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Cash Academy

Understanding Low
Volatility Net Asset
Value funds
Low Volatility Net Asset Value (LVNAV) money
market funds (MMFs) were introduced in 2019 under
European Money Market Fund Reform. This fund
type replaced the previous Constant Net Asset Value
(CNAV) prime funds, whilst maintaining most of their
administrative utility.

Liquidity levels

LVNAV funds mark to market pricing

To maintain these levels we seek to hold liquidity
above the prescribed thresholds and in stressed
market conditions we seek to raise the levels further,
holding buffers well in excess of the minimums, as well
as increasing our holding toward government and
govt-backed assets.

The dealing price of an LVNAV fund will remain stable
at 1.00, if the underlying mark to market net asset value
for the portfolio is within a 20 basis points (bps) collar
(0.9980 1.0020).

Liquidity thresholds are the same across the LVNAV
and Public Debt CNAV funds, whereby funds must also
keep, as a minimum, 10% overnight and 30% weekly
liquidity.

Importantly however, an LVNAV fund is a variable NAV
fund - meaning variations in mark-to-market pricing
could cause a fund’s NAV to fluctuate. If these
fluctuations remain within the 20-basis point volatility
threshold, the LVNAV will retain a stable price of 1.00
using the following methodology. If the 20 basis points
tolerance is breached the fund will price to four decimal
places using the mark-to-market NAV of the portfolio,
and essentially therefore becoming a Variable Net Asset
Value (VNAV) money market fund.

Fees and gates

LVNAV fund pricing methodology

30% of total assets and daily net redemptions exceed
10% of total assets on a single working day, the fund’s
Board has the discretion, but not obligation, to
implement liquidity fees and/or redemption gates.

An LVNAV fund’s price can be calculated on an
amortised basis for all holdings below 75 days to
maturity, so long as the market price of an individual
asset is within 10 basis points of its amortised cost
price, and on a mark-to-market basis for the longer
dated holdings.
Vitally though, at BlackRock, we also produce a full
mark-to-market price for the portfolio each and every
day. Provided the two portfolio prices overall do not
differ by 20 basis points or more, an LVNAV fund will
round to two decimal places. If the 20 basis points
tolerance is breached the fund will price to four decimal
places using the mark-to-market NAV of the portfolio,
and essentially therefore becoming a VNAV MMF.

Fees and gates are a mechanism that could be
introduced at the discretion of the fund board as a
result of insufficient liquidity levels and excessive
redemptions and are not associated with increases or
decrease in the NAV.
EU MMF Reform prescribed scenarios for public debt
CNAV and LVNAV MMFs

1. If the weekly maturing assets of the fund fall below

2. If the weekly maturing assets of the fund fall below
10% of total assets, the fund’s Board is obliged to
decide whether to implement liquidity fees and/or
redemption gates.
Importantly, fees and/or gates may not be
implemented in any fund for more than 15 days out of
any 90-day period.
For an illustration of the fees and gates process,
please see the following page.

A Money Market Fund (MMF) is not a guaranteed investment vehicle. An investment in MMFs is
different from an investment in deposits; the principal invested in an MMF is capable of fluctuation
and the risk of loss of the principal is to be borne by the investor. The MMF does not rely on external
support for guaranteeing the liquidity of the MMF or stabilising the NAV per share.
Source; BlackRock, 31 March 2021.
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Please see the below diagram for an illustration of
the fees and gates process.

BlackRock philosophy
The Investment philosophy and objectives that
BlackRock’s LVNAV MMFs seek to achieve are:
capital maintenance, liquidity and yield, in that order.
BlackRock’s LVNAV MMFs:
•

BlackRock ICS Sterling Liquidity Fund

•

BlackRock ICS US Dollar Liquidity Fund

•

BlackRock ICS Euro Liquidity Fund

These portfolios are managed with our philosophy at
the forefront of investment decisions.
Please contact your BlackRock relationship
manager for any questions.

Source; BlackRock, 31 March, 2021. For illustrative purposes only.
Capital at risk. The value of investments and the income from them can fall as well as rise and are
not guaranteed. You may not get back the amount originally invested. Money invested in the Funds
is not protected or guaranteed
2
L&LH0421E/S-1591837-2/4

FOR PROFESSIONAL CLIENTS AND QUALIFIED INVESTORS ONLY

Risks
Capital at risk. The value of investments and the income from them can fall as well as rise and are not
guaranteed. You may not get back the amount originally invested.
Past performance is not a reliable indicator of current or future results and should not be the sole factor of
consideration when selecting a product or strategy.
Changes in the rates of exchange between currencies may cause the value of investments to diminish or
increase. Fluctuation may be particularly marked in the case of a higher volatility fund and the value of an
investment may fall suddenly and substantially. Levels and basis of taxation may change from time to time.

Fund Specific Risks
Applicable to the BlackRock ICS US Dollar Liquidity Fund
BlackRock ICS Sterling Liquidity Fund
BlackRock ICS Euro Liquidity Fund
Short-Term Money Market Funds do not generally experience extreme price variations. Changes in interest
rates will impact the Fund. Levels of credit risk are affected by longer weighted average maturity and
weighted average life of the Fund.
Counterparty Risk: The insolvency of any institutions providing services such as safekeeping of assets or
acting as counterparty to derivatives or other instruments, may expose the Fund to financial loss.
Credit Risk: The issuer of a financial asset held within the Fund may not pay income or repay capital to the
Fund when due.
Accumulating Share Class Risk (Accumulating and Accumulating T0 Share Classes): On any day where the
net return (i.e. return less costs and expenses) of the Fund is negative an Accumulating Share Class of the
fund will see a decrease in the NAV per Share.

