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17 February 2021

The AMF publishes a summary of its short thema�c
inspec�ons on liquidity contracts

In 2020, the AMF carried out a series of inspec�ons at �ve �rms to analyse
how they have implemented liquidity contracts on behalf of listed
companies as part of its accepted market prac�ce. Its inves�ga�ons
highlighted many good prac�ces together with some poor prac�ces and
shortcomings.

The accepted market prac�ce for liquidity contracts on shares came into force on 1 January
2019. These contracts set out the condi�ons under which a listed company delegates to an
investment services provider the task of execu�ng transac�ons on its behalf in order to
s�mulate the market for its securi�es and promote liquidity. When implemented in
accordance with the accepted market prac�ce ins�tuted by the AMF, these contracts
establish the assump�on that intermediaries and issuers who comply with market
manipula�on regula�ons are ac�ng legi�mately (known as “Safe Harbour”). This
corresponds to the exemp�on framework provided in Ar�cle 13 of the Market Abuse
Regula�on (MAR).

The accepted market prac�ce established by the AMF imposes restric�ons on the
management of liquidity contracts regarding:

volume of trading in a day;

price limit for orders presented to the market;

https://www.amf-france.org/en
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As part of its review of this prac�ce, the AMF carried out a series of short, thema�c “SPOT”
(Supervision des Pra�ques Opéra�onnelle et Théma�que – opera�onal and thema�c
supervision of prac�ces) inspec�ons at �ve investment services providers in 2020.

These inspec�ons focused on:

The AMF found that the organisa�onal structure put in place by the �rms inspected was
sa�sfactory overall in terms of mee�ng the requirements established for the accepted
market prac�ce, and in its summary it highlights a number of good prac�ces. However, there
is room for improvement in rela�on to managing limits and jus��ca�ons, and in some
situa�ons the monitoring systems implemented have shortcomings that require correc�ve
measures.

The summary report shows that the price and volume trading limits set by the AMF are not
always complied with by the �rms in the sample. Up to a certain level, any crossing of the
limits imposed must be jus��ed in order to bene�t from the exemp�on framework provided
for in the MAR. Above this level, transac�ons carried out on the market are not prohibited,
but they lose the bene�t of the exemp�on framework.

Among the good prac�ces iden��ed, the AMF noted the implementa�on of monitoring or
blocking control mechanisms integrated into the order management system, a speci�c
repor�ng system for monitoring limit exceedances, and an exhaus�ve periodic control of the
resources allocated by issuers.

Widely used in France (more than 400 French companies have entered into a liquidity
contract on their securi�es), this prac�ce is considered essen�al for the sa�sfactory
func�oning of the French equi�es market for small and medium-sized issuers. As part of the

resources allocated by the issuer to the liquidity contract.

the service providers’ organisa�onal structure (independence of the operator
responsible for liquidity contracts, service provider’s compensa�on, managing poten�al
con�icts of interest, technical resources and facili�es, and liquidity account
management);

the management of volume and price limits and limit exceedances;

the internal control system implemented to support this liquidity management ac�vity;

the informa�on provided to the listed company and compliance with transparency
obliga�ons imposed by the regulator.
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review of its accepted market prac�ce, and in addi�on to this series of SPOT inspec�ons, the
AMF will publish a study on the abovemen�oned limits by the end of the �rst quarter with a
view to their possible recalibra�on.

About the AMF
The AMF is an independent public authority responsible for ensuring that savings invested
in �nancial products are protected and that investors are provided with adequate
informa�on. The AMF also supervises the orderly opera�ons of markets. Visit our website 
h�ps://www.amf-france.org URL = [h�ps://www.amf-france.org/]
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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
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