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COSTS AND PERFORMANCE OF EMPLOYEE INVESTMENT
UNDERTAKINGS

The establishment of employee savings schemes offers many benefits for both employers and employees. For
employers, it notably enables a convergence of interests as well as sharing of value and risk with the
employees. For their part, employees can build up medium- to long-term savings for themselves and invest in
financial instruments from which the potential return is higher than that from traditional savings productsl.
The social and tax benefits linked to employee savings schemes, and the potential matched contributions and
coverage of all or part of the costs by the employer, further increase the product's net return for employee
savers. Regarding the overall cost of the scheme, negotiation of the costs between the employer and the
asset management company theoretically makes it possible to ensure advantageous prices. Due to the
pooling of assets and liquidity restrictions on the liabilities (generally blocked for at least five years), but also
because of the absence of distribution costs and personalised advice, the characteristics of employee
investment undertakings should theoretically more closely resemble those of funds reserved for institutional
investors and less like those of funds intended for retail clients, especially in terms of costs and net
performance. However, administrative management of the individual plans remains personal and may prove
costly.

Our study aims to illustrate the positioning of employee investment undertakings by comparing their costs
and performance with equivalent funds dedicated to institutional clients and retail clients. The work uses a
database (S/X Financial) which compiles information on funds marketed in France, extracted from marketing
materials. The originality of this database lies in its coverage universe (unlike other commercial databases, it
includes employee investment undertakings). The extract available to us monitors more than 34,000 separate
funds over a period of 10 years (between 2008 and 2017).

In the case of equity and bond funds, we show that the total expense ratio (TER) of employee investment
undertakings (overall ratio representing all the costs paid by the employer and the employee) lies mid-way
between the ratio of institutional funds and that of retail clients. However, the difference in pricing between
employee investment funds (henceforth referred to as FCPEs) and institutional funds is not statistically
significant in the case of money market funds. As regards diversified funds, employee investment
undertakings appear to be the least expensive category, but the cost difference between employee
investment undertakings and institutional funds is small. These results appear robust and stable over the
period.

Fund ranking according to cost differences (total expense ratio)

Equity Funds 26 b 66 b
quity Institutionnal Funds P Employee P Retail Funds

< Investment Funds <

Bond Funds 28b 39b
Institutionnal Funds P Employee P Retail Funds

< Investment Funds <

Money Market Funds 21b
Y Institutionnal Funds ~ Employee P Retail Funds

Investment Funds <

Diversified Funds 8b 52b
Employee P Institutionnal Funds P Retail Funds

Investment Funds < <

Source: SIX, AMF calculations
Note for the reader:
The ~ sign represents a non-significant cost difference between two types of funds while the < sign represents a statistically significant cost
difference (result of regression analyses without size effect).

Y In France traditional savings products are mainly composed of life insurance and passbooks benefiting from
partial or total tax exemptions (Livret A, LDDS, PEL, ...).



AUTORITE
DES MARCHES FINANCIERS

AMXIF

As regards net performances, the conclusions are less clear-cut. On the whole, over the entire period the
institutional funds posted a net performance exceeding that of their employee savings equivalents (with the
notable exception of diversified funds). The average difference in performance was approximately one
percentage point for equity and bond funds, and half a point for money market funds. The difference in
performance between employee investment funds and funds intended for retail clients is relatively
insignificant (especially for equity funds and money market funds). And yet, the high variability of
performance from one year to the next makes the results very unstable over time (the average variability of
performance can be explained more by annual changes than by differences of target clients). Only the
performance differential between bond employee investment funds and their institutional equivalents seems
to persist significantly over time (advantage of approximately one percentage point per year for institutional
funds, except in 2014). The performance of the bond employee investment funds therefore seems closer to
that of funds intended for retail clients, for which the performance differential is not statistically significant.

This study is the first quantitative analysis allowing employee investment undertakings to be ranked in the
universe of investment funds marketed in France, in terms of both costs and performance. It presents an
overview of professional collective savings schemes in France and provides useful statistical information in
the context of the promotion of retirement savings in France via the Loi relative a la croissance et la
transformation des entreprises (PACTE — "business growth and transformation action plan"), and in Europe via
the introduction of the Pan-European Personal Pension product (PEPP).
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INTRODUCTION

According to the French Ministry for Labour's research and statistics unit (Direction de I'Animation de la
Recherche, des Etudes et des Statistiques — DARES), 50.8% of the employees of private-sector companies with 10
or more employees excluding agriculture, private employers and extraterritorial businesses (i.e. 7.3 million
employees) received supplementary income (profit sharing — “participation” —, or incentive schemes -
“intéressement”, or matched employer's contribution to savings schemes — “abondement”) in 2017.° That same
year, in companies with more than 10 employees, the cumulative gross amount of sums paid by way of profit
sharing, incentive schemes or the employer's contribution to savings schemes amounted to €18.4 billion, or an
average of €2,512 per beneficiary employee. The establishment of employee savings schemes in a company
offers many benefits for both the employer and the employees.

