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Good morning Ladies, Gentlemen,

I'm delighted to be par�cipate with you to this morning's discussion dedicated to research
funding – and I would especially like to thank Bernard Coupez for this invita�on. As you
know, this is a par�cularly important ma�er for the AMF, and one on which we have been
ac�vely focused for quite some �me.

I have been asked to say a few words to introduce this morning's exchange of views. So I will
try to present – brie�y – the Authority's posi�on. But I am especially keen to ask you some
ques�ons and listen to you, as professionals, suppliers and consumers of research.

Impact assessment of the new framework applicable to research – One

of the AMF's key priorities

Since January 3, 2018, a new regime is in force. It transforms profoundly pre-exis�ng
business models and accentuates a more general industrial transforma�on that is a result of
the surge in passive or quan�ta�ve management and of the increasingly electronic nature of
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markets. It is for this reason that the AMF has set as one of its 2018 strategic priori�es the
assessment of the new rules' impact on the provision of research and on its ecosystem.

As such, your preliminary feedback and debate today are for us essen�al. Six months on
from applica�on, it is important to stop for a moment to take stock of ini�al �ndings and
the �rst lessons that can be drawn. Natasha Cazenave

As everyone knows, this topic emerged in what is known as the Level 2 discussions when it
came to clarifying the provisions of the new Markets in Financial Instruments Direc�ve,
MiFID 2. In this context, it was speci�ed for the �rst �me that the provision of research
cons�tuted a bene�t that can give rise to risks of con�icts of interest and that the payment
of research should be decorrelated from the payment of trade execu�on (" unbundling ").

A�er intense nego�a�ons in which the French authori�es, including the AMF, sought to limit
the damaging consequences of this reform, especially for SMEs, a compromise was found in
the form of a new framework for the funding of research. This is de�ned in the delegated
direc�ve of MiFID 2. Ar�cle 13 now requires that the supply of research be paid either
directly by the investment service provider from its own resources; or paid by the
investment service provider's client out of a separate research account, the la�er being
controlled by the investment service provider, under a number of condi�ons linked to
transparency and the account's func�oning. This framework has been completed by a series
of ques�ons and answers published by ESMA, the European Securi�es and Markets
Authority.

Throughout the process, the AMF has worked hard to assist market par�cipants and provide
clari�ca�on on the opera�onal implementa�on of this new regime. Stakeholders have been
widely consulted to iden�fy early on market par�cipants' ques�ons and poten�al challenges.

In July 2017, the AMF published a prac�cal guide providing as many responses as possible
to pillar ques�ons such as: the reform's scope, what cons�tutes research, what can be
quali�ed as a minor non-monetary bene�t, the treatment of macro-economic research or
corporate access. This guide has since been updated notably to take the concomitant
communica�on between the US SEC and the European Commission on the applica�on of
European rules to US broker dealers into account.

While we can only support the objec�ve of mi�ga�ng con�icts of interest that jus��ed this
reform, we can only regret the absence of a poli�cal debate on such a sensi�ve subject, and
the lack of prior impact analysis.

Pending issues – impact study goals
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Indeed, today the texts apply, but outstanding ques�ons remain. In its role as a regulator,
the AMF is keen to accompany the implementa�on of these new requirements and to
understand the opera�onal hurdles market par�cipants are facing. As much as possible we
will also strive to measure the impact of this reform (on fund management, independent
research, �xed income, on European par�cipants' compe��veness) and to iden�fy any
unintended consequences (by way of example: the research coverage for Small & MidCaps).

In line with this logic of accompanying the industry, but over a medium-term horizon, the
AMF wishes to assess the impact of the new rules on the �nancing of research on the
French market– and on the European market as a whole, as well as from the point of view of
the actors involved (asset managers, brokers, independent research providers, issuers). To
this end, the AMF lent its support and contributed to the industry ini�a�ve called MiFID
Vision, launched last February by the SFAF, the French �nancial analysts associa�on which
federates all actors in the �nancial value chain (SFAF, AFG, AMAFI, Euronext, Paris
Europlace), with the par�cipa�on of the French Treasury. The aim of this ini�a�ve is, via a
barometer published on the websites of the organisa�ons involved, to analyse trends
a�ec�ng market par�cipants as well as the compe��veness of the Paris �nancial centre.

