
 

   

European Money Market Fund Reform 

Frequently Asked Questions 

This document explains the European Money Market Fund (MMF) Regulations in more detail and helps to clarify 

what the new rules are likely to mean for money market fund investors, as well as ensuring that clients have the 

best experience as we transition our range to meet the new rules. 

This document and any information it contains is not intended for Retail Clients in terms of Article 4 (para 1 
(11)) EU Regulation 2014/65/EU. The document or parts of it may not be disclosed to any third party. 
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A. General Product Questions  

 How similar is the Low Volatility NAV (LVNAV) fund to the current Constant NAV (CNAV)? 

The European Money Market Fund Regulation has created a new type of fund, the LVNAV, which is a hybrid 

between the existing CNAV and VNAV money market funds. 

The table below compares some of the key characteristics of the existing Constant NAV fund and the new fund 

structure before and after the Reform is implemented on the 21st January 2019: 

 Short-Term Money Market Funds 

 
Pre-January 2019: 

Current Fund Post-January 2019: New Fund Types 

 CNAV Fund 

Public Debt 
(Government) CNAV 
Fund 

Low Volatility NAV 
Fund (LVNAV) 

Short-Term Variable 
NAV Fund (VNAV) 

Minimum  
Daily Liquidity 

20%1 10% 10% 7.5% 

Minimum Weekly 
Liquidity 

30%1 30% 30% 15% 

Max WAM 60 days 60 days 60 days 60 days 

Max WAL 120 days 120 days 120 days 120 days 

Maximum Maturity of 
investments 

397 days 397 days 397 days 397 days 

Accounting Method 
Amortised Cost 
Accounting 

Amortised Cost 
Accounting 

Amortised Cost 
Accounting up to 75 
days 

Mark-to-market > 75 
days 

Mark-to-market 
Variable NAV 

Threshold to Trade at 
Constant NAV 

50bps 50bps 20bps N/A 

NAV Method 
Fund pricing to two 
decimal place 

Fund pricing to two 
decimal place 

If the portfolio NAV 
moves more than 
20bps from 
1.00/share then the 
fund must use a NAV 
per share to four 
decimal places 

Variable NAV to four 
decimal places 

Liquidity Fees and/or 
Gates 

UCITS/Prospectus 
Liquidity-based fees 
and/or Gates 

Liquidity-based fees 
and/or Gates 

UCITS/Prospectus 

 
Note:  
1. HSBC Global Asset Management Internal rules 

 

One of the key features of the Low Volatility NAV fund is its ability to issue and redeem units at a NAV per share 

of 1.00 under certain conditions thus preserving the utility of the constant NAV model. By contrast, VNAV funds 

are not permitted to use amortised cost and as such the NAV will float each day and will price to four decimal 

places. 
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 Post Reform, what HSBC fund options will be offered? 

After five years of discussion, design and preparation the new Money Market Fund Regulation was passed by 

the European Union in July 2017. This resulted in the formation of three new fund structures: 

Low Volatility Net Asset Value – 

LVNAV 
 Public Debt Constant Net Asset 

Value – CNAV 
 

Variable Net Asset Value – 

VNAV 

 

HSBC Global Liquidity Funds (GLF) will convert its existing CNAV prime funds to the LVNAV prime fund 

structure (see table below) and intends to launch CNAV public debt funds, initially focused on US Treasury. 

Planned HSBC Global Liquidity Funds line-up 

Fund Type Currencies Comments 

LVNAV Prime Funds  USD, EUR, GBP, CAD, AUD  Planned conversion of existing CNAV Prime Funds  

CNAV Public Debt Fund  USD Treasury  Launched in July 2018 

 

In addition we are considering launching the following additional funds subject to client demand, as listed in the 

table below: 

Fund Type Currencies Comments 

CNAV Public Debt Funds  USD Government, EUR, 
GBP 

 Currently registered, launch subject to client demand 

VNAV Prime Funds  USD, EUR, GBP, CAD, AUD  Registration completed, launch subject to client 
demand 

VNAV Ultra Short Debt1  USD, EUR, GBP  Separately managed accounts already available.  
Pooled funds continue to be evaluated 

 
Note:  
1. Not a Money Market Fund 
Source: HSBC Global Asset Management 

 

 When will HSBC Global Liquidity Funds transition to LVNAV? 

