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1.0 Overview & Purpose 
 

1.1 Overview 
 

FANZ is committed to fulfilling its fiduciary duty to maximising the long-term interests of our various beneficiaries 
by creating portfolios that seek optimal returns subject to risk budgets and other agreed constraints. Consistent 
with this fiduciary duty, we commit to investing responsibly and managing risk where necessary and appropriate.  

 
Recent guidance from the Financial Markets Authority (“FMA”) outlines the essential features for effective Liquidity 
Risk Management (“LRM”) and assists Managed Investment Scheme (“MIS”) managers with day-to-day liquidity 
management and contingency planning. The guidance offers features which MIS managers are expected to 
consider when designing and operating LRM. 

 
FANZ is committed to upholding regulatory requirements and is proactively taking action with the implementation 
of this LRM Policy, in best-efforts to implement more stringent and effective LRM.  
This document applies to any product managed by FANZ pursuant to its MIS license and currently includes the 
Lifestages KiwiSaver Scheme (“LKS”) and, the Lifestages Investment Funds (“LIF”). 
This policy also incorporates our DIMS investment service, noting that the investment characteristics are different.  
This Policy takes into account:  

• Liquidity Risk Management Guide – Financial Markets Authority April 2024 (Appendix 1) 
 

1.2 Purpose 
The purpose of this policy is to state clearly FANZ’s obligations. This policy establishes the guidance set out by 
relevant regulatory bodies and provides a clear statement of the standards that must be adhered to in managing 
liquidity, concerning investments in the aforementioned schemes. 
In conducting its LRM procedures, FANZ must always act in a manner that is consistent with its statements in this 
policy, including but not limited to, responsible monitoring of liquidity metrics, stress testing and transparent 
disclosure of LRM issues.  

 

1.3 Legislative Requirements 
FANZ’s investments are governed by the Financial Markets Conduct Act 2013 (“Act”) and the Financial Markets 
Conduct Regulations 2014. This includes the Managed Investment Scheme (“MIS”) issuers providing a Statement 
of Investment Policy and Objectives (“SIPO”). 
Section 143 of the Act states the manager has the same duties and liabilities in the performance of its functions as 
manager as it would if it performed those functions as a trustee.  
Section 144 imputes in exercising any power of investment or performing any duties in that capacity in relation to 
the service, exercise the care, diligence, and skill that a prudent person engaged in that profession would exercise 
in the same circumstances.  

2.0 Procedural Matters 
The FANZ Board approved this policy after endorsement by the Investment Committee on XX 2024.  
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3.0 Roles and Responsibility 
This Policy applies to key FANZ personnel as follows.    
 
Board of Directors (FANZ Board) 
 Overall responsibility, approval and periodic review of this Policy, at least on a bi-annual basis; 
 To review and approve any material changes to the Policy;  
 Ensure that key personnel establish appropriate structures and processes for sound and prudent LRM;  
 Ensure that procedures meet the objective of effectively protecting investors, ensuring fair, efficient and 

transparent financial products, and reducing systemic risk, and that key matters (Such as Liquidity 
Management Tools) are sufficiently described in the empowering trust documents;  

 Ensure all legislative and regulatory standards and requirements are adhered to; and  
 The overall application of this Policy.  

 
From time to time, the FANZ Board may delegate some of their functions to a sub-committee of the Board or the 
Chief Executive Officer (“CEO”), as may be appropriate.  

 
FANZ Investment Committee  
 To provide detailed oversight on various operational matters.  

 
Chief Executive Officer (CEO) 
 Implementing the operational requirements of this Policy to ensure that all processes are managed and 

controlled within the parameters set forth by the Board of Directors;  
 Reporting to the Board or subcommittee on LRM processes and/or incidents;  
 Reporting to the Board or subcommittee on this Policy on a timely basis; 
 Reporting to the Board on any material Policy breaches;  
 Determining internal liquidity risk reporting requirements; and 
 Undertaking periodic reviews of this Policy to ensure currency and submit to the Board any material 

amendments to the Policy for approval.  
 