If we consider the issues already iden��ed, the AMF will focus par�cular a�en�on on
Small & MidCap coverage, an issue of crucial importance reported repeatedly to the
European Commission. Fears regarding the �nancing of SMEs via �nancial markets, as
expressed on numerous occasions and by di�erent types of actors, lie very much at the
heart of our approach. Financing SMEs – and the economy more broadly – is a major
concern for the AMF. In order to assess this ma�er, we must have accurate and reliable
data, which we will work to obtain in the months to come. The European Commission
plans to measure the impact of the new rules from this angle too. We hope that the
messages we can bring at a European level will strike a similar chord to the feedback
obtained by the European Commission.

Other ques�ons come to mind. For example, to what extent will the MiFID 2 research
funding requirements be extended to fund management? And in case of an extension of
the provisions to fund management, what would the applicable requirements be? In
France, the new MiFID 2 rules on the funding of research have not been extended: this is
a choice, which was taken and re�ects a strict reading of the text (fund management
does not fall within the scope of MiFID 2). Other authori�es, such as the FCA, have made
a di�erent choice, which may have led some actors opera�ng within interna�onal groups
to have to extend the new rules to their fund management ac�vi�es. Similarly, a certain
number of management companies have chosen this path, due to opera�onal
constraints, since trea�ng individual por�olio management and fund management
di�erently can be complex. In response to ques�ons from some of these players, the
AMF recently clari�ed how to display research costs in UCITS and AIF prospectuses. It
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Next steps

As men�oned earlier, the AMF is monitoring the implementa�on of MiFID 2 and its e�ects -
this is a priority axis of its 2018 strategy. And in this context, the research component is top
of our list.

In this light, we are asking stakeholders to share their feedback on this new reform as well
as di�cul�es encountered in its implementa�on. Moreover I invite you all to share your
experience either directly or through your trade associa�on.

Ques�onnaires have been sent to some investment service providers to collect ini�al
feedback, in par�cular on the number of securi�es covered, clients' preferred mode of
invoicing (research account or own resources), number of analysts, coverage provided,
billing method used (subscrip�on or payment per service), etc.

would be interes�ng to hear market par�cipants' views on this ma�er. What propor�on
of asset managers has made this choice? What factors led to this decision?

In a similar spirit, analysis must be carried out to assess the e�ects of this new regime
on the �xed income segment. Ini�ally designed for equity research, the new regula�on
has been extended to �xed income research without necessarily taking into account its
speci�c characteris�cs. What are the di�cul�es encountered?

A par�cular focus is also needed on independent research. The logic of the texts would
be that the reshaping of the �nancial analysis landscape provides ample room for
independent research, an ac�vity that by de�ni�on does not bring about con�ict of
interest (it is not linked to an execu�on service). Some argue that the new framework is
an opportunity for independent research �rms that can o�er high value-added research
in niche segments. Others, on the other hand, are worried about the impact of the new
provisions that could lead to a reduc�on in the number of research providers and a
dras�c drop in the price of research in connec�on with the aggressive commercial
prac�ces of certain players (who can a�ord to "smash prices" and rely on other
pro�table ac�vi�es), thus undermining the business models of independent research.

What about passive management: to what extent should passive management, which
does not contribute to the price forma�on process, be involved in the funding of
fundamental single stock research?

Lastly, what impact does this part of the MiFID 2 reform have on market dynamics and
European players' compe��veness when one part of the world, interconnected with
regions such as North America or Asia, "imposes" more stringent rules related to the
funding of research? 
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Similarly, in the case of management companies, AMF supervisory teams are discussing
with the en��es the impact of these new rules on the number of brokers used by the
company, on proprietary investment research ac�vi�es, on the use or not of independent
research o�ces, etc.

The aim is to document the e�ects of this reform in order to target possible adjustments. If
changes were subsequently deemed necessary, the AMF could, in liaison with the French
authori�es, share its analyses with its counterparts and raise the issue with the European
authori�es, who are mindful of this issue. The European authori�es are indeed likely to take
ini�a�ves, notably in the context of the European Commission's study on the impact on the
�nancing of SMEs through �nancial markets.

I have asked more ques�ons than I have perhaps answered – of this I am quite aware – but I
do hope we will have the opportunity to discuss these topics in the forthcoming round
tables and in future discussions. I wish you all a rich and frui�ul discussion.

