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[bookmark: _Toc280628648]Responding to this paper 
ESMA invites comments on all matters in the Consultation Paper and in particular on the specific questions in this reply form. Comments are most helpful if they:
· respond to the question stated;
· indicate the specific question to which the comment relates;
· contain a clear rationale; and
· describe any alternatives ESMA should consider.
ESMA will consider all comments received by 8 September 2025. 
Instructions
In order to facilitate analysis of responses to the Consultation Paper, respondents are requested to follow the below steps when preparing and submitting their response:
· Insert your responses to the questions in the Consultation Paper in this reply form. 
· Please do not remove tags of the type <ESMA_QUESTION_MARG_1>. Your response to each question has to be framed by the two tags corresponding to the question.
· If you do not wish to respond to a given question, please do not delete it but simply leave the text “TYPE YOUR TEXT HERE” between the tags.
· When you have drafted your responses, save the reply form according to the following convention: ESMA_MARG_nameofrespondent. 
For example, for a respondent named ABCD, the reply form would be saved with the following name: ESMA_MARG_ABCD.
· Upload the Word reply form containing your responses to ESMA’s website (pdf documents will not be considered except for annexes). All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input - Consultations’. 



Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise. Please clearly and prominently indicate in your submission any part you do not wish to be publicly disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. A confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make not to disclose the response is reviewable by ESMA’s Board of Appeal and the European Ombudsman.

Data protection
Information on data protection can be found at www.esma.europa.eu under the headings ‘Legal notice’ and heading ‘Data protection’..
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[bookmark: _Hlk124776172]General information about respondent
	Name of the company / organisation
	French Banking Federation (FBF) and French Association for Financial Markets (AMAFI)
	Activity
	Banking sector

	Are you representing an association?
	☒
	Country/Region
	France


[bookmark: _Hlk124780170]Questions
Do you agree with the proposed information to be provided by the CCP on its margin model design and operations? Do you have other proposals as to which information could be provided under point (a) of Article 38(7) of EMIR?    
<ESMA_QUESTION_MARG_1>
Even though the French banking and financial industry strongly supports the objective of enhancing transparency of CCP margin model and broadly agrees with the proposed information to be provided by the CCP to its clearing members on its initial margin model design and operations (Article 1), we wish to express the following remarks and comments:

· We favour a clarification of the notion of “in-depth understanding of how the [CCP] margin model works” which is referred to in the first paragraph of Article 1. Our purpose is to ensure that all EU CCPs have a common understanding of the array and scope of information to be provided to their clearing members (both in terms of content and format) to enable the latter to have a consistent, comprehensive and clear view of these CCPs’ initial margin models. We thus consider that avoiding any potential diverging views and interpretations by the CCPs on this requirement is crucial. 

· We wish to highlight that information to be provided by EU CCPs should be clear and understandable for their clearing members, but also ultimately for the clients of the latter, as clearing members are also required to provide the information received from CCPs to their respective clients as per article 7. Failing which, CCPs’ clearing members would be unduly subject to the risk of having their own liability involved by the said clients. 

Within this context, we propose to amend the first paragraph of Article 1 of the draft RTS as follows: 
“A CCP shall provide its clearing members with information (…) in a way that enables the clearing members and, ultimately their clients, to obtain an in-depth understanding of how the margin model works (…)”. 

· Clearing members should be able to rely on CCP public disclosure or be able to provide directly and easily to their clients the information provided to them by the said CCPs. For that purpose, we consider that CCPs should be required to specify such information on their public website. Indeed, this solution would give CCPs’ clearing members the opportunity to direct their clients directly to these CCPs’ public websites without being required to adjust, complete or modify in any manner the information received by them. The only alternative would be to ensure that CCPs are required to provide the information directly to clearing members and clients via a permissioned portal to remove the unnecessary burden on clearing members to have to pass this information on to clients knowing that CCPs are ultimately responsible for this information. Any other proposed solution would raise operational difficulties for clearing members and won’t align with the EU objectives of simplification and burden reduction.

· We have noticed that specifications included in paragraph 14 of the ESMA’s consultation paper and pertaining to CCPs’ margin add-ons (in addition to their core initial margins) are not included in Article 1, whereas such information are expressly requested from CCPs by Article 38(7) of the EMIR level 1 text.