For the company, it can develop a convergence of interests (by arousing greater motivation and dedication
among employees) as well as a sharing of value and risk among shareholders and employees. Accordingly, a
decline in activity resulting from an economic downturn will be absorbed by both the company (fall in profits)
and the employees (fall in profit sharing calculated on the company's net profit after tax, or even incentive
schemes, based on performance criteria). Moreover, employee share ownership (which corresponds to
employee savings invested at least partly in the company's securities) is of major strategic interest in terms of
stabilisation of the shareholder structure.

From the employees' viewpoint, these schemes provide access to investment instruments on which the medium-
or long-term potential return is higher than that from the financial instruments traditionally used by savers
(passbook savings accounts and savings plans), and which also benefit from significant social and tax exemptions.
From a pricing viewpoint, one can theoretically expect lower costs than for purely retail funds: when a firm
negotiates with the asset management company various characteristics of the funds in which employee savings
are invested, its bargaining power is far greater than that of a single individual. Finally, regular saving is generally
encouraged by the company: it must mandatorily pay the custody fees,® and may decide to establish an
employer's contribution, or even pay for part of the management fees.

Given the amounts involved (economies of scale), the absence of distribution costs, of personalised advice, but
also because of liquidity restrictions on the amounts managed and the predictability of inflows, employee
investment undertakings should be far less expensive than funds intended for retail clients and be priced
similarly to funds reserved for institutional investors. The net performances should also be closer to those of
institutional funds. On the other hand, administrative management of the individual plans remains personal and
may prove costly. The study therefore analyses the positioning of the employee investment undertakings, in
terms of costs and net performance, by comparison with funds intended for retail clients and funds reserved for
institutional investors. In the first section, we briefly describe the various employee savings schemes and
instruments existing in France. We then describe the database (Section 2), the results of descriptive statistics
(Section 3) and econometric analyses (Section 4). Finally, a robustness check using more detailed classifications is
performed to confirm the results.

? Boutier, K. (2019). Participation, intéressement et épargne salariale en 2017. Des bénéficiaires de I'intéressement pour la premiére fois aussi
nombreux que ceux de la participation.

® Cf. Guide de I’épargne salariale (Guide to employee savings, in French only), p.154, for PEE plans; Article D.224-12 of the Monetary and
Financial Code for corporate retirement savings plans ("PEREs") since the PACTE Law. And yet, it seems that this obligation was already
applicable previously for PERCO plans (https://travail-emploi.gouv.fr/droit-du-travail/l-epargne-salariale/article/les-plans-d-epargne-salariale)



https://travail-emploi.gouv.fr/IMG/pdf/Guide_ES-juin2014_MAJ-10-JUILLET2014.pdf
https://www.legifrance.gouv.fr/affichCodeArticle.do;jsessionid=356B37D955CC51BD8916047FA0EFDFA4.tplgfr38s_2?idArticle=LEGIARTI000038871121&cidTexte=LEGITEXT000006072026&dateTexte=20191008
https://travail-emploi.gouv.fr/droit-du-travail/l-epargne-salariale/article/les-plans-d-epargne-salariale
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1. EMPLOYEE SAVINGS SCHEMES IN FRANCE*

1.1. TAX ENVELOPES

The employee savings scheme is a system of collective savings implemented by certain companies.

Two types of plan can receive employee savings money:
- Company savings plans (Plans d’Epargne Entreprise, PEEs) and
- Collective retirement savings plans (Plans d’Epargne pour la Retraite Collectifs, PERCOs).

The money invested in the PEE is unavailable for a period of five years except in cases of early release of funds
namely:
=  Marriage or civil partnership;
=  Birth or adoption of a third child;
= Divorce, separation, termination of a civil partnership if at least one child remains
dependent;
= Disability (employee, spouse, partner in contract of civil union, children);
= Death (employee, spouse, partner in civil partnership);
=  Premature termination of employment contract;
= Creation or takeover of a company (employee, child, spouse or partner in civil
partnership);
=  Purchase or enlargement of the primary residence, or repair following a natural
disaster;
=  Qver-indebtedness.

