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Key �gures for asset management in 2015 - Control systems
in asset management companies

In 2015, growth in sta� assigned to the control func�on within the French
asset management industry remained commensurate with growth in the
sector but appeared to have levelled o�. The number of person-days
allocated to the compliance and internal control func�on increased and
exceeded the 120,000 mark in 2015. The percentage of sta� assigned to this
func�on nevertheless remained stable rela�ve to the last two years at 3%.
In 2015, an increasingly large percentage of the control func�ons were
outsourced. The percentage of outsourcing of permanent and periodic
control in 2015 was, respec�vely, 58% and 82% (up 3 percentage points for
both control func�ons rela�ve to 2014). This ar�cle focuses on the
organisa�on of control systems at asset management companies in 2015.

Stable allocation of staff to the compliance and internal control
function

A�er increasing sharply in 2013 (20.9%), the number of person-days dedicated to the
compliance and internal control func�on began to rise at a more moderate pace in 2014
(4.1% in 2014 and 2.7% in 2015).

https://www.amf-france.org/en
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This slight rise was driven by both the increase in the number of work days spent on
compliance and internal control ac�vi�es within the management company (up 2.8%) and
the increase in the human resources made available to other group en��es for these same
ac�vi�es (up 1.8%).

In most cases, it was asset management companies that are subsidiaries of credit
ins�tu�ons that made human resources available to other parent group en��es for
compliance and internal control tasks.

The increase in the number of person-days allocated to the compliance and internal control
func�on did not, however, translate into an increase in the percentage of sta� dedicated to
this func�on. Since 2013, the percentage of sta� allocated to compliance and internal
control has remained stable at 3%. 

This is due to growth in both management company sta� (up 3.4% between 2013 and 2014,
and up 2.6% between 2014 and 2015) and the number of person-days allocated to the
compliance and internal control func�on (up 4.1% between 2013 and 2014, and up 2.7%
between 2014 and 2015).

An analysis of the compliance and internal control �gures for each type of ownership
structure reveals some dispari�es. However, the percentage of sta� allocated to the
compliance and internal control func�on for each category of ownership structure was
rela�vely similar and stood at close to 3%.
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Note: the "Other" category includes companies that are subsidiaries of investment services
providers and companies governed by public law

Bou�que �rms (which account for 10.2% of assets under investment management) on
average dedicated the most person-days by billions of assets under management to the
compliance and internal control func�on, at 168 person-days.

In contrast, companies that are subsidiaries of credit ins�tu�ons and of insurance and
mutual companies allocated an average of 49 and 52 person-days, respec�vely, by billions of
assets under management. These companies manage large volumes of assets (71.7% and
13.9%, respec�vely, of total assets under investment management) and bene�t from
economies of scale in managing their compliance and internal control needs. They o�en
manage the por�olios of ins�tu�onal clients which have larger asset volumes.

Increase in human resources made available for risk control

It is important to note that asset management companies must maintain a risk control
func�on in order to formalise "all procedures enabling the investment manager to assess
exposure to market, liquidity, counterparty and opera�onal risks for each collec�ve
investment scheme or managed por�olio .(1)
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The number of person-days dedicated to the risk control func�on increased at most asset
management companies in 2015, rising by 6.1% from 2014 (i.e. 83,779 person-days in
2015). In the 2012-2015 period, the number of person-days allocated to the risk control
func�on increased by 22.9%.

The number of person-days allocated to risk control is directly related to the size of the
assets under management by the management companies and the nature of the
management strategies they have implemented.

A closer analysis by ownership structure shows some dispari�es in the performance of the
risk control func�on at asset management companies.

By billions of assets under investment management, bou�que management �rms and
companies that are subsidiaries of investment services providers allocated the most person-
days to the risk control func�on (on average 106 and 117 person-days, respec�vely, in
2015). This is because bou�que �rms take a niche/technical-type management approach.
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If the number of person-days reported is expressed as full-�me equivalents, the risk control
func�on accounts, on average, for 2% of total management company sta�, ranging from
1.4% for companies governed by public law to 3.3% for subsidiaries of insurance and mutual
companies. These companies require more risk control personnel due to certain ac�vi�es
that are speci�c to their business, including asset-liability management.

Furthermore, the number of management companies that must maintain an independent
risk management func�on fell slightly to 137 in 2015 from 140 in 2014. Whether or not this
independence is required depends on the nature and complexity of the management
company's ac�vity . Within this group, 66% used the value-at-risk (VaR) method
Value at risk (VaR) is a composite indicator that es�mates the maximum poten�al loss a
por�olio could incur for a given �me frame and a given probability.
to measure risk exposure. This methodology came back into use in 2015 a�er falling
somewhat out of favour for several years (65% in 2012, 64% in 2013 and 60% in 2014).

