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Subsequent to the recommendations published by the FSB in January 2018, 
IOSCO has reviewed its 2013 Liquidity Risk Management recommendations to 
enhance them further, addressing eight of the nine FSB recommendations. In 
addition, in February 2018 IOSCO published its report on good practices and 
issues for consideration regarding liquidity risk management for open-ended 
funds. These recommendations can be grouped in four themes: 

• Ensuring consistency between a fund’s redemption terms and its 
investment strategy 

• Liquidity risk management process and governance 

• Liquidity management tools (e.g., swing pricing, redemption in kind) 

• Stress testing and contingency planning 

In parallel, on 18 February 2018 the European Systemic Risk Board has published 
five recommendations to the European Commission and ESMA around leverage 
and liquidity management. These recommendations are: 

• Liquidity management tools for redemption: The Commission is 
recommended to propose a common EU legal framework governing the 
inclusion of additional liquidity management tools. 

• Additional provisions to reduce the likelihood of excessive liquidity 
mismatches stress testing: ESMA is recommended to develop guidance on 
the practice to be followed by managers for the stress testing of liquidity 
risk for individual AIFs and UCITS. 

• Establish a standard regular (at least quarterly) UCITS reporting: The 
Commission is recommended to report to competent authorities including 
especially data about leverage and liquidity risk. 

• Guidance on Article 25 of Directive 2011/61/EU: ESMA is recommended to 
give guidance on the framework to assess the extent to which the use of 
leverage within the AIF sector contributes to the build-up of systemic risk 
in the financial system, and on the design, calibration, and implementation 
of macro prudential leverage limits. 

 

 

 



 
 

IOSCO recommendations in more details 

• Select the appropriate CIS’ subscription and redemption arrangements for 
its investment strategy and underlying assets throughout the entire 
product life cycle, starting at the product design phase 

• Consider liquidity aspects related to its proposed distribution channels 

• Assess the likely risk appetite of targeted investors to estimate potential 
redemption risks 

• Establish appropriate liquidity thresholds 

• Regularly assess the liquidity of the assets held based on effective and 
relevant information for liquidity management 

• Liquidity risk management process should be effectively disclosed to 
investors 

• Facilitate the ability of the responsible entity to identify an emerging 
liquidity shortage before it occurs 

• Conduct ongoing liquidity assessments in different scenarios, which could 
include fund level stress testing 

• Put in place and periodically test contingency plans with an aim to ensure 
that any applicable liquidity management tools can be used where 
necessary, and if being activated, can be exercised in a prompt and orderly 
manner 

• Consider the implementation of additional liquidity management tools, in 
order to protect investors from unfair treatment, among other things, or 
prevent the CIS from diverging significantly from its investment strategy 

How can Deloitte help? 

Deloitte’s risk management specialists can assist you in reviewing or enhancing 
your liquidity risk management framework, with a particular focus on liquidity 
stress testing, asset liquidity assessment, and investor redemption modelling. 

 

 

 

 



 

Deloitte is a multidisciplinary service organisation which is subject to certain regulatory and professional restrictions on the types of 
services we can provide to our clients, particularly where an audit relationship exists, as independence issues and other conflicts of 
interest may arise. Any services we commit to deliver to you will comply fully with applicable restrictions. 

Due to the constant changes and amendments to Luxembourg legislation, Deloitte cannot assume any liability for the content of 
this leaflet. It shall only serve as general information and shall not replace the need to consult your Deloitte advisor. 

About Deloitte Touche Tohmatsu Limited: 

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of 
member firms, each of which is a legally separate and independent entity. Please see www.deloitte.com/lu/about for a detailed 
description of the legal structure of Deloitte Touche Tohmatsu Limited and its member firms. 

Deloitte provides audit, tax, consulting and financial advisory services to public and private clients spanning multiple industries. 
With a globally connected network of member firms in more than 150 countries, Deloitte brings world-class capabilities and deep 
local expertise to help clients succeed wherever they operate. Deloitte has in the region of 200,000 professionals, all committed to 
becoming the standard of excellence. 

© 2018 Deloitte General Services 

Designed and produced by MarCom at Deloitte Luxembourg 

Your contacts 

Simon Ramos 
Partner – IM Advisory & Consulting Leader 
Tel : +352 45145 2702 
siramos@deloitte.lu 

Vincent Gouverneur 
Partner – EMEA Investment Management 
Leader 
Tel : +352 45145 2451 
vgouverneur@deloitte.lu 

Benjamin Collette 
Partner - Strategy & Corporate Finance Leader 
Tel : +352 45145 2809 
bcollette@deloitte.lu 

Bernard David 
Partner – International Tax Leader 
Tel : +352 45145 2799 
bdavid@deloitte.lu 

Benoit Sauvage 
Senior Manager – Strategy, Regulatory & 
Corporate Finance 
Tel : +352 45145 4220 
bsauvage@deloitte.lu 

 
 
 

 
Deloitte Luxembourg 
560, rue de Neudorf 
L-2220 Luxembourg 

Tel: +352 451 451 
Fax: +352 451 452 401 
www.deloitte.lu 

 

mailto:siramos@deloitte.lu

	IOSCO recommendations in more details
	How can Deloitte help?
	Your contacts