Thank you. 
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Legal informa�on: 
Head of publica�ons: The Execu�ve Director of AMF Communica�on Directorate. Contact:
Communica�on Directorate – Autorité des marches �nanciers 17 place de la Bourse – 75082 Paris
cedex 02

AMF’S EU POSITIONS

EUROPE & INTERNATIONAL

03 February 2022

AMF's response to the
European Commission
targeted consulta�on
"Lis�ng Act"

  

AMF’S EU POSITIONS

SUPERVISION

22 December 2021

French and Dutch
�nancial market
authori�es call for a
stronger conduct
supervision framework
for na�onal competent
authori�es in the
context of cross-
border retail…

  

SPOT INSPECTIONS

MARKETING

19 October 2021

Summary of SPOT
inspec�ons on
governance of �nancial
instruments

  

https://www.amf-france.org/en/listing_format/format-du-contenu-en/amfs-eu-positions
https://www.amf-france.org/en/recherche/resultat?form=global&key=Europe%20%26%20international&sort%5Bfield%5D=date&sort%5Bsort%5D=DESC
https://www.amf-france.org/en/news-publications/amfs-eu-positions/amfs-response-european-commission-targeted-consultation-listing-act
https://twitter.com/intent/tweet?url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Famfs-eu-positions%2Famfs-response-european-commission-targeted-consultation-listing-act&text=AMF%27s%20response%20to%20the%20European%20Commission%20targeted%20consultation%20%22Listing%20Act%22
https://www.linkedin.com/shareArticle?mini=true&url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Famfs-eu-positions%2Famfs-response-european-commission-targeted-consultation-listing-act&title=AMF%27s%20response%20to%20the%20European%20Commission%20targeted%20consultation%20%22Listing%20Act%22
https://www.facebook.com/sharer/sharer.php?u=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Famfs-eu-positions%2Famfs-response-european-commission-targeted-consultation-listing-act
https://www.amf-france.org/en/listing_format/format-du-contenu-en/amfs-eu-positions
https://www.amf-france.org/en/recherche/resultat?form=global&key=Supervision&sort%5Bfield%5D=date&sort%5Bsort%5D=DESC
https://www.amf-france.org/en/news-publications/amfs-eu-positions/french-and-dutch-financial-market-authorities-call-stronger-conduct-supervision-framework-national
https://twitter.com/intent/tweet?url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Famfs-eu-positions%2Ffrench-and-dutch-financial-market-authorities-call-stronger-conduct-supervision-framework-national&text=French%20and%20Dutch%20financial%20market%20authorities%20call%20for%20a%20stronger%20conduct%20supervision%20framework%20for%20national%20competent%20authorities%20in%20the%20context%20of%20cross-border%20retail%20financial%20services%E2%80%99%20provision.
https://www.linkedin.com/shareArticle?mini=true&url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Famfs-eu-positions%2Ffrench-and-dutch-financial-market-authorities-call-stronger-conduct-supervision-framework-national&title=French%20and%20Dutch%20financial%20market%20authorities%20call%20for%20a%20stronger%20conduct%20supervision%20framework%20for%20national%20competent%20authorities%20in%20the%20context%20of%20cross-border%20retail%20financial%20services%E2%80%99%20provision.
https://www.facebook.com/sharer/sharer.php?u=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Famfs-eu-positions%2Ffrench-and-dutch-financial-market-authorities-call-stronger-conduct-supervision-framework-national
https://www.amf-france.org/en/news-publications/publications/spot-inspection-campaigns
https://www.amf-france.org/en/recherche/resultat?form=global&key=Marketing&sort%5Bfield%5D=date&sort%5Bsort%5D=DESC
https://www.amf-france.org/en/news-publications/publications/spot-inspection-campaigns/summary-spot-inspections-governance-financial-instruments
https://twitter.com/intent/tweet?url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fpublications%2Fspot-inspection-campaigns%2Fsummary-spot-inspections-governance-financial-instruments&text=Summary%20of%20SPOT%20inspections%20on%20governance%20of%20financial%20instruments
https://www.linkedin.com/shareArticle?mini=true&url=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fpublications%2Fspot-inspection-campaigns%2Fsummary-spot-inspections-governance-financial-instruments&title=Summary%20of%20SPOT%20inspections%20on%20governance%20of%20financial%20instruments
https://www.facebook.com/sharer/sharer.php?u=https%3A%2F%2Fwww.amf-france.org%2Fen%2Fnews-publications%2Fpublications%2Fspot-inspection-campaigns%2Fsummary-spot-inspections-governance-financial-instruments

