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Key �gures for asset management in 2017 - Control systems
in asset management companies

The number of employees working in compliance and internal control in the
French asset management industry was prac�cally stable in 2017. The
number of person-days decreased slightly, by 0.1%, from 125,010 to 124,920
between 2016 and 2017. Following a 4.5% increase in the total workforce of
management companies, the share of the workforce working in compliance
and internal control contracted slightly (by 0.1% percentage points between
2016 and 2017). Following is our review of the organisa�on of control
systems at asset management companies in 2017.

An interruption in the increase of compliance and internal control staff

https://www.amf-france.org/en
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The �ghtening of regula�on since the 2008 �nancial crisis has led companies to expand their
compliance and internal control teams. From 2012 to 2017, the number of person-days
dedicated to the compliance and internal control func�on has increased by an average 5.9%
a year. But at end-2017, the number of person-days allocated to compliance and internal
control was stable on 2016.

This interrup�on in the growth of the compliance and internal control workforce resulted
primarily from a sharp 10.3% drop
This decrease can largely be a�ributed to an accoun�ng method change by a major player
regarding the human resources provided to other en��es of the group.
in the human resources provided to other en��es of the group. A decrease can also be
observed in the number of investment management companies providing control or
assistant services to other en��es of the same group, which fell from 17.4% of the asset
management company total in 2012 to 12.8% in 2017 (see Table 1). This trend re�ects the
consolida�on process afoot at �nancial groups.
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 It is also important to stress that since 2013 the share of the workforce allocated to the
compliance and internal control func�on fell slightly in 2017 (by 0.1 percentage points) a�er
remaining rela�vely stable at around 3%. This resulted from stronger growth in the total
workforce of management investment companies (up 4.5% between 2016 and 2017) than
in the number of person-days allocated to compliance and internal control.

Analysis of compliance and internal control �gures reveals strong contrasts according to the
type of ownership structure. But independently of this last, the share of the sta� dedicated
to compliance and internal control is close to 3%.
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* The "Other" category consists of management companies that are subsidiaries of
investment service providers or companies governed by public law.

Bou�que �rms and the "Other" category dedicate the highest number of person-days to the
compliance and internal control func�on by billions of euros in assets under investment
management (a median of 131 and 227 person-days, respec�vely, in 2017). This is because
these companies are required to ful�l mandatory control du�es despite their o�en modest
assets.

Conversely, management companies that are subsidiaries of credit ins�tu�ons or insurance
or mutual companies dedicate fewer person-days to the compliance and internal control
func�on by billions of euros in assets under investment management (a median of 49 and
48 person-days, respec�vely, in 2017). These �rms have higher AuM (assets under collec�ve
investment management of 71% and 15.4%, respec�vely, in 2017) and to a great extent
work with ins�tu�onal clients, which allows them to generate economies of scale.

However, management companies that are subsidiaries of credit ins�tu�ons or insurance
and mutual companies allocate a larger propor�on of their workforce to compliance and
internal control (3.2% and 2.9%, respec�vely, in 2017).

Stable proportion of human resources dedicated to risk control
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Asset management companies are required to establish and maintain a permanent risk
management func�on Ar�cle 313-53-4 of the AMF General Regula�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 ".

The number of person-days dedicated to risk control rose 3.4% year on year to 101,873 at
end-2017. This �gure has grown considerably since 2012, by an average 8.4% a year. A�er
increasing in recent years, from 2% in 2012 to 2.7% in 2016, the share of the workforce
allocated to this func�on remained stable in 2017.

The share of asset management companies required to maintain an independent risk
management func�on, owing to the nature of the �nancial instruments used and the
complexity of the strategies implemented, fell from 24.3% in 2016 to 23.6% in 2017.
Furthermore, a slight decrease was observed in the number of management companies
using the value at risk (VaR) method
Value at risk (VaR) is a composite indicator that es�mates the maximum poten�al loss that a
por�olio could incur for a given �me frame and a given probability.
to measure risk exposure (63.3% in 2017 compared with 63.9% in 2016, see Table 2). This
rela�ve stability should nevertheless be considered in the light of the strong growth in asset
management companies in private equity and real estate, which o�en do not require the
implementa�on of an independent risk management func�on. This demonstrates a
signi�cant strengthening of the resources allocated to this func�on on the part of asset
management companies working in more tradi�onal asset classes.

(2)
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A more in-depth analysis by type of ownership structure shows a number of dispari�es in
the opera�on of the risk control func�on at asset management companies.

Per €1 billion in assets under collec�ve management, bou�que �rms and companies that
are subsidiaries of investment services providers allocate the greatest number of person-
days to the risk control func�on (an average 79 and 211 person-days, respec�vely, in 2017).

However, management companies that are subsidiaries of credit ins�tu�ons or insurance or
mutual companies allocate a larger share of their sta� to the risk control func�on (3.4% and
3.6% respec�vely), owing to certain ac�vi�es speci�c to these players, such as asset and
liability management.
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Outsourcing of permanent and periodic control

When an asset management company or, more broadly, its parent group, "does not
reasonably have the �nancial resources to assign a person to the compliance func�on"
Ar�cle 3.2.6.1. of AMF Posi�on-Recommenda�on DOC-2012-19 – Programme of opera�ons
guide for asset management companies and self-managed collec�ve investments.
and the posi�on of compliance o�cer can only be assigned to a senior manager, then the
company must outsource its compliance and internal control tasks.

Asset management companies are therefore increasingly outsourcing permanent and
periodic control tasks, the la�er being outsourced more than the former.

(5)
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* The "Other" category consists of management companies that are subsidiaries of
investment services providers or companies governed by public law.

Permanent control

Asset management companies outsourcing permanent control (to an external en�ty)
represented 55.7% of the total in 2017, up 3.8 percentage points on 2016. Management
companies that are subsidiaries of investment services providers and bou�que �rms
outsource permanent control the most (56.1% and 68.9%, respec�vely).

More than half of bou�que structures have a senior manager compliance o�cer (59.1% in
2017, see Table 3). In addi�on to their control tasks, these o�cers usually perform sales or
other management func�ons, which means that control tasks need to be outsourced.

In contrast, management companies that are subsidiaries of credit ins�tu�ons or insurance
or mutual companies make moderate use of external providers for permanent control tasks
(18% and 22%, respec�vely) given their larger size, which is more favourable to comple�ng
these tasks in-house.
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* The "Other" category consists of management companies that are subsidiaries of
investment service providers or companies governed by public law.

Periodic control

Periodic control aims to "examine and evaluate the suitability and e�ec�veness of the asset
management company's internal audit mechanisms and systems ".

The percentage of management companies outsourcing periodic control stood at 67.6% in
2017 compared with 63.6% in 2016. Management companies that are subsidiaries of
investment services providers and bou�que �rms outsource periodic control the most
(73.2% and 85%, respec�vely).

* The "Other" category consists of management companies that are subsidiaries of
investment service providers or companies governed by public law.

Notes

(6)
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This decrease can largely be a�ributed to an accoun�ng method change by a major
player regarding the human resources provided to other en��es of the group.

1

Ar�cle 313-53-4 of the AMF General Regula�on.2

Ar�cle 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. 

3

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

4

Ar�cle 3.2.6.1. of AMF Posi�on-Recommenda�on DOC-2012-19 – Programme of
opera�ons guide for asset management companies and self-managed collec�ve
investments.

5

Ar�cle 313-62 of the AMF General Regula�on.6
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