On Wednesday 16 January 2019, ahead of the 21 January 2019 compliance deadline, HSBC Global Liquidity 

Funds will be transitioning its full spectrum of CNAV Prime Funds denominated in USD, EUR, GBP, CAD and 

AUD to the new Low Volatility NAV Prime Funds. We expect that in November 2018, clients will be required to 

vote on the changes which will be communicated by HSBC Global Asset Management ahead of time 

 How will the transition to LVNAV take place? 

During the month of November, investors into the HSBC GLF funds will be sent a Circular to Shareholders and 
Notice of Extraordinary General Meeting (EGM) to comply with the upcoming European Money Market Fund 
reform.  This shareholder letter, EGM convening notice and a proxy voting form will be emailed or sent by post to 
the name and address held on the shareholder register. 
 
There will be no further requirements, other than the completion and return of the Proxy Voting Form detailed 
above and we expect the transition to the new fund structure to be seamless. We will keep you up to date with 
our plans as we progress through the implementation project as we understand the importance of giving you 
sufficient time to implement any changes on your side.  
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 Will the Funds’ external credit rating change? 

There will be no change to any of the Fund Ratings. The HSBC GLF funds will continue to carry the highest 

money market fund credit ratings available of AAAm by S&P and Aaa-mf by Moodys.  

 

 Going forward, how likely is the NAV to move away from 1.00? 

We believe that demonstrating how the HSBC GLF Funds have performed in times of market stress is an 

important part of being transparent for our investors. HSBC Global Asset Management has undertaken back-

testing of data which suggest a very low probability of the price exceeding or falling below the fund’s marked-to-

market NAV by more than 20 bps. The back testing covers the period from 2003, which includes pre-crisis 

markets, 2008 global financial crisis, and the environment of ultra-low interest rates period to date. Assuming 

there was no change in a constant AUM, WAM and WAL over the period to remove subjectivity, we used Libor to 

price assets in the following illustration. 

  

Number of 
Occasions 

0.20% collar 
breached 

Lowest price 
on downside 

Highest price 
on upside 

Number of 
days for the 
price to return 
to 1.00 

% of sample 
within 0.10% 

collar 

% sample 
within 0.05% 

collar 

USD GLF 1 99.65 100.15 9 days 96% 86% 

GBP GLF 2 99.81 100.221 12 days / 1 day 93% 86% 

EUR GLF 0 99.84 100.19 N/A 96% 85% 

CAD GLF 0 99.85 100.12 N/A 97% 93% 

 
Note:  
1. The GBP fund broke out of the 0.20% collar twice on the upside. Both occasions occurred in January 2009. 
Source: HSBC Global Asset Management 

 

The results of the back test show that: 
1. The probability of the mark-to-market price moving outside the 0.20% collar is considered to be very low  

2. On the three occasions across the four money market funds when it did move outside the collar, the 

magnitude of deviation was between 0.02% and 0.15%.  

3. After the deviations did occur, the time for the price to revert to 1.00 was between 1 to 12 business 

days. 

4. The mark-to-market price remains within a 0.10% collar between 93-97% of the data sample period 

The data for all four funds demonstrates that the greatest volatility on the downside occurred in Q3 2008 during 
the height of the Credit Crisis and again, on the upside, as the markets began to recover following that. Outside 
of this period, market by very high market volatility, the four funds’ mark-to-market NAVs traded within a 0.10% 
range.  
 

 What is meant by the fund “collar”? 

The LVNAV fund “collar” forms part of the valuation mechanism introduced by the European money market fund 

regulation.  

Under the Reform, investors in LVNAV funds can purchase and redeem shares at a constant NAV calculated to 

two decimal places, such as 1.00. This is achieved by the fund using amortised cost for valuation purposes but it 

is only possible if the difference between the fund’s constant NAV and its marked-to-market NAV being is no 

greater than 20 basis points (the “collar”). 

