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Seul le prononcé fait foi

Introduction

Delighted to par�cipate in this IOSCO outreach event dedicated to the topic of SPACs.
Acknowledgements to the Chair, Jean-Pierre Servais, for the invita�on. Thanking IOSCO and
all members and a�liates connected around the world, good to see – though virtually – so
many people involved in the topic of SPACs. SPACs are a topic that is of par�cular interest to
me, �rstly as Secrétaire général of the AMF and secondly as chair of ESMA CFSC. We have
devoted signi�cant e�orts and �me in France and at ESMA on this topic, to monitor and
support these transac�ons, while ensuring appropriate investor protec�on. I have been
tasked by Jean-Paul to introduce this a�ernoon’s discussion, so I will try to brie�y set the
scene and give an overview of some of the ques�ons raised related to SPACs.

Context: Market Trends

As everyone knows, the hallmark of the �nancial markets in 2020 and 2021 has
undoubtably been the spectacular rise in the number of SPAC transac�ons and amounts
raised. Although a slowdown has been observed since the beginning of the second semester
of 2021, the development of SPACs will certainly con�nue in 2022 and onwards. On this
point, it should be noted that SPACs are not en�rely new, having existed for 30 years in the
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US. Nonetheless, it is only in recent years that there has been a signi�cant rise of such
transac�ons. In my view this trend should not be viewed as transitory, but as a long-term
phenomenon, showing that market players are con�nually looking to op�mise the IPO
process as the la�er has become more complex over the years, in order to achieve a faster
and a less risk prone lis�ng process for companies.

The trend is most evident in the US of course as the leading global market of SPACs, where
there have been twice as many opera�ons compared with the whole of the previous year,
which already saw an increase from circa 60 to 250 SPACs compared to 2010. As reported
by Garry Gensler recently, “the number of SPAC blank-check IPOs has ballooned in the US by
nearly 10 �mes between 2019 and 2021. Further, those SPAC blank-check IPOs now account
for more than [60%] of all U.S. IPOs” . This shows that SPACs are clearly an important
alterna�ve for the lis�ng of corpora�ons in addi�on to tradi�onal IPOs.

The trend has also been true, but to a lesser extent, in Europe where we have seen 26 SPACs
raising a total of close to 6 billion Euros up to September this year, with transac�ons being
made in mul�ple Member States, including Netherlands, France, Germany, Italy,
Luxembourg and Sweden. This is in comparison to circa 500 million euros raised last year.

In France, the AMF approved �ve SPACs in the last 12 months, marking a clear increase in
ac�vity.

From a macroeconomic perspec�ve, it has been argued that the abundant liquidity and
diminishing returns on tradi�onal instruments have pushed investors towards more
diversi�ca�on, seeking access to companies with high growth poten�al, which are not
always public.

It is interes�ng to note that we have also seen, in the a�ermath of Brexit, a touch of
regulatory compe��on among jurisdic�ons looking to s�mulate their local �nancial markets
and a�ract new market players and transac�ons. With this so� compe��on happening in
the background, market players tend to compare the di�erent applicable regimes for lis�ng
and incorpora�ng SPACs in speci�c jurisdic�ons in order to op�mise for the transac�on’s
considera�ons, which can vary on a case by case basis. This jus��es the increased level of
coopera�on that we have seen among authori�es in di�erent jurisdic�ons, with a general
goal to limit any regulatory arbitrage that could facilitate excesses.

Experience and Risks Relating to SPACs

SPACs are generally compared to tradi�onal IPOs and are praised as an alterna�ve for non-
listed companies to enter the public markets. They are a way to bring the worlds of private
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equity and the public markets together, allowing the lis�ng of companies that might
otherwise remain private, opening the opportunity to buy shares and par�cipate in their
returns to a much wider investor audience.

From the point of view of the target company, the process has a number of virtues.  It is
considered as safer, cheaper and more e�cient than a tradi�onal IPO. In par�cular, it is seen
as safer because the valua�on of the target company does not depend on vola�le and
rapidly evolving market condi�ons which can jeopardise an IPO: the equivalent risk of a
SPAC acquisi�on not going through because of lack of SPAC investor support is generally
considered lower than the vola�lity risk in tradi�onal IPOs. It is also considered a cheaper
alterna�ve to the tradi�onal IPO because the target does not itself directly bear the costs of
the SPAC’s lis�ng, those costs being absorbed for the most part by investors and exis�ng
shareholders via the dilu�ve e�ects embedded in SPACs.  It is also seen as more e�cient
because the IPO process can take longer than a SPAC M&A, and the management of the
target company might be less disrupted in the case of a SPAC acquisi�on than a market
acquisi�on.

