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Coming Soon: Clarity on European 
Money Market Reform 

European Union regulators have indicated that they will 
communicate their proposed changes to money market 
fund (MMF) regulations in the coming months. This 
document briefs investors on the process ahead. 

Market stress in March 2020 exposed shortcomings in existing regulations governing money 
market funds. In brief, at the start of the COVID-19 pandemic, institutional money funds 
experienced heavy redemptions, accompanied by a liquidity mismatch in the short-term funding 
markets. A review by the Financial Stability Board (FSB) found that rules enacted following the 
2008-2009 financial crisis may have contributed to the volatility. 

For instance, FSB determined that minimum liquidity thresholds — and accompanying fees, 
gates and/or pricing implications — “may have caused investors to pre-emptively redeem,” 
regardless of whether funds held ample liquidity to meet redemptions. Meanwhile, in an effort 
to remain above the regulatory liquidity thresholds, portfolio managers sold less-liquid assets. 
In some cases, this caused net asset value (NAV) fluctuations that led to losses, fed stress in the 
short-term markets, and exacerbated volatility.1 

The FSB issued its final report examining the volatility and proposing reforms in October 2021. 
The report called for global action, but recognized that individual jurisdictions need flexibility to 
tailor measures to their specific circumstances. Regulators in key countries are now evaluating 
the report, and are considering adopting some or all of the reforms, with the goal of improving 
MMF resilience. 

In Europe, three reports will be released in 2022. The findings and recommendations within these 
reports will need to be reviewed before any reform will be enacted. The European Securities and 
Markets Authority (ESMA) and the European Systemic Risk Board (ESRB) will each publish its 
analysis and recommendations, based on the FSB report and a 2021 consultation FSB held with 
market participants. Finally, the European Commission will consider the proposed reforms.
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In the longer term, there will be other international processes that could impact MMF regulation. 
By the end of 2023, the FSB and the International Organization of Securities Commissions 
(IOSCO) are slated to complete a stocktake of measures undertaken by member jurisdictions, 
and in 2026 they will review the effectiveness of those measures. Meanwhile, in light of the FSB 
report, IOSCO also plans to revisit its 2012 Policy Recommendations for MMFs, which were the 
basis for the last round of reforms, enacted following the financial crisis. Finally, in response to 
feedback gathered during the public consultation, the FSB and IOSCO intend to carry out follow-
up work, complementing MMF reforms, to enhance the functioning and resilience of short-term 
funding markets. 

The MMF industry has pushed back on some of FSB’s policy options, to ensure that the reforms 
are in the best interest of investors. For instance, the industry is concerned that swing pricing may 
be difficult to administer, and may introduce “cliff-effect” risks similar to those attributed to fees 
and gates in March 2020. 

For the moment, however, FSB emphasizes that all policy options should be considered 
by member countries. It has retained swing pricing as a policy option, but has made 
its recommendation more flexible by referencing swing pricing or economically 
equivalent measures. 

We submitted feedback during the FSB’s consultative process, and we continue to track the 
process closely in order to promote a favorable outcome and keep investors informed of 
the developments.

If you have additional questions, please feel free to contact your State Street Global Advisors’ 
sales representative.
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Endnote 1 Financial Stability Board, “Policy Proposals to Enhance Money Market Fund Resilience,” 11 Oct. 2021, https://fsb.org/wp-
content/uploads/P300621.pdf.
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Investing involves risk including the risk of loss 
of principal. 

Past performance is not a guarantee of 
future results. 

The whole or any part of this work may not be 
reproduced, copied or transmitted or any of its 
contents disclosed to third parties without 
SSGA’s express written consent. 

The information provided does not constitute 
investment advice and it should not be relied on 
as such. It should not be considered a 
solicitation to buy or an offer to sell a security. 
It does not take into account any investor’s 
particular investment objectives, strategies, 
tax status or investment horizon. You should 
consult your tax and financial advisor.

This communication is directed at professional 
clients (this includes eligible counterparties as 
defined by the appropriate EU regulator who are 
deemed both knowledgeable and experienced 
in matters relating to investments. The 
products and services to which this 

communication relates are only available 
to such persons and persons of any other 
description (including retail clients) should 
not rely on this communication.

All information is from SSGA unless otherwise 
noted and has been obtained from sources 
believed to be reliable, but its accuracy is not 
guaranteed. There is no representation or 
warranty as to the current accuracy, reliability 
or completeness of, nor liability for, decisions 
based on such information and it should not be 
relied on as such. 

The views expressed in this material are the 
views of Global Cash Management team 
through the period ended February 1, 2022 and 
are subject to change based on market and 
other conditions. This document contains 
certain statements that may be deemed 
forward-looking statements. Please note that 
any such statements are not guarantees of any 
future performance and actual results or 
developments may differ materially from 
those projected.

The information contained in this 
communication is not a research 
recommendation or ‘investment research’ 
and is classified as a ‘Marketing 
Communication’ in accordance with the 
Markets in Financial Instruments Directive 
(2014/65/EU) or applicable Swiss 
regulation. This means that this marketing 
communication (a) has not been prepared 
in accordance with legal requirements 
designed to promote the independence of 
investment research (b) is not subject to 
any prohibition on dealing ahead of the 
dissemination of investment research. 
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Our clients are the world’s governments, institutions and financial advisors. To help them achieve 
their financial goals we live our guiding principles each and every day:

• Start with rigor
• Build from breadth 
• Invest as stewards 
• Invent the future 

For four decades, these principles have helped us be the quiet power in a tumultuous investing 
world. Helping millions of people secure their financial futures. This takes each of our employees 
in 30 offices around the world, and a firm-wide conviction that we can always do it better. As a 
result, we are the world’s fourth-largest asset manager* with US $3.86 trillion† under our care.

* Pensions & Investments Research Center, as of December 31, 2020. 
†  This figure is presented as of September 30, 2021 and includes approximately $59.84 billion of assets with respect to 

SPDR products for which State Street Global Advisors Funds Distributors, LLC (SSGA FD) acts solely as the marketing 
agent. SSGA FD and State Street Global Advisors are affiliated. 
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