In comparison, current Prime CNAV funds’ collar is 50 basis points. 
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 What has been the historical weekly NAV move for the USD GLF fund?  

Below we have plotted the NAV data since 2002 for the USD GLF fund based on a back test conducted by us. 

GLF US Dollar Fund NAV per share 

 

Simulation of past performance is not necessarily a guide to future performance and does not consider 
any issue surcharge and other asset-based fees. 

Source: HSBC Global Asset Management as of December 8, 2017. Back tested results have inherent limitations, some of which are 
described below. Back tested returns do not represent the performance results of actual trading or portfolio asset allocations for any client 
assets or portfolios. Back tested returns are calculated through the retroactive application of the proposed asset allocation to its relevant 
benchmark and are produced with the benefit of hindsight. Therefore, the performance results are not indicative of the skill of HSBC Global 
Asset Management or of future results. Since back tested performance results do not represent actual trading or portfolio asset allocations 
they may not reflect the impact that material economic and market factors might have had on decisions made in actual trading or portfolio 
asset allocations. No representation is being made that any portfolio will or is likely to achieve profits or losses similar to those shown. In fact, 
there are frequently significant material differences between back tested performance and performance results subsequently achieved by 
following a particular strategy. 
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 What has been the historical weekly NAV move for the EUR GLF fund?  

Below we have plotted the NAV data since 2002 for the EUR GLF fund based on a back test conducted by us. 

GLF EUR Fund NAV per share 

 

Simulation of past performance is not necessarily a guide to future performance and does not consider 
any issue surcharge and other asset-based fees. 

Source: HSBC Global Asset Management as of December 8, 2017. Back tested results have inherent limitations, some of which are 
described below. Back tested returns do not represent the performance results of actual trading or portfolio asset allocations for any client 
assets or portfolios. Back tested returns are calculated through the retroactive application of the proposed asset allocation to its relevant 
benchmark and are produced with the benefit of hindsight. Therefore, the performance results are not indicative of the skill of HSBC Global 
Asset Management or of future results. Since back tested performance results do not represent actual trading or portfolio asset allocations 
they may not reflect the impact that material economic and market factors might have had on decisions made in actual trading or portfolio 
asset allocations. No representation is being made that any portfolio will or is likely to achieve profits or losses similar to those shown. In fact, 
there are frequently significant material differences between back tested performance and performance results subsequently achieved by 
following a particular strategy 
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 What has been the historical weekly NAV move for the GBP GLF fund?  

Below we have plotted the NAV data since 2002 based on a back test conducted by us. 

GLF GBP Fund NAV per share 

 

Simulation of past performance is not necessarily a guide to future performance and does not consider 
any issue surcharge and other asset-based fees. 

Source: HSBC Global Asset Management as of December 8, 2017. Back tested results have inherent limitations, some of which are 
described below. Back tested returns do not represent the performance results of actual trading or portfolio asset allocations for any client 
assets or portfolios. Back tested returns are calculated through the retroactive application of the proposed asset allocation to its relevant 
benchmark and are produced with the benefit of hindsight. Therefore, the performance results are not indicative of the skill of HSBC Global 
Asset Management or of future results. Since back tested performance results do not represent actual trading or portfolio asset allocations 
they may not reflect the impact that material economic and market factors might have had on decisions made in actual trading or portfolio 
asset allocations. No representation is being made that any portfolio will or is likely to achieve profits or losses similar to those shown. In fact, 
there are frequently significant material differences between back tested performance and performance results subsequently achieved by 
following a particular strategy. 
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 What has been the historical weekly NAV move for the CAD GLF fund?  

Below we have plotted the NAV data since February 2008 based on a back test conducted by us. 

GLF CAD Fund NAV per share 

 

Simulation of past performance is not necessarily a guide to future performance and does not consider 
any issue surcharge and other asset-based fees. 