However, from the investor perspec�ve, including exis�ng shareholders of the target
company, that remain, it has been shown that such transac�ons are not always pro�table,
as those investors will need to in �ne absorb the signi�cant dilu�ve e�ects of the SPAC ,
which typically cover costs related to sponsors’ remunera�on, therefore crea�ng an uneven
distribu�on of returns between stakeholders, and poten�ally other costs related to the SPAC
structure and lis�ng. Investors might also su�er from an under-performance of the
combined company a�er the acquisi�on, as observed in some recent transac�ons.

O�en �mes the SPAC needs addi�onal funding at the �me of de-SPACing in order to acquire
the desired target, typically recurring to “private investment in public equity” (PIPE)
mechanisms whereby addi�onal investors are called upon to provide addi�onal funding and
replace redeeming ini�al investors. These investors are typically invited to join at a �me
when the target is known. They thus have the advantage of deciding to invest based on a
signi�cantly more complete informa�on picture than the ini�al SPAC investors, although it
is worth no�ng that ini�al investors have the possibility to jump out via their redemp�on
right if they don’t agree with the target choice.

Behind the men�oned perceived advantages, the exponen�al surge of SPACs has not been
without consequences on the proper func�oning of the markets, namely in the US. For
example, the incen�ves of sponsors embedded in the structure of these vehicles and the
pressure to �nd targets within the de�ned �meframe in a context of �erce compe��on
between SPACs generated excesses and concern.
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Misalignment of interests between sponsors and other investors have been notably
observed at the �me of de-SPACing, the sponsors some�mes seeking to strike a deal at any
cost, poten�ally irrespec�ve of the deal quality and without appropriate due diligence.
Li�ga�ons or inves�ga�ons have ensued in the US, revealing fraud or false informa�on
provided to the market on the robustness of the target companies’ business or
performance. In a number of instances, SPAC valua�ons dropped signi�cantly post de-
SPACing, poin�ng to the men�oned excesses.

It is thus important to properly manage poten�al con�icts of interest in order to avoid a
crystallisa�on of interest misalignment between sponsors and other investors in the SPAC.
One form of such con�ict of interest is when a sponsor has pre-exis�ng �es and business
interests in the sector of ac�vity targeted by the SPAC. It is easy to see how such sponsors
may be incen�vised to choose targets and make deals favouring own interests, poten�ally
to the detriment of those of other investors.

In addi�on, and in contrast to tradi�onal IPOs, SPACs have an important marke�ng aspect
a�ached to them that can easily lead to undesirable outcomes, with loose statements and
overly op�mis�c �nancial projec�ons that were observed in some cases. We have also seen
certain sponsors leveraging their notoriety, not always business-related, in order to ensure a
following among investors, some�mes retail investors.

This is why authori�es and other stakeholders must pay close a�en�on to speci�c disclosure
issues, for example on forward looking statements and on the dilu�ve e�ects of these
transac�ons, with a focus on investor protec�on.

Regulatory Initiatives

On the regulatory side, globally, the mobilisa�on and coopera�on among market authori�es,
exchanges and some�mes legislators was almost unprecedented in 2021. In the US,
communica�ons and ac�ons undertaken by the SEC, but not only, clari�ed, improved or
reinforced the exis�ng regime, and con�nues to do so, with the aim to regulate the
development of SPACs, to provide improved safeguards and to balance the level playing
�eld compared to tradi�onal IPOs.

In other jurisdic�ons, ini�a�ves generally intended to support or permit the use of SPACs
locally, and ensure that, despite their complexity and risks, SPACs could develop and thrive
in a healthy manner within their domes�c markets, recognizing that these transac�ons are a
clear alterna�ve to more tradi�onal methods of raising capital.
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As men�oned, market authori�es as well as market par�cipants strived to mi�gate related
concerns. They did so in di�erent but o�en similar manners.

