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Update of the AMF's policy on funds that use Total Return
Swaps and communicate about their considera�on of non-
�nancial criteria

In December 2020, the AMF published an ini�al policy restric�ng
communica�on by these collec�ve investment schemes and invi�ng market
par�cipants to de�ne a robust framework to enable the development of
these products. The AMF is upda�ng its policy, which opens up possibili�es
for communica�ng on these products, following the publica�on of a charter
by the AMAFI and the FBF.

A marginal but growing practice

The report published in December 2020 set out the issues related to communica�on about
the considera�on of non-�nancial criteria of funds that are exposed via deriva�ve products
and, in par�cular, via total return swaps (TRS). A TRS is a deriva�ve contract by which a
counterparty bank transfers the total economic performance of assets to a fund. TRSs are
used for example by some Exchange Traded Funds (ETFs) that use "synthe�c" methods of
replica�on of the performance of an index or basket of assets via deriva�ves, without
inves�ng directly in the securi�es in ques�on. The use of these instruments has many
advantages, such as providing exposure to markets to which access is costly or whose
performance is di�cult to replicate (for example, emerging markets).

https://www.amf-france.org/en
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The same report showed that communica�on on the ESG characteris�cs of these funds
could be di�cult to understand in the absence of any transparency or guarantees given by
the TRS's counterparty banks as to their use of the sums invested by these funds. In this
respect, the AMF restricted communica�on by these funds on their ESG characteris�cs
("reduced" communica�on). It invited the �nancial community to develop a robust
framework that could provide reasonable assurance of consistency between the ESG
promise made to investors and the securi�es ul�mately acquired by these banks.

Change to the AMF's policy to be able to communicate centrally on
ESG criteria

The AMAFI and the FBF have drawn up a charter se�ng out a number of commitments to
be met by funds that wish to communicate more widely on the considera�on of ESG
criteria. The main measure consists in reducing the di�erences between the assets that are
targeted by the fund's ESG promise and those that are ul�mately acquired by the
counterparty, i.e. the counterparty's “hedge”.

The AMF is adap�ng its policy as a result of this development. Communica�ng centrally on
ESG criteria is possible if the TRS respects the AMAFI-FBF charter and provided that a
minimum quan�ty of assets is held by the funds as well as transparent communica�on to
their investors on the absence of vo�ng prac�ces on shares to which the fund is exposed via
swaps. These changes are incorporated into AMF Posi�on-Recommenda�on 2020-03.

While the framework proposed by the AMAFI and the FBF addresses the main concerns
raised in the report, the AMF calls on investment management companies to be extremely
vigilant about communica�on on the considera�on of non-�nancial criteria in this type of
funds. In par�cular, these disclosures should be free of ambiguity about the e�ec�ve impact
of these investments on the environment or society, for example.

Read more

Non-�nancial approaches in collec�ve investment schemes

Instruc�on DOC-2020-03: Informa�on to be provided by collec�ve investment
schemes incorpora�ng non-�nancial approaches (in French only)

https://www.amf-france.org/en/news-publications/publications/reports-research-and-analysis/non-financial-approaches-collective-investment-schemes
https://www.amf-france.org/fr/reglementation/doctrine/doc-2020-03
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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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