Source: HSBC Global Asset Management as of December 8, 2017. Back tested results have inherent limitations, some of which are 
described below. Back tested returns do not represent the performance results of actual trading or portfolio asset allocations for any client 
assets or portfolios. Back tested returns are calculated through the retroactive application of the proposed asset allocation to its relevant 
benchmark and are produced with the benefit of hindsight. Therefore, the performance results are not indicative of the skill of HSBC Global 
Asset Management or of future results. Since back tested performance results do not represent actual trading or portfolio asset allocations 
they may not reflect the impact that material economic and market factors might have had on decisions made in actual trading or portfolio 
asset allocations. No representation is being made that any portfolio will or is likely to achieve profits or losses similar to those shown. In fact, 
there are frequently significant material differences between back tested performance and performance results subsequently achieved by 
following a particular strategy. 
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 Will the GLF funds be managed differently post-Reform? 

The implementation of the European money fund reform will not change meaningfully the way HSBC Global 

Asset Management manages its money market funds. Moreover, the current conservative investment guidelines 

used to manage HSBC GLF funds, which are supported by a globally consistent investment process, already 

represent a higher standard than that introduced by the reform. In our view, they are our key competitor 

advantage.  

 

The table below sets out the key constraints introduced by the regulation in comparison to the internal investment 

guidelines for the HSBC GLF funds, alongside Standard and Poor’s Principal Stability MMF constraints for an 

AAA-rated MMF. Green indicates the areas where our current guidelines are more conservative than those 

introduced by the new money market regulations, while red shows the changes, however minimal, that we will 

need to make in order to comply with the new regime. 

There are some technical changes not shown in the table, but it does highlight what we consider to be some of 

the most important.  

 

Table: Comparison of the key constraints 

 
Notes:  
1. A-1 short term rated counterparties 
2. A star is HSBC Global Asset Management highest internal credit rating 
Source: HSBC Global Asset Management 

 

At the fund level, for example, the maximum weighted average life and minimum overnight liquidity introduced by 

the reform are 120 days and 10% respectively. However HSBC Global Asset Management is far more 

conservative with a WAL tighter by 30 days and an overnight liquidity double that of the regulatory limit. 

In summary, investors should take comfort that HSBC’s actual portfolio construction and investment ethos are far 

more conservative than the new Regulation not only from a risk perspective but also on the diversification 

requirements. 

 New regulation – short 
term LVNAV 

HSBC Global Asset 
Management internal 
guidelines 

Standard and Poor’s 
principal stability fund 
constraints 

Risk constraints    

WAM maximum 60 days 60 days 60 days 

WAL maximum 120 days  90 days 90 days 

Individual asset 397 days 397 days 397 days 

Overnight liquidity minimum 10% 20% Not applicable 

1 week liquidity minimum 30% 30% Not applicable 

Diversification constraints    

Per counterparty group 
(all above exposure) 

15% 

5% banks (10% overnight 
only certain banks) 

10% agencies 

2% corporates 

15% except for AA- or better 
rated banks 

Per counterparty group 
(reverse repo) 

15% 

25% overnight 

10% 2-5 business days 

5% 5-30 business days 

25% overnight1 

10% 2-5 business days 

5% > 5 business days 

ABCP total exposure 15% 30% Not applicable 

Public debt per issuer 100% 
100% 

Eurozone < A2 rated 35%  

100% AA or higher 

50% AA- or below 

Public debt per issue 30% Not applicable   
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 Do you expect the Regulation to impact Funds’ yields? 

Investors should expect little change to how the HSBC Global Liquidity Funds are managed day to day as the 

funds’ investment guidelines are already in line or more conservative than the new Regulation. Hence investors 

should expect little change to the funds’ yield and return expectations going forward.  

 

 Will ‘Sponsor support’ be permitted under the new European Money Market Fund 

Reform? 

The provision of support by the sponsor or a third party is prohibited in the new Regulation.  

While there is no prohibition of support in the pre-reform world, in practice the probability of a sponsor providing 

support has materially declined post the 2008 credit crisis thanks to changes to accounting rules and new 

regulation in other parts of financial services.  

 

 Will CNAV funds still exist post MMF reform? 

Yes, only Public Debt (Government) MMFs can continue to use constant NAV pricing hence they will be the only 

CNAV option available to investors post reform. 
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 Would LVNAV be considered as ‘Cash and Cash Equivalent’ under the International 

Financial Reporting Standards (IFRS)? 