They can seek to improve disclosure and transparency requirements  in order to ensure
adequate investor informa�on, both at the �me of the SPAC’s lis�ng and upon de-SPACing.

Before approving a transac�on, they can require issuers to address the iden��ed con�icts of
interest. Mi�ga�ons can include the introduc�on of a redemp�on right for investors that
disagree with the choice of the target (allowing them to cancel their ini�al investment),
although there can be varia�ons on how redemp�on rights work in prac�ce.  Addi�onal
limits regarding the decision to approve the target can also be required, such as excluding
sponsors from the vo�ng process once a target is found.

It is o�en required, at least as a market prac�ce, that funds raised by a SPAC be deposited in
an escrow account un�l the target acquisi�on.  Measures can be taken to limit retail access
to SPAC o�erings. There can also be a requirement for a minimum amount that needs to be
raised by the SPAC, which can prevent small transac�ons of this type from prolifera�ng, as
they are o�en �mes correlate with less scrupulous prac�ces.

Other speci�c issues that are s�ll debated include considera�ons with respect to the
appropriate accoun�ng treatment of the �nancial instruments issues by these vehicles. In
April 2021 the SEC published a statement  concluding that warrants issued by SPACs
should be classi�ed under US GAAP as debt, measured at fair value, instead of equity. Some
have argued that this statement has contributed to damping the market of SPAC in Q2
2021. In Europe, ESMA raised an issue  to the IFRS IC in order to require clari�ca�ons from
the standard se�er interpreta�on commi�ee on the applica�on of the exis�ng requirements
under IFRS (IAS 32) in rela�on to the classi�ca�on of shares issued by SPAC on balance
sheet. In par�cular the ques�on raised is whether and under what circumstances shares
issued by the SPAC should be classi�ed as liabili�es or as equity instruments given the right
of redemp�on of shareholders both in the event of an acquisi�on, depending on how the
acquisi�on decision is made, and in the event of liquida�on.

At the same �me we are seeing market prac�ces evolving in order to accommodate on the
one hand regulators’ concerns and on the other investors’ expecta�ons. Examples include
the increase of lock-up periods of founders’ promote, the decrease of the promote’s size as
well as the tethering of sponsors’ remunera�on to the target’s performance.

European Regulatory Perspective
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From a European perspec�ve and taking my role as chair of the CFSC at ESMA, a few words
on ESMA’s e�orts to contribute to maintaining a high level of investor protec�on and
promote a common consistent supervisory convergence across the EU.

ESMA released in July of this year, under the auspices of CFSC, a statement  aimed �rstly
at drawing a�en�on on the fact that SPAC transac�ons may not be an appropriate
investment for all investors due to their complexity and the risks a�ached. The statement
sets out recommenda�ons both (i) with respect to the proper applica�on of product
governance and distribu�on of shares and warrants under the MIFID II, and (ii) with respect
to speci�c disclosures that are expected under the Prospectus Regula�on, to improve the
comprehensibility and comparability of SPAC prospectuses. The statement aims also to
coordinate and promote a convergent approach by NCAs on the scru�ny of SPAC
prospectuses. ESMA will of course con�nue to monitor the SPAC ac�vity.

What’s next at European level?  As you all know, the European Commission has launched a
public consulta�on on “making public capital markets more a�rac�ve for EU companies and
facilita�ng access to capital for SMEs” . This consulta�on includes ques�ons on the
appropriateness of the current lis�ng regime as regards IPOs via SPACs.  It asks for example
if there is a need to reinforce safeguards or be�er harmonise disclosure regimes in the EU.

Approach with respect to SPACs and Lessons Learned in France

With a high-quality structure that allows for alignment of interests, SPACs can be a proper
way of introducing companies of a certain size on the stock exchange, complemen�ng the
tradi�onal IPO process and establishing a poten�ally frui�ul link with private equity.

As expressed in its press release in April of this year , the AMF was rejoiced to welcome
new SPACs on the regulated market in the context of exis�ng European legisla�on that
allows for such transac�ons without the need for a dedicated framework.

We were also rejoiced to see that the market infrastructure in Europe was par�cularly well
equipped and proved to be su�ciently robust to handle the lis�ng of units on the regulated
market, composed of shares and warrants.