Investment risk is concentrated in specific sectors, countries, currencies or companies. This means the Fund
is more sensitive to any localised economic, market, political or regulatory events.

Important information
This material is for distribution to Professional Clients (as defined by the Financial Conduct Authority or
MiFID Rules) only and should not be relied upon by any other persons.
Until 31 December 2020, issued by BlackRock Investment Management (UK) Limited, authorised and
regulated by the Financial Conduct Authority. Registered office: 12 Throgmorton Avenue, London, EC2N 2DL.
Tel: + 44 (0)20 7743 3000. Registered in England and Wales No. 02020394. For your protection telephone calls
are usually recorded. Please refer to the Financial Conduct Authority website for a list of authorised activities
conducted by BlackRock.
From 1 January 2021, in the event the United Kingdom and the European Union do not enter into an
arrangement which permits United Kingdom firms to offer and provide financial services into the European
Economic Area, the issuer of this material is:
(i) BlackRock Investment Management (UK) Limited for all outside of the European Economic Area; and
(ii) BlackRock (Netherlands) B.V. for in the European Economic Area,
BlackRock (Netherlands) B.V. is authorised and regulated by the Netherlands Authority for the Financial
Markets. Registered office Amstelplein 1, 1096 HA, Amsterdam, Tel: 020 – 549 5200, Tel: 31-20-549-5200.
Trade Register No. 17068311 For your protection telephone calls are usually recorded. .
The Institutional Cash Series plc (the ‘Company’) is an investment company with variable capital and having
segregated liability between its funds incorporated with limited liability under the laws of Ireland. The
Company is an umbrella undertaking for collective investment in transferable securities (UCITS) governed by
Irish law and authorised by the Central Bank of Ireland.
Nothing herein constitutes an offer to invest in the Institutional Cash Series plc (‘the Company’). Any decision
to invest must be based solely on the information contained in the Company’s Prospectus, Key Investor
Information Document and the latest half-yearly report and unaudited accounts and/or annual report and
audited accounts. Investors should read the fund-specific risks in the Key Investor Information Document.
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The distribution of this information in certain jurisdictions may be restricted and persons into whose
possession this information comes are required to inform themselves about and to observe such restrictions.
Prospective investors should take their own independent advice prior to making a decision to invest in this
fund about the suitability of the fund for their particular circumstances, including in relation to taxation, and
should inform themselves as to the legal requirements of applying for an investment.
Investments in the fund are not deposits with a bank or deposit-taking institution. While distributing shares of
the fund seek to maintain a stable net asset value per share, investors may lose money by investing in the
funds.
Finland: The prospectus (in English language) and KIID (in Finnish language) are available at BlackRock
(Netherlands) B.V..
Germany: This is a financial promotion. For further information, the prospectus, Key Investor Information
Document, annual report and semi-annual report can be obtained free of charge in hardcopy form from the
German information centre: BlackRock (Netherlands) B.V., Frankfurt (Germany) Branch, Frankfurt am Main,
Bockenheimer Landstraße 2–4, 60306 Frankfurt am Main.The paying agent in Germany is J.P. Morgan AG,
CIB / Investor Services – Trustee & Fiduciary, Taunustor 1 (Taunus Turm), D-60310 Frankfurt am Main.
Netherlands: The risk indicator may not be a reliable indication of the future risk profile of the fund. The risk
category shown is not guaranteed and may change over time. The lowest category does not mean risk-free.
The Fund is a UCITS (icbe) as defined in section 1:1 Financial Markets Supervision Act (Wet op het financieel
toezicht; “FMSA”). The Fund and its sub-funds are listed in the register as defined in section 1:107 FMSA.
Please refer to the Key Investor Information Document (essentiële beleggersinformatie; “EBI”) for further
information about the Fund and its sub-funds. The prospectus and EBI of the Fund and its sub-funds are
available on BlackRock’s website, www.blackrock.nl. All financial investments contain a certain risk. The value
of the assets managed by the Fund and its sub-funds may greatly fluctuate as a result of the investment
policy and your initial investment is not guaranteed.
Norway: The prospectus and KIID are available at BlackRock (Netherlands) B.V..
Switzerland: This document is marketing material. This document shall be exclusively made available to, and
directed at, qualified investors as defined in the Swiss Collective Investment Schemes Act of 23 June 2006,
as amended.
The Institutional Cash Series plc is domiciled in Ireland. BlackRock Asset Management Schweiz AG,
Bahnhofstrasse 39, CH-8001 Zurich, is the Swiss Representative and State Street Bank International GmbH,
Munich, Zurich Branch, Beethovenstrasse 19, CH-8002 Zürich, the Swiss Paying Agent. The Prospectus, Key
Investor Information Document, the Articles of Incorporation, the latest and any previous annual and semiannual reports are available free of charge from the Swiss Representative. Investors should read the fundspecific risks in the Key Investor Information Document and the Prospectus.
Any research in this document has been procured and may have been acted on by BlackRock for its own
purpose. The results of such research are being made available only incidentally. The views expressed do not
constitute investment or any other advice and are subject to change. They do not necessarily reflect the
views of any company in the BlackRock Group or any part thereof and no assurances are made as to their
accuracy.
This document is for information purposes only and does not constitute an offer or invitation to anyone to
invest in any BlackRock funds and has not been prepared in connection with any such offer.
© 2021 BlackRock, Inc. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS, iSHARES, BUILD ON
BLACKROCK and SO WHAT DO I DO WITH MY MONEY are trademarks of BlackRock, Inc. or its subsidiaries
in the United States and elsewhere. All other trademarks are those of their respective owners.

Want to know more?
blackrock.com/cash

cashmanagement@blackrock.com

+44 (0)20 7743 3187
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