International Accounting Standards 7 (‘IAS7’) defines cash equivalents as:  

 ‘Short-term, highly liquid investments that are readily convertible to known amounts of cash and which are 

subject to an insignificant risk of changes in value’  

 International Accounting Standards 7.7 (‘IAS7.7) then notes that cash equivalents are held for the purpose of 

meeting short term cash commitments rather than for investment or other purposes 

 IAS7.7 also notes that: ‘…an investment normally qualifies as a cash equivalent only when it has a short 

maturity of say 3-months or less from the date of acquisition’ 

The table below summarises the key characteristics of the HSBC Global Liquidity Funds in light of the 

International Accounting Standards: 

IAS7 terms HSBC GLF short-term MMFs features 

Short term  - 3-months or less The MMFs we have approved typically have a maximum weighted average life 90-days 

Highly liquid The MMFs we have approved offer same-day liquidity with no bid / offer spread 

Readily convertible to cash The MMFs we have approved offer same day liquidity with no bid / offer spread. Sale 
proceeds are paid in cash 

Insignificant risk of change in 
value 

Historic actual MMF price data and the back test conducted demonstrate that there is an 
insignificant risk of a change in value (the risk is not zero) 

Source: HSBC Global Asset Management 

 

Per the table above, one can see that HSBC GLF short-term MMFs already operate in line with the new 

regulations, which are even more conservative than existing rules, and so we believe this will be helpful in 

supporting their eligibility for consideration as cash and cash equivalents.  Our back testing analysis should be a 

useful tool to support this view. 

In addition, most markets consider CNAV funds already as cash and cash equivalent and since there are clear 

similarities of the features between CNAV and LVNAV, we are confident that major global accountancy firms will 

continue to classify LVNAV as such going forward.  We would encourage clients to engage with their internal and 

external auditors in relation to this topic. 
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B. LVNAV Fund Pricing Conventions Questions 

 How similar is the pricing convention between LVNAV and today’s CNAV? 

There are a lot of pricing similarities between the two structures, for example in their use of amortised cost 

accounting: 

 CNAV funds are marked-to-market (MTM) once a week. As long as the MTN price is within 50bps of the 

fund’s constant NAV value of 1.00, then the fund NAV will round to two decimal place and will price at 1.00. 

The fund’s NAV will only change if the price moves outside the 50bps collar. 

 In the case of LVNAV, the full mark-to-market (MTM) also takes place every day but the new MMF 

regulations introduce a tighter collar of +/- 20bps to 1.00. 

Subsequently, the price of an LVNAV MMF would fluctuate if the daily mark-to-market valuation broke out of the 

20 basis point collar in the same way that the price of a CNAV MMF would fluctuate if the ‘shadow’ mark-to-

market NAV broke out of the 50 basis point collar. Effectively, the only key change the Money Market Regulation 

has brought in is to reduce the fund collar from 50bps to 20bps. 

 

 What happens if the NAV goes outside the 20bp NAV collar?  

The probability of the mark-to-market price moving outside the 0.20% collar is considered to be very low. 

However, in the unlikely event of the price exceeding or falling below the fund’s marked-to-market NAV by more 

than 20 bps, the valuation of the assets will move to variable pricing and the pricing convention will move to 4 

decimal points. Subsequently,  valuations of assets with maturities of less than 75 days as well as fund 

purchases and redemptions will reflect market (or model versus a reference curve) levels.  

 

 Can an LVNAV fund revert to a constant price? 

Yes, under the Regulation, it is possible for an LVNAV MMF to ‘cure’ itself by the mark-to-market price moving 

back inside the 20 bps collar and therefore the price of the fund moving back to a 2 decimal place price of 1.00. 

Essentially, in that case, the fund may revert to a constant price and re-commence using amortised cost for asset 

valuation purposes hence pricing back at 1.00. 
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C. Liquidity Fees and Redemption Gates Questions 

 Why did the new Regulations introduce the provision of Liquidity fees and gates? 

In addition to the existing UCITS liquidity management techniques documented in fund prospectuses, liquidity-

based fees and redemption gates were introduced to allow a Money Market Fund manager to better manage a 

severe stress event leading to heightened levels of redemption activity and, most importantly, to help protect 

investors. 