Consequently, we propose to amend Article 1 of the draft RTS to include the provisions specified in the paragraph 14 above mentioned, as follows:
“(a) the risk that each initial margin model element covers. If the core initial margin covers for other risks than market risk, the information provided should be clear on how the additional risks are taken into account, for instance, the risk of the individual portfolios, the risk of the aggregate impact of all the portfolios of the clearing member, the individual risk of the clearing member or other types of risks.”

In addition, an important point in particular for Cash Equity,  from our perspective is not explicitly addressed in Article 1: the way CCPs cooperate under interoperability arrangements. This should be clearly documented. At present, there is a lack of transparency and publicly available documentation on how interoperating CCPs interact and how margin amounts are allocated as a result. These margin calls can be significant and may even exceed the initial margin requirements. For example, because CCPs do not participate in each other’s default funds, they may apply higher margins to one another, which are then passed on to their clearing members. Currently, there is no clear documentation of how these interoperability arrangements are reflected at the clearing member level (i.e. the split between interoperable and non-interoperable trades). We believe this should be explicitly disclosed by CCPs.”

<ESMA_QUESTION_MARG_1>

Do you agree with the proposed information to be provided by the CCP on the margin model assumptions and limitations? Do you have other proposals as to which information could be provided under point (b) of Article 38(7) of EMIR?    
<ESMA_QUESTION_MARG_2>
The French banking and financial industry considers that the text of Article 2 of the draft RTS on the proposed information to be provided by CCPs on the margin model assumptions and limitations is globally compliant with the provisions included in the ESMA’s consultation paper on this topic (ref. paragraph 18) and that the said Article 2 is enough comprehensive and clear to allow for clearing members to provide to their own clients an accurate, complete and understandable information.

For these reasons, the French banking and financial industry broadly agrees with the content of Article 2 as proposed by ESMA but we wish to express the following comments: 

· Similarly to article 1 referred to in question 1, we would recommend that Article 2 is further specified to explicitly cover margin add-ons, in line with Recital 2 and Article 38(7) of EMIR.

· CCPs should also disclose how their initial models react and how parameters evolve during normal and stressed market conditions.

<ESMA_QUESTION_MARG_2>

Do you agree with the proposal with regard to the model documentation? Do you have other proposals as to which documents could be provided under point (c) of Article 38(7) of EMIR?    
<ESMA_QUESTION_MARG_3>
Even though the French banking and financial industry broadly agrees with the proposed model documentation (Article 3), we wish to express the following remarks and comments, some of them being linked to these already expressed on Article 1 here above:

· We favour a clarification of the notion of “in-depth understanding of how the [CCP] margin model works” which is referred to in Article 3. Our purpose is to ensure that all EU CCPs have a common understanding of the requirement imposed on them that “documents (…) shall be written in a clear and comprehensive manner” to enable the clearing members to have a comprehensive and clear view of the said CCPs’ initial margin models. We consider that avoiding any potential diverging views and interpretations by the CCPs on this requirement is crucial in order to ensure consistency, legal and operational certainty for both clearing members and their clients. 

· We wish to highlight that information to be provided by EU CCPs should be clear and understandable for their clearing members, but also ultimately for the clients of the latter, as clearing members are required to provide the information received from CCPs to their respective clients as per article 7. Failing which, CCPs’ clearing members would be unduly subject to the risk of having their own liability involved by the said clients. 

Within this context, we propose to amend Article 3 of the draft RTS as follows: 
“A CCP shall provide its clearing members with all documents (…). These documents shall be written in a clear and comprehensive manner and in a way that enables the clearing members and, ultimately their clients, to obtain an in-depth understanding of how the margin model works (…)”. 

· Clearing members should be able to rely on CCP public disclosure or be able to provide directly and easily to their clients the information provided to them by the said CCPs. For that purpose, we consider that CCPs should be required to include the documents required from them on their public website. Indeed, this solution would give CCPs’ clearing members the opportunity to direct their clients directly to these CCPs’ public websites without being required to adjust, complete or modify in any manner the information received by them. The only alternative would be to ensure that CCPs are required to provide the information directly to clearing members and clients via a permissioned portal to remove the unnecessary burden on clearing members to have to pass this information on to clients knowing that CCPs are ultimately responsible for this information. Any other proposed solution would raise operational difficulties for clearing members and won’t align with the EU objectives of simplification and burden reduction. 

