99.5% of
assets in Government or
Government-guaranteed
securities
• Funds are permitted to publish
a CNAV
• 397 days maximum asset
maturity
• 60 days WAM / 120 days WAL

• Funds can publish a CNAV
provided the NAV calculation
does not deviate from 1.00
by more than 20 basis points
• 397 days maximum asset
maturity
• 60 days WAM / 120 days WAL

• 397 days maximum asset
maturity
• 60 days WAM / 120 days WAL

• 2 years maximum asset maturity
with 397 days maximum to next
interest rate reset date
• 6 months WAM / 12 months
WAL

Liquidity requirements
Liquidity and diversification requirements
Short-Term Money Market Funds
Public Debt Constant NAV
(CNAV)

Low Volatility NAV
(LVNAV)

Money Market Funds
Short-Term Variable NAV
(ST VNAV)

• Minimum daily and weekly liquidity requirements of 10% and
30% respectively
• No more than 10% in deposits or 5% in money market instruments
issued by the same institution
• Government securities that can be redeemed or settled within 1 day
and with a maturity of <190 days can be included in weekly liquidity
calculations, up to a maximum of 17.5%

Variable NAV
(VNAV)

• Minimum daily and weekly liquidity requirements of 7.5% and
15% respectively
• No more than 10% in money market instruments issued by the same
institution
• Shares in other MMFs can be included in weekly liquidity calculations,
up to a maximum of 7.5%

Total exposure to ABCP is limited to 15% of the fund.
Reverse repo is limited to 15% per counterparty.

Fees and Gates
Proposed Fees and Gates
Short-Term Money Market Funds
Public Debt Constant NAV
(CNAV)

Low Volatility NAV
(LVNAV)

• If weekly liquidity levels fall below 30% and if daily net redemptions
exceed 10%, then the board has the discretion to introduce liquidity
fees to ensure that remaining investors are not disadvantaged
• If weekly liquidity levels fall below 10%, then the board is obliged
to implement fees or redemption gates
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Money Market Funds
Short-Term Variable NAV
(ST VNAV)

Variable NAV
(VNAV)

• No provisions1

Excluding those provisions for all UCITS funds under Article 84 of UCITS V.
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With over USD 119 billion of liquidity assets invested around the globe UBS Asset Management is among the world’s largest
liquidity managers.1
We appreciate how important flexible and high quality liquidity management solutions are for clients. That is why for over 30
years clients including corporations, governments, endowments, family offices, high net worth and other investors entrust us to
invest their cash.
Over the coming months, UBS Asset Management will be communicating any required adjustments to the UBS Money Market
Funds. In the interim, please reach out to your UBS Asset Management advisor or one of the UBS Global Liquidity Management
team members for further information.
1

As of 30 June 2017.
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EMEA
The information and opinions contained in this document have been compiled or arrived at based upon information obtained from sources believed to
be reliable and in good faith, but is not guaranteed as being accurate, nor is it a complete statement or summary of the securities, markets or developments
referred to in the document. UBS AG and / or other members of the UBS Group may have a position in and may make a purchase and / or sale of any of
the securities or other financial instruments mentioned in this document. Before investing in a product please read the latest prospectus carefully and
thoroughly. Units of UBS funds mentioned herein may not be eligible for sale in all jurisdictions or to certain categories of investors and may not be
offered, sold or delivered in the United States. The information mentioned herein is not intended to be construed as a solicitation or an offer to buy or
sell any securities or related financial instruments. Past performance is not a reliable indicator of future results. The performance shown does not take
account of any commissions and costs charged when subscribing to and redeeming units. Commissions and costs have a negative impact on performance. If the currency of a financial product or financial service is different from your reference currency, the return can increase or decrease as a result
of currency fluctuations. This information pays no regard to the specific or future investment objectives, financial or tax situation or particular needs of
any specific recipient. The details and opinions contained in this document are provided by UBS without any guarantee or warranty and are for the
recipient’s personal use and information purposes only. This document may not be reproduced, redistributed or republished for any purpose without the
written permission of UBS AG. This document contains statements that constitute “forward-looking statements”, including, but not limited to,
statements relating to our future business development. While these forward-looking statements represent our judgments and future expectations
concerning the development of our business, a number of risks, uncertainties and other important factors could cause actual developments and results
to differ materially from our expectations.
UK
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