We are convinced at the AMF that having a su�ciently �exible but robust regulatory
framework allows market prac�ce to pursue its evolu�on and adjustment, in par�cular as
investors start gaining more leverage in nego�a�ons, as we have seen a�er the ini�al period
of euphoria early this year.

(6)

(7)

(8)



11/06/2022 11:16 Discours de Benoît de Juvigny, Secrétaire général de l'AMF - IOSCO SPAC Network Stakeholder Meeting - 16 dé…

https://www.amf-france.org/fr/actualites-publications/prises-de-parole/discours-de-benoit-de-juvigny-secretaire-general-de-lamf-iosc… 7/9

For example, in more recent transac�ons the previously generous remunera�on package
that was granted to sponsors is now becoming more constrained and is more carefully
nego�ated, with for example progressive remunera�on of sponsors subject to, in part,
�nancial targets for the combined company.

On the disclosure side, the Prospectus Regula�on can be seen as �t for purpose as it
currently stands. Upon instruc�on of new SPACs, the AMF has generally ensured that
speci�c disclosure aspects were properly addressed within the Prospectus Regula�on
framework. The AMF was par�cularly a�en�ve to disclosures related to sponsors’ con�icts
of interest and their mi�ga�on, the targets’ sector of ac�vity, investors’ rights and the
approval process of the target company. Adequate disclosures on the target company upon
de-SPACing are also expected.

From the point of view of investor protec�on, in prac�ce, retail par�cipa�on has not been
an issue for SPACs listed in France. On the primary market, retail investors are de facto
excluded from SPACs’ IPOs because, in prac�ce, SPACs have been listed via private
placements reserved to quali�ed investors and with increased minimum subscrip�on
amounts. It is worth no�ng that having fewer small investors also facilitates the de-SPACing
process especially when shareholders are granted a vo�ng right with respect to the target,
easing the handling of con�den�ality and market abuse considera�ons from a prac�cal
standpoint, as well as poten�ally diminishing the risk of high redemp�on rates, e�ec�vely
facilita�ng the unfolding of these transac�ons. On the secondary market, French SPACs have
been listed on Euronext’s Professional Segment, where retail access is restricted (but not
impossible) and for which speci�c MIFID distribu�on and product governance rules apply.

From our experience, there is a general agreement on the fact that SPACs, due to their
complexity and inherent uncertain�es, should not target retail investors, and that only
professional investors should have access to SPAC o�erings. Having a Professional Segment
with barriers to the entry for retail investors and speci�c MIFID product governance rules
strikes a good balance between investor protec�on and the promo�on of public markets as
a �nancing channel.

It was also our experience that the facilita�ng of the dialogue between the sponsors and
professional investors ahead of a SPAC IPO is key to promote a balanced agreement
between sponsors’ rights (ie. the size of the promote) and investor protec�on (ie. deadline
for the acquisi�on to be completed, expected content of the informa�on to be release ahead
of the redeem decision). The non-wri�en agreement between the sponsors and professional
investors is then transposed in a prospectus that needs to be approved by the AMF before
being publicly released.

Closing Remarks
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As we have seen, there are di�erent reali�es on the SPAC markets around the world.  Some
jurisdic�ons have dealt with SPACs for decades, bene��ng from developed market prac�ces,
while other countries have only recently seen a development locally. These di�erent levels
of maturity come with other dispari�es, for example, regarding the size and the structure of
the opera�ons, the prac�ces around lis�ng, the issues encountered, as well as more broadly
the regulatory environment. A “one size �ts all” approach might therefore be very di�cult
to de�ne and implement.

We have however also seen that there are many commonali�es, namely in terms of key
concerns, investor protec�on goals and safeguards. This is an opportunity to collec�vely
pursue the monitoring of SPAC ac�vity globally.

Par�cularly, we will need to con�nue monitoring the outcome of the numerous SPACs that
are now on the market and that are looking for targets globally, as this could poten�ally
cause excessive valua�ons in some scenarios.

Importantly, we must also assess the proper equilibrium that we want to target between
tradi�onal IPOs and SPACs, and consider whether the tendency should be to revise IPO
requirements or to reinforce SPAC safeguards, and ensure an increased level playing �eld
between the two.
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