From time to time, the CEO may delegate some of these functions to the Chief Operating Officer (“COO”) 
and/or Chief Investment Officer (“CIO”), as may be appropriate.  

 
Chief Investment Officer (CIO), Chief Operating Officer (COO), and Investment 
Team 
 Maintaining awareness of this Policy relating to their areas of responsibility and complying with Policy 

requirements; 
 Develop sound LRM procedures to ensure that the LRM is carried out accordance with this Policy; 
 Develop and determine internal liquidity risk reporting requirements, including early-warning metrics (as 

well as supporting triggers and flags), and will account for correlations between metrics (e.g., valuation 
and liquidity);  

 Carry out and regularly review the LRM procedures in accordance with this Policy and guidance from 
regulatory bodies and/or the Board of Directors; and 

 Ensure the Board of Directors and senior management have appropriate oversight and understand the 
liquidity risk reporting and its importance.  
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4.0 Liquidity Risk Management Policy 
 
The general guidelines for the LRM Framework are as follows:  
 

4.1 Assessing or Reviewing Investments and Products 
• Where external investment managers are appointed, FANZ should be able to look through the vehicle to all 

underlying investments; 
• LKS and LIF will adhere to the investment guidelines through their SIPO, or relevant document. An assessment 

must be made of each external investment manager being invested with, as to whether there are any 
counterparty risks in terms of any party being able to transact and/or settle; 

• An assessment must be made by the CIO as to the underlying liquidity of each investment fund before any 
investment must be made, with the criteria of being liquid within five business days;  

• An assessment must be made on the suitability of the product offering against the investment strategy and 
vice-versa, under a range of market conditions. An important consideration here is the liquidity of the 
investments, (Refer to the FANZ Product Lifecycle Policy for more); and 

• Consideration is given to the risks that relate to counterparties, typically the custodians, prime brokers, and 
underlying investment managers. This area is little understood by investors and terms such as ‘re-
hypothecation’ have only become widely known since the Lehman Brothers’ collapse and the Global Financial 
Crisis. It is important to ask underlying managers what counterparty risks they face. For example, is the cash 
held by their custodian commingled? What proportion of their assets held with their prime broker may be re-
hypothecated? Ultimately the questions that need to be answered are: how much could the fund lose in the 
event of the insolvency of the counterparty, and how likely is the counterparty’s insolvency? This area is 
covered as part of the investment manager review. 

 

4.2 Dealing Frequency 
It is currently FANZ policy to invest in funds/investments that can provide daily liquidity and/or are traded on well 
recognised exchanges. Where daily priced investments become unable to price, then the conditions in the FANZ 
Unit Pricing and Valuation Policy will be followed. 

4.3 Buy/Sell Spreads 
It is currently not FANZ practice to have buy/sell spreads in LKS or LIF. However, in stressed market conditions, 
these may be added. If added, it will reflect the estimated trading expenses incurred by the appropriate fund in 
carrying out the buy/sell request. 

4.4 Cash Requirement for Liquidity 
Excess liquidity comes at a cost to investors and can impact investment performance. It is therefore imperative to 
adopt an optimal level of liquidity, dependent on the needs of the investors and reflecting the underlying liquidity 
of the investments.  
It is recommended each fund have at least 2% of its value in ready liquid assets with an upper range of around 
10% used in stressed market conditions. Forecasts of future cashflows are monitored for LKS and LIF, using two 
days, weekly, and monthly data to predict liquidity stress events.  