Key benefits: 

 A liquidity fee is here to protect the remaining investors in the fund by ensuring they are not paying the cost 

of liquidity of investors who are redeeming. Should a liquidity fee be applied to redeeming investors, the fee 

would be retained by the fund. 

 A redemption gate is a purely temporary measure that gives time to manage a severe stress on a fund better 

by halting all redemptions for a period.  The Board of the fund has a fiduciary responsibility to ensure that the 

remaining investors are not negatively impacted by significant redemptions from the fund as it is the case 

already for any mutual fund regardless of whether it is an MMF or not. 

It should also be noted that liquidity fees and gates are not a new phenomenon. The majority of prime CNAV 

money market funds have always contained provisions permitting fund managers to impose liquidity fees and 

gates since their inception. 

 

 Liquidity fees and gates can be only implemented under certain conditions, what are 

they? 

The regulation requires LVNAV and Public Debt CNAV MMFs to follow a specific process in the event of 

significant redemption activity: a two-trigger event has to occur for a Board to be required to consider whether to 

apply a liquidity fee or gate. 

 If the proportion of assets that mature within one week falls below 30% AND the daily net redemptions on a 

single business day exceed 10% of total assets, the Board of Directors of the MMF must make a 

discretionary decision, taking into account the best interest of shareholders, whether to apply a liquidity fee 

or redemption gate. Please note that the Directors are not duty bound to invoke either a fee or a gate. 

 In addition, if the proportion of assets maturing within one week falls below 10%, then the Board of Directors 

must apply a mandatory liquidity fee and/or a redemption gate for up to 15 days. The new regulation states 

that the maximum liquidity fee that could be applied is up to 3% on redemptions.  

Please note short-term VNAV MMFs are not required to apply Liquidity fees and gates. 

 

 In reality, how likely are liquidity fees and gates to be implemented? 

We reviewed live fund data dating back to June 2007 to demonstrate that the probability that the Board would 

need to make this decision is extremely low. When it did occur, the magnitude of the fall below 30% was low, and 

the time for weekly liquidity to recover back above 30% was short. We believe this is appropriate as liquidity fees 

or gates should only ever be required during a severe market stress or an idiosyncratic stress on a fund. Weekly 

liquidity falling below 30% very rarely indicates that a MMF is facing a liquidity challenge. 
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Results of the analysis of 10 years (June 2007 – June 2017) of live data from HSBC Global Asset 

Management against the two factor triggers for liquidity fees and gates 

Fund currency (HSBC 
Global Liquidity Fund 
PLC) 

No. of 
occasions both 

triggers met 

Level of weekly liquidity 
post redemption on each 
occurrence 

No. of business days for weekly liquidity 
to be >30% on each occurrence 

USD 0 - - 

GBP 0 - - 

EUR 3 23%, 17%1, 25% 3, 211, 5 

 
Note:  
1. This occasion relates the period immediately after yields went negative in the Eurozone which saw heightened redemption activity across the industry which 

we were comfortably able to manage 
Source: HSBC Global Asset Management 

 

 How is a liquidity fee calculated? 

In exceptional circumstances and during periods of severe market stress, should the Board of Directors decide it 

is necessary to apply a temporary liquidity fee, it will be calculated based on the estimated cost to liquidate a 

portion of the assets in the MMF on each trading day that a liquidity fee applies. The new Regulation states that a 

redemption fee of up to 3% may be charged at the discretion of Directors. The level of the fee is not designed to 

be punitive in any way and is for the protection of the remaining investors—not the Investment Manager. The 

redemption fee is capped at 3%, however in reality if ever applied, the fee would be much lower. 

 

 How will investors know that a liquidity fee is in place? 

Investors placing redemptions will be notified of the % fee prior to the fund accepting the redemption trade and 

redemption payments will be paid net of the calculated fee. In addition, the fee is retained by the fund and will be 

evenly distributed among the remaining investors.  

 

 If a fee is applied, what can clients do? 

The investor has the option to redeem and pay the market cost of liquidity at the time or remain in the fund.   