· EU CCPs should be required to specify on their public websites the information on their initial margin models and on any updates of these models.  EU CCPs should also be required to update the documentation upon any material changes to their initial margin model.

Within this context, we propose to amend Article 3 of the draft RTS as follows: 
“A CCP shall provide its clearing members with all documents (…). These documents, which shall specify any information on both the initial margin model of a CCP and any updates of this model, shall be written in a clear and comprehensive manner (…)”. 

· We consider that CCPs should be required to provide to their clearing members a detailed and granular information, specifying, on the one hand, the core initial margin model, on the other hand, margin add-ons contemplated by CCPs in order to cover specific risks referred to in paragraph 14 of the ESMA’s consultation paper and mentioned here above (such as, for example, the risk of the individual portfolios and the individual risk of the clearing member). Also, the documentation should clearly make this distinction between CCP margin model-driven changes and CCP discretionary ‘overrides’ to allow both clearing members and their clients to better understand margin dynamics in all circumstances. 

<ESMA_QUESTION_MARG_3>

Do you agree with the proposed requirements and the type of output for the simulation tool to be provided by CCPs? Are there any other requirements for the CCP margin simulation tool which should be taken into account, such as legal mechanisms to ensure confidentiality?    
<ESMA_QUESTION_MARG_4>
Even though the French banking and financial industry broadly agrees with the proposed requirements and the type of output for the simulation tool to be provided by the CCP (Articles 4, 5 and 6), we wish to express the following remarks and comments:

· We recommend further clarification as to why the CCP simulation tool is required to only provide outputs for new transaction rather than at portfolio level (the most useful information for clearing members and their clients). There should also be a clear distinction between core initial margins and each CCP add-ons.

· We understand that the simulation tool provided by the CCPs shall include several common scenarios and a range of hypothetical and historical scenarios based on extreme but plausible market conditions. Insofar, we strongly consider that a consistency between the simulation tools provided by EU CCPs, and also between the different scenarios retained by such CCPs, is crucial. Indeed, non-consistent scenarios would imply additive and potentially contradictory scenarios, which would be a source of confusion and of legal / operational uncertainties for both clearing members and their clients and could ultimately fail the EU objectives of liquidity preparedness of market participants. These scenarios must also be relevant for clearing members and their clients.

Within this context, we propose to amend Article 5 of the draft RTS as follows: 
“(new paragraph 4.): “The different scenarios retained by all CCPs in their respective simulation tools, which include common scenarios as well as hypothetical and historical scenarios, should be consistent between each other and be relevant for clearing members and their clients”. 

· As mentioned hereabove concerning the information on the initial margin model of CCPs, the simulation tools provided by CCPs should be easily accessible to clearing members and also by their clients directly. In the vast majority of cases, clearing members are simply passing CCP margins to their clients, therefor clients should be able to access directly CCP simulation tools.

<ESMA_QUESTION_MARG_4>

Do you agree with the proposed information to be shared by CSPs on their margin models? Should any other element be taken into account?    
<ESMA_QUESTION_MARG_5>
Even though the French banking and financial industry broadly agrees with the proposed information to be shared by clearing members to their clients on their initial margin models (Articles 7 and 8), we wish to express the following remarks and comments:

· From a general viewpoint, as Articles 7 and 8 mirror for the clearing members (towards their clients) the requirements imposed on CCPs (towards their clearing members) by Articles 1 to 3, various comments and concerns expressed by the French banking and financial industry concerning Articles 1 to 3 remain valid and we thus reiterate them. 

· More specifically, it is notably the case for the request already expressed by the French banking and financial industry:

· to ensure that CCPs’ margin models documentation be clear and understandable for their clearing members and for the clients of the latter, and 

· to ensure that clearing members be able to access easily the information provided by CCPs on their margin models (which could be the case if CCPs are required to specify in their public websites the information on their initial margin models and on any updates of these models). 

· We recommend clarifying or even remove the definition of ‘key indicators’ in article 8(2)(b) as it is currently unclear and would ensure consistency.