Rise in the outsourcing and delegation of permanent and periodic
control

It appears that asset management companies are increasingly outsourcing permanent and
periodic control.

Note: the "Other" category includes companies that are subsidiaries of investment services
providers and companies governed by public law

(2) (3)
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Focus on the outsourcing of permanent control

When a management company or, more broadly, its parent group "does not reasonably
have the �nancial resources to assign a person to the compliance func�on" and the posi�on
of compliance o�cer can only be assigned to a senior manager, then the asset management
company generally outsources its compliance and internal control tasks.

The number of companies that outsourced permanent control rose by 6%, represen�ng 58%
of the total number of asset management companies.

The companies that most commonly outsourced their permanent control were bou�que
�rms (64%, up 2 percentage points from 2014). A majority of these �rms have at least one
senior manager compliance o�cer (62.5% in 2015) who generally performs opera�onal
du�es in addi�on to his or her control du�es. This type of en�ty therefore needs to
outsource "support" func�ons, including control tasks such as permanent and periodic
control.

Companies that are subsidiaries of banking or insurance groups tend to have their own
permanent control func�on as less than 50% of this category outsources these du�es (45%
and 39%, respec�vely).

An in-depth analysis of the data on the outsourcing of permanent control draws a
dis�nc�on between management companies that delegate this func�on to an outside en�ty
and those that assign this func�on to an en�ty within the group to which they belong.
Forty-eight percent of asset management companies rely on resources made available by
their parent company for internal control and compliance tasks. Conversely, 10% assign this
ac�vity to an outside company.

The chart below, which breaks down the di�erent types of ownership structure, shows that
companies that are subsidiaries of credit ins�tu�ons o�en rely on human resources within
the group to which they belong to perform the permanent control func�on (36%).

The vast majority of bou�que �rms use outside consul�ng �rms for this type of control
(63%) as they do not belong to a group.
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Focus on the outsourcing of periodic control

Management companies should establish and maintain a periodic control programme
designed to examine and evaluate the suitability and e�ec�veness of their internal control
mechanisms and systems.

The upward trend in the outsourcing �gures also applies to periodic control: 82% of
management companies do not perform internal periodic control, a 3-percentage-point
increase from 2014. This �gure breaks down as follows: 61% delegate periodic control to a
company within the group to which they belong and 21% assign this func�on to an outside
en�ty.

More than 75% of asset management companies assign periodic control to an outside
en�ty.

The chart below illustrates the di�erences in the delega�on of periodic control within a
group and the outsourcing of this func�on to external �rms by ownership structure.

The vast majority of companies that are subsidiaries of credit ins�tu�ons delegate the
periodic control func�on to a parent-company en�ty (80%), as they have access to the
human resources made available by the group, mainly in the form of internal audit or
inspec�on teams.
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Source
As part of its monitoring of the asset management sector, the AMF collects annual
informa�on forms from asset management companies (AMCs). These forms contain
quan�ta�ve informa�on about the assets managed and about the revenue and expenses
associated with asset management in France. This informa�on enables the Authorisa�on
and Monitoring Department of the AMF's Asset Management Directorate to perform
analyses. Since the AIFM Direc�ve entered into force in July 2013, European AIF managers
have also been subject to a new repor�ng requirement. The informa�on gathered mainly
concerns the por�olios' exposure to di�erent types of risks and is collected on a quarterly,
semi-annual and/or annual basis. Although every care is taken when compiling and
processing the data, due to the late receipt of some of the forms and possible data entry
errors, the analyses may nevertheless contain inaccuracies.

Key �gures for asset management in 2015
Each year, the AMF publishes a series of �ve ar�cles en�tled "Key �gures for asset
management". These publica�ons are available from the Publica�ons > Reports, research &
analysis > Savings & services providers page on the AMF's website. The key �gures cover the
following topics: the landscape for management companies, their pro�les, assets under
management, �nancial data and, lastly, the control mechanism. A compila�on of these �ve
publica�ons, plus addi�onal data and tables, is published at a later date.

Notes
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Legal informa�on: 
Head of publica�ons: The Execu�ve Director of AMF Communica�on Directorate. Contact:
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Ar�cles 2.1.1. and 2.1.2. of AMF posi�on-recommenda�on DOC-2014-06 – Guide to
arranging risk management systems in asset management companies.

1

Ar�cle 3.2.6.2. of AMF posi�on-recommenda�on DOC-2012-19 – Programme of
opera�ons guide for asset management companies and self-managed collec�ve
investments.

2

Value at risk (VaR) is a composite indicator that es�mates the maximum poten�al loss a
por�olio could incur for a given �me frame and a given probability.
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