4.5 Liquidity Management Tools (“LMT”) 
FANZ will employ the use of the following LMTs where necessary and appropriate according to process mentioned 
above and further detailed in the LRM Framework document. Generally, pre-emptive tools are preferable to avoid 
further exacerbation of liquidity issues, however, if necessary, a combination of pre-emptive and reactive tools 
may be warranted. 
• Increasing cash allocation for anticipated future cashflows; 
• Utilising the full ranges around the benchmark asset allocation; 
• In-specie redemptions; 
• Adding buy/sell spreads in stressed market conditions; and 
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• Suspension of redemptions in extreme cases. 
In any case where LMTs are utilised, FANZ will act in the best interests of clients and ensure the equitable 
treatment of clients, where practicable.  
For further information on the processes for increasing the cash allocation or utilisation of ranges, please refer to 
the FANZ Limit Break Policy. 
For more information on the utilisation of suspension rights, please refer to the appropriate Trust Deed.   
FANZ does not intend to use the following tools to manage liquidity: 
• Swing-pricing; 
• Anti-dilution levies; 
• Redemption gates; 
• Withdrawal limits; and 
• Side pockets. 

4.6 Stress Testing  
FANZ will conduct stress tests on all stages of the product lifecycle. This includes the product design phase, 
regular annual stress tests once a product is up and running and as part of the plan to rationale or terminate a 
product offering. The results of these stress tests will factor into the strategy, guidelines, structure, and holdings 
of the product offering. The results are recorded along with reasoning behind approaches taken. 
In any circumstance where stress testing is undertaken by a third-party, FANZ will remain responsible and will 
endeavor to ensure that all caution is taken by the third-party and that appropriate measurements have been 
taken. 
Generally, the stress testing will look at normal scenarios and extreme but plausible scenarios. Scenarios will 
include backward-looking historical scenarios (using as long a data series as possible) and forward-looking 
hypothetical scenarios. The LRM Framework will establish specific parameters relating to the following: 
• Fund size and composition; 
• Investment strategy; 
• Underlying assets; 
• Investor profile; 
• Market factors; 
• Regulatory requirements and expectations; and 
• The nature, complexity and resources required of the stress testing. 
 
Results of the Stress Testing will be used to review and confirm, or adjust the dealing arrangements for the fund, 
and identify any necessary adjustments to the investment strategy, and underlying investments. The results will 
also be useful for reviewing the Liquidity Contingency Plan.  

 

4.7 Monitoring and Recording 
FANZ will monitor the above-mentioned processes to enable the identification of emerging or evolving liquidity 
issues in underlying assets and financial markets. In general, liquidity monitoring processes are performed 
annually, however, this may occur more frequently depending on the circumstances of the market (e.g., monitoring 
may be more frequent in times of strong volatility).  

The LRM Framework will establish the following procedures: 
• Establishment of a working definition of an “liquid asset” and/or “liquidity” that is appropriate for the asset 

composition within the scheme.  

• Establishment of a working definition of an “illiquid asset” that is appropriate for the asset composition within 
the scheme.  
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• Development of liquidity thresholds that are proportionate to the liquidity of the underlying asset market.  
• Monitoring liquidity thresholds for LKS and LIF which consider the liquidity of the underlying assets and/or 

underlying/external investment managers, as well as financial markets and redemption obligations and flows; 
and 

• Monitoring key metrics related to time to liquidate funds, price impact of liquidation and settlement and timing 
lags (using reliable and up to date data);  

• Recording results of regular liquidity monitoring by the CIO and Investments Team; 
o Records should be accurate and reliable, as well as easily convertible into investor communications 

and regulators; 
o Data should be aggregated in an appropriate manner to minimise errors and create a robust view of 

relevant risks; 
o Reliable data on liquidity of underlying funds should be kept, or reliable proxies developed otherwise 

• Quarterly reporting to the Investment Committee on LRM issues/events, changes to LRM procedures, and any 
material changes to LMT usage or the Liquidity Contingency Plan; and 

• Annual reporting to the Supervisor on LRM procedures and any material changes to LMT usage or the Liquidity 
Contingency Plan (“LCP”).  

 

4.8 Evaluation and Review 
FANZ will work with the Supervisor as required to undertake evaluations and reviews of the LRM procedures set 
forth in the LRM Framework. This will ensure that the LRM procedures remain relevant, effective, and fit for 
purpose.  
Evaluations and reviews will be recorded, including details around the evaluation techniques and the decision on 
frequency of reviews.  
 