<ESMA_QUESTION_MARG_5>

Do you agree with the proposals on the margin simulations to be provided by CSPs? Should there be any additional requirements?
<ESMA_QUESTION_MARG_6>
The French banking and financial industry, while agreeing with the overall objectives, have significant concern with the proposed article 9. Generally speaking, ESMA’s proposal goes beyond both Level 1 and international standard in BCBS/IOSCO final report on “transparency and responsiveness of initial margin in centrally cleared markets”[footnoteRef:2]  [2:  https://www.bis.org/bcbs/publ/d590.pdf] 


· “Simulation tool” for CCP versus “Simulation” for CSP. The justified difference is recognized by ESMA but not fully detailed. We suggest that a simulation tool, required for CCPs only, implies an interactive, client-facing platform that allows real-time or near real-time scenario testing, user inputs and dynamic recalculations. This is feasible for CCPs but disproportionate and impractical for CSPs. By contrast, a “simulation” must be understood as a non-interactive disclosure, which may consist of (a) an example or indicative output, (b) descriptive statements, (c) a batch-run calculation, or (d) high-level information on parameters used in the CSP’s own internal add-on or multiplier with all of those being non-binding.

· Amongst the two options proposed by ESMA in the case a clearing member is simply passing the CCP margin to its clients, i.e., either replicate the CCPs’ margin methodologies based on the information provided under Article 38(7) of EMIR or use the simulation tool provided by the CCPs in accordance with Article 38(6) of EMIR (ref; paragraph 42 of the ESMA’s consultation paper), we consider that the only viable option is the second one. The other option, for clearing member to replicate all initial margin model for all CCPs they are direct clearing member of, is practically extremely costly, potentially unreliable; likely impossible and not aligned with the EU objective of burden reduction and simplicity. So basically, when Clearing Members simply pass through CCP margin to clients without modification or only with the addition of a basic multiplier (either at client request or at clearing member discretion for credit risk purpose as per contractual agreement with clients), clearing members must be allowed to systematically rely only on CCP simulation tools, in other words, in such cases, simulation requirements should be satisfied with reference to the CCP simulator. CCP providing simulators to CSPs and CSPs providing simulations to clients could lead to duplication of systems and increase the cost of clearing for EU end-users. Also, we do not see value, when a clearing member is simply passing the CCP margin to its clients, to provide clients with additional scenarios on top of what the CCP is already providing.

· While we understand the rationale to impose on clearing members, for all the scenarios retained, to inform their clients on the margin which could be requested to address any market stress situations, we consider that clearing members should be required to provide information on additional margins requested, if any, to their sole clients for which a multiplier has been added either at the client request or at the clearing member discretion for credit risk purposes as per the contractual agreement., it being noted that this situation remains marginal. Indeed, requesting from clearing members to provide to all their clients information on potential additional margins linked to a credit risk, without taking into account the existence or not of a credit risk (as mentioned in paragraph 44 of the ESMA’s consultation paper), seems senseless to us, for the following reasons: (i) such information would be useless for clients for whom no credit risk has been detected (and keeping in mind that an information related thereto is already provided to clients entering into relationships with the bank), and (ii) such constraint would represent an unjustified administrative burden imposed on clearing members which would be contradictory to the EU objectives of rules’ simplification and EU markets and actors’ competitiveness. 

· We also recommend further clarifying that the RTS should explicitly state that margin simulations are indicative only and non-binding to avoid potential legal disputes.

To conclude:

· While Article 10 is not under consultation, we also recommend the inclusion of an appropriate implementation period for clearing members following the entry into force of the final RTS. Conscious clearing members will be dependent on CCP implementation, when relying on CCPs disclosures and CCP simulation tool requirements, a period of 12 months following the entry into force of the requirements for the CCPs would be appropriate to avoid unintended regulatory breaches and operational risk.

· We want to stress again the importance to ensure well calibrated requirements, aligned with internal standards, for the EU clearing ecosystem and in particular for clearing members offering clearing services to meet both objectives (i) ensure margin transparency and client liquidity preparedness and (ii) maintain the attractiveness and scalability of clearing services providers in Europe in line with the EU objectives to reduce burden, simplify and ensure competitiveness of EU actors. 

<ESMA_QUESTION_MARG_6>
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