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BNY’s Cecere Says MMFs
Ready to Transact Non‐$1

servicers have spent a lot of �me not only generally prepared. In the unlikely event
understanding the implica�ons of that but that a fund does break the buck, fund
also enhancing the systems,
companies not only have to
opera�onal protocols, etc, in
be opera�onally prepared,
On October 31, the last direc�ve con‐ order to prepare for a similar
but also have to have a solid
tained in the SEC’s February 2010 circumstance.
communica�on plan in place
“Money Market Fund Reform” amend‐
With the new regula�ons,
depending upon the ac�on
ments to Rule 2a‐7 of the Investment it became clear those chang‐
they choose to take within
Company Act of 1940 will come into es would need to be solidi‐
the construct of the regula‐
eﬀect. Funds must be in compliance with ed. This was recently
�ons.
a “Processing of Transac�ons” mandate brought into the spotlight
There is also some
that “require[s] that a fund (or its trans‐ when the U.S. Government
added exibility. In the event
fer agent) have the capacity to redeem debt was downgraded. There
they do not want to allow
and sell its securi�es at a price based on was specula�on at that point
the NAV to fall below a dol‐
the fund’s current net asset value per as to what could poten�ally
lar, they have the op�on to
Jim Cecere
share, including the capacity to sell and happen and one of the ‘what if’
liquidate, and changes regula‐
redeem shares at prices that do not cor‐ scenarios was that money market funds �ons have given guidance on the ability
respond to the stable net asset value or could poten�ally break the buck. General‐ suspend redemp�ons and to take the
price per share.” Below, we discuss this ly speaking, the industry took a hard look necessary steps to liquidate in an orderly
issue with BNY Mellon Asset Servicing’s at their systems and procedures, and had fashion. It really is up to the fund compa‐
Jim Cecere, managing director for global eﬀec�vely ramped up for this scenario, ny to make that decision and I’m sure
product management for U.S. nancial along with others, of course. Today, in that it is something they have been
ins�tu�ons.
terms of preparing for the new regula�on thinking about as it relates to their cli‐
Q: Are money funds prepared for the new coming into eﬀect, I think the industry is ents and their business.
SEC mandate to price shares in other generally prepared. So when you trace Q: Are there other products that you guys
events back to 2008, rms have really are looking at?
than $1.00?
Cecere: I think generally speaking the been preparing for this since that point.
Cecere: Regulatory change is a driver for
answer to that is “yes”. In our discussions Q: Is there a decimal point mandate? Do addi�onal products. The impact of im‐
with clients, we’ve been not only review‐ they have to go out to three or four?
peding changes is probably one of the
ing the impact from a process perspec‐ Cecere: The regula�on reects a require‐ top issues we regularly discuss with cli‐
�ve and from a needs perspec�ve, but ment to be able to go out to three decimal ents across the board. These regulatory
also as it pertains to having to update, points. We actually have the ability to sup‐ changes con�nue to pressure fund oper‐
prepare, and enhance our systems and port a NAV up to and beyond three deci‐ a�ons to do more, and o�en with at to
our repor�ng requirements. Communica‐ mal points, which I’d speculate is the case decreasing investment dollars. We ac‐
�ons protocols are also probably one of in most rms. So if you parse out the chal‐ �vely look to iden�fy product opportuni‐
the most cri�cal areas in the event that lenges, the rst ques�on to answer is “Can �es that provide solu�ons for our clients.
the buck has broken.
we support the trade of a NAV other than
A great example is money market
Q: What was the biggest challenge? Was a buck?” and the second is, “Can we sup‐ stress tes�ng, which we rolled out with
port a NAV beyond three decimal Investor Analy�cs. We are in the process
this like a “mini‐Y2K” issue for funds?
Cecere: The “mini Y2K” has probably points?” These represent some of the key of rolling that out also in Europe, as simi‐
been between 2008 and now…. When in challenges that we and other rms have lar regula�ons are driving the need for a
similar service. If you look at the spate of
2008 the Reserve Fund broke the buck, had to address.
regula�ons – whether it’s Dodd‐Frank,
fund complexes, fund servicers, asset Q: Are there any issues outstanding?
servicers really honed in and had to focus Cecere: No, not that I am aware of. Again, AIFMD, UCITS IV/V, etc., it is cri�cal that
in on very quickly what that impact was this really isn’t a new topic or something we look at dealing with these impending
and to prepare for that as the market that the industry was not expec�ng. Be‐ changes as a strategy. It has, simply put,
eﬀec�vely was mel�ng down. Since that tween the originally announced regula�on forced us to think diﬀerently. I just wish
point, both fund companies and asset and the re drills, I think the industry is it was cheaper. 
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