 

 Would subscriptions be possible if a redemption gate or fee is in place? 

Yes depending on market conditions, subscriptions will continue to be accepted when a redemption fee or gate is 

in place. 

 

 US MMF reforms do not require Government CNAV MMFs to apply liquidity 

fees/redemption gates, is this the case for Public Debt MMFs funds under the EU MMF 

reform? 

No, the new European regulation requires both LVNAV and Public Debt CNAV MMFs to include provisions for 

liquidity fees and gates. Only short-term VNAV MMFs are not required to have these regulations in their 

prospectus (although they may choose to). It should also be acknowledged that Short-term VNAV MMFs 

essentially have a liquidity fee built into them, the cost of liquidity in a stress event being reflected in the NAV of 

the fund. 
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 Post reform, how do VNAV compare to Public Debt CNAV and LVNAV in terms of liquidity 

fees and gates? 

It is important to compare the liquidity fee and redemption gate provisions required for CNAV and LVNAV to a 

VNAV. Whilst a VNAV MMF is not required to have the additional regulatory-based fee and redemption gate 

provisions applied to Public Debt CNAV and LVNAV, there are however two important considerations.  

 Firstly, a VNAV MMF effectively has a liquidity fee imbedded in the mark-to-market price of each asset and 

therefore in the price of the VNAV MMF. Therefore a liquidity fee is not ‘avoided’ by investing in a VNAV 

MMF. 

 Secondly, if a VNAV Prime fund also experiences a reduced level of weekly liquid assets it follows that the 

fund must consider if it can meet any redemption requests in an orderly fashion.  The manager has a 

fiduciary responsibility to consider whether this is the case and determine whether gates should apply.  So in 

essence the considerations for a similar portfolio run under a VNAV and an LVNAV should be similar. 
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D. Operational and Reporting Questions  

 Will the Funds dealing and settlement cut-off times change? 

The funds converting to LVNAV will not see alterations to their fund cut-off times. Please see the table below. 

Cut-off times – Global Liquidity funds Dealing Settlement 

HSBC US Dollar Liquidity Fund 
4.30 pm  
NY time 

T+0 

HSBC Sterling Liquidity Fund 
1.30 pm  
Dublin time 

T+0 

HSBC Euro Liquidity Fund 
1.00 pm  
Dublin time 

T+0 

HSBC Canadian Dollar Liquidity Fund 
12.00 noon  
NY time 

T+0 

HSBC Australian Dollar Liquidity Fund 
12.00 noon 
Australian EST time 

T+0 

Note: Portal trading is 15mins earlier to dealing cut-off time 

 

 Is there anything that will change in how I place and settle my orders today? 

No, post conversion there will be no changes to how you trade (phone/fax/portals) and settle your orders. 

 

 Will you continue with Intra-day Settlement? 

Yes, GLF LVNAV sub funds will continue with the current intra-day payment cycles. 

 

 Will there be a change to the Funds’ valuation point? 

No, the GLF LVNAV funds will retain their existing single valuation point and dealing cut-off (see question 29 

above). 

 

 Do you anticipate any change in reporting? 

Your daily NAV and Yield report will continue as normal. Moreover, we anticipate to publish an end of day 

‘shadow’ NAV on the LVNAV funds on a daily basis. 

 

 Do we expect any changes to the Distributing and Accumulating Share Classes? 

 Distributing : No change - Daily income factor and monthly distribution will continue as normal 

 Accumulating: No change - Daily income continues to accrue within the NAV share price 
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 What is happening with Share cancellation (or reverse distribution mechanism) on EUR 

CNAV funds? 

The question of compatibility of the current share cancellation mechanisms with the new MMF regulations raised 

by ESMA with the European Commission has been captured within our broader European Money Market Fund 

Reform project and as such we have been monitoring developments closely. At this time we are aware of 

challenges to the European Commission’s response and we will continue to monitor further developments before 

committing to any changes to the post reform product line up. HSBC is fully committed to providing a same day 

access EUR money market fund option to our investors. 

 

 Can I place Unit & Cash value trades going forward? 

Yes, as per current processes, both unit and cash trading will be accepted. 