4.9 Disclosure and Communication 
FANZ will make investors appropriately aware of each scheme/service’s liquidity risk through effective disclosure 
in the documents made available to clients. These disclosures should include the redemption terms and procedures 
including cut-off time for determining the price at which units are redeemed, and the time taken to process 
withdrawal requests. 
Further the disclosures should ensure that investors are aware of the impacts that various LMTs can have when 
used, and how these impacts can affect investors. Impacts of the use of leverage should be disclosed to investors 
if used, however, FANZ does not use leverage currently.  
FANZ will proactively engage with investors where necessary and appropriate to communicate any material change 
to LMT usage, cutoff times for redemption or the time taken to process withdrawal requests.  
Communication frequency should naturally increase in times of market stress to enable adequate transparency 
between FANZ and stakeholders.  

5.0 Liquidity Contingency Plan (LCP) 
This plan is to be used when there are liquidity emergency shortfalls within LKS that require immediate attention. 
The business will report any liquidity issues to the CIO. It is their responsibility to see if any of the LMT can be 
used to fix the problem. If either of the first two tools are used (increasing cash or utilising asset allocation ranges), 
then no further escalation is required. If any of the last three tools are recommended, then escalation is required. 
This will involve senior management and the MIS Supervisor. This may also include written communication to the 
members. 
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Senior management, in consultation with the MIS Supervisor, will follow this process: 
• decide which of the LMT to use; 
• when it will be initiated; 
• what communication to members is required; and 
• a timeframe to manage the issue to its conclusion. 
This may also include changing the LMT being used, e.g., moving from adding buy/sell spreads to suspension if 
redemptions have not reduced or become manageable. As part of this decision, FANZ must understand the legal 
basis, e.g., the rules of the Trust Deed, the PDS disclosure and/or the SIPO guidelines. 
Once the issue is resolved, a review will be run to identify any product or investment changes that can be made 
to reduce the likelihood of this scenario reoccurring. Any changes will be made at the next possible opportunity. 
The LRM Framework will expand on the LCP and explain the circumstances where each LMT would be 
appropriate, as well as the trigger for when the LMT would be used. Further, divestment strategies will also be set 
forth.   
For more information, please refer to the Liquidity Risk Management Framework document.  

6.0 Discretionary Investment Management Service (“DIMS”)  
As a DIMS licensee, Section 435 of the Act imputes in exercising any power of investment or performing any 
duties in that capacity in relation to the service, exercise the care, diligence, and skill that a prudent person 
engaged in that profession would exercise in the same circumstances. 
Applicable in assessing the liquidity requirements of investors, FANZ will develop appropriate templates and 
procedures to replicate as far as practicable the policies and procedures outlined above.  

7.0 Related Documents 
This Policy is related to and should be read in conjunction with: 

• LKS SIPO 

• LIF SIPO 
• Limit Break Policy 

• FANZ Board Charter 

• FANZ Investment Selection Framework 
• FANZ Monitoring & Review Framework 

• FANZ Liquidity Risk Management Framework 

• FANZ Unit Pricing & Valuation Policy 

• FANZ Statement of Advice 
 
These documents can be found on the FANZ website – Adviser Section (www.lifestages.co.nz) 

  

http://www.lifestages.co.nz/
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7.0 Definitions / Abbreviations 
 

FANZ Board The Directors of FANZ 

CEO Chief Executive Officer 

CIO Chief Investment Officer 

COO Chief Operating Officer 

DIMS Discretionary Investment Management Service 

FANZ Funds Administration New Zealand Limited 

FANZ PW FANZ Private Wealth 

FMA Financial Markets Authority 

LIF Lifestages Investment Funds 
LKS Lifestages KiwiSaver Scheme 

LMT Liquidity Management tools 

LRM Liquidity Risk Management 

MIS Managed Investment Scheme 

SIPO Statement of Investment Policy and Objectives 
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Appendix 1 – Liquidity Risk Management Guide (FMA) 
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