 

 Is there any change to the APAC early settlement? 

There is no change to the existing service offering. 

 

 Will there be any changes to the content or frequency of regular reporting I receive today? 

There will be no change. 

 

 Will anything change when transacting with Portals including HSBCnet? 

Trading via HSBCnet or third party portals is unaffected by the new money market fund rules. 

 

 Will any of the share class ISINs change once the transition to LVNAV has taken place? 

We are planning to convert the existing CNAV funds to LVNAV which will retain ISINs and other details as 

previously, and should be seamless to the investor. 
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E. Key Risks 

The value of investments and any income from them can go down as well as up and 

investors may not get back the amount originally invested. 

 Exchange Rate Risk Changes in currency exchange rates could reduce or increase 

investment gains or investment losses, in some cases significantly. 

 Counterparty Risk The possibility that the counterparty to a transaction may be unwilling 

or unable to meet its obligations. 

 Liquidity Risk Liquidity Risk is the risk that a Fund may encounter difficulties meeting its 

obligations in respect of financial liabilities that are settled by delivering cash or other 

financial assets, thereby compromising existing or remaining investors. 

 Operational Risk Operational risks may subject the Fund to errors affecting transactions, 

valuation, accounting, and financial reporting, among other things. 

 Derivatives Risk Derivatives can behave unexpectedly. The pricing and volatility of many 

derivatives may diverge from strictly reflecting the pricing or volatility of their underlying 

reference(s), instrument or asset. 

 Money Market Fund Risk The Fund’s objective may not be achieved in adverse market 

conditions. During times of very low interest rates, the interest received by the Fund could 

be less than the costs of operating the Fund. 

Further information can be found in the prospectus and Key Investor Information 

Documents (KIID). 
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F. Important Information 

 

This document is produced by HSBC Global Asset Management (UK) Limited and amended by HSBC Global 

Asset Management (Deutschland) GmbH.  

This marketing document is designed for sales and marketing purposes for the introduced fund and is not an 

offer, an investment advice/recommendation or an invitation to make an application to invest in this fund. It does 

not constitute independent investment research. All statutory requirements concerning impartiality of financial 

analysis are unaffected. This document does not replace a professional investment advice. It is not an offer for 

subscription. A prohibition of trading concerning mentioned financial products before publishing this document 

does not exist. This document is only directed to persons who have a permanent residence in the Federal 

Republic of Germany or in Austria. It is not determined to addressees in any other jurisdictions or to citizens of 

the USA. This document is only intended for the recipient. The document or parts of it may not be disclosed to 

any third party or used for any other purpose without prior written consent. Past performance contained in this 

document is not a reliable indicator of future performance whilst any forecasts, projections and simulations 

contained herein should not be relied upon as an indication of future results. Due to the composition of the fund 

prices may fluctuate significantly in the short term to the downside as well as the upside. This document is based 

on information obtained from sources we believe to be reliable but which have not been independently verified; 

therefore we accept no responsibility for accuracy and/or completeness. The opinions represented in this 

document express opinions of the author/the authors, editors and business partners of HSBC Global Asset 

Management (Deutschland) GmbH and are subject to change. The shift of opinion has not to be published. The 

fund is not suitable for every investor. It cannot be ruled out that an investment in the fund could lead to losses 

for the investor. It is also possible that investors might lose all of their initial investment. All information within this 

document do neither replace the prospectus for the fund nor the Key Investor Information Documents and the 

most recent annual and semi-annual reports. These documents can be obtained upon request and free of charge 

from HSBC Trinkaus & Burkhardt AG, Koenigsallee 21/23, 40212 Duesseldorf, Germany. They are also available 

on the internet via www.assetmanagement.hsbc.de/de or from Raiffeisen Bank International AG, Am Stadtpark 9, 

1030 Wien and via www.assetmanagement.hsbc.com/at.  

 

For Germany: © HSBC Global Asset Management (Deutschland) GmbH, Königsallee 21/23, 40212 Düsseldorf  

For Austria: © HSBC Global Asset Management (Österreich) GmbH, Herrengasse 1-3, 1010 Wien  

All rights reserved. 

 

 