The money invested in the PERCO is unavailable until retirement except in cases of early release of funds,
namely:

= Disability (employee, spouse, partner in contract of civil union, children);

= Death (employee, spouse, partner in civil partnership);

=  Purchase of primary residence, or repair following a natural disaster;

=  Qver-indebtedness;

=  Expiry of rights to unemployment insurance.

Employee savings plans can receive money coming from incentive schemes (intéressement) and profit sharing
(participation), as well as from voluntary payments (versements volontaires) by the employee and possible
matched contributions (abondements) by the employer.

The PERCO plan can also receive rights from a work-time credit account (Compte Epargne Temps, CET)® or else, in
the absence of a CET account, the amounts corresponding to rest days not taken, within the limit of 10 days per
year. The company may also choose to make payments (initial and/or regular) into the PERCO plan, even in the
absence of a contribution by the employee.

When the PERCO plan is liquidated at retirement, the funds are generally released in the form of a life annuity6
(possibly in the form of a lump sum payment if the agreement establishing the PERCO plan provides for this).

The PERCO, and retirement savings schemes more generally, seem to be not very popular with the French. Assets
under management in pension funds (individual or collective) amounted to €229 billion in 2017 according to the
Ministry of Health’s Direction de la Recherche, des Etudes, de I’Evaluation et des Statistiques (DREES), of which
€16 billion for PERCO.” In response to the criticisms often expressed regarding retirement savings (lack of

* For a more detailed description, refer to Appendix 1.

> This possibility is also available for PEE plans, if provided for by the agreement establishing the plan
® "life annuity acquired on a paying basis".

7 DREES (2019).
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portability, clarity and flexibility), and to promote investment in the real economy, a single wrapper to increase
the portability and standardisation of these products was established by the Loi PACTE ("business growth and
transformation action plan"). Since 1 October 2019, this law has introduced the retirement savings plan (Plan
d’Epargne Retraite, PER). The PER comprises the individual PER (which replaces individual schemes and schemes
reserved for self-employed workers such as the personal retirement savings scheme (PERP — Plan d’Epargne
Retraite Populaire or the Contrat Madelin"), the collective corporate PER (which replaces the PERCO plan) and
the compulsory corporate PER (replacing contracts of the "Article 83" type). The amounts accumulated in a
PERCO plan are transferable to the collective corporate PER, and the savings available on a collective corporate
PER can be transferred to all the other PER plans.

1.2. EMPLOYEE SAVINGS INSTRUMENTS (WHAT CAN YOU PUT IN YOUR PEE/PERCO PLAN?)

There are various employee savings instruments: employee investment funds (Fonds Communs de Placement en
Entreprise — FCPEs) invested in securities of their firm or not, open-ended investment companies for employee
shareholders (Société d’Investissement a Capital Variable d’Actionnariat Salarié — SICAVAS) which invest in the
firm’s shares, and directly held shares.

However, the directly held shares, SICAVAS and employee investment undertakings having more than 30% of
their net assets invested in securities of their firm are not eligible for PERCO plans.

2. DESCRIPTION OF THE DATA

In order to propose for the first time an in-depth analysis of employee investment undertakings and examine
their positioning in relation to other investment funds, we purchased from the service provider SIX Financial
Information a database covering a substantial proportion of the collective investment undertakings (ClUs)
marketed in France (including employee investment funds — FCPEs).? It therefore includes French funds (which
include employee investment funds), but also foreign funds sold in France. This database gives details on the
main characteristics of the products and monthly information concerning their performance and their costs over
a period of ten years (2008-2017).

2.1. OVERALL SAMPLE
2.1.1. Representativeness of the sample
In order to assess the database's coverage, an extraction with the same search criteria was performed under

Lipper, a rival commercial database. The two tables below compare the number of funds obtained by each of the
databases.

® The employee investment funds (FCPEs) invested in securities of their firm and SICAVAS are excluded from our sample of employee
investment funds (a single one was referenced, between 2008 and 2009, in the SIX database).
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Table 1: Number of funds marketable in France per year Table 2: Number of funds marketable in France per year
and legal structure according to SIX (raw data extract) and legal structure according to Lipper (raw data extract)
merar | e merar [ Mt
employee employee of which French |of which foreign |Overall number employee Employee of which french of which Overall number
investiment . funds funds of funds investment R funds foreign funds of funds
funds investment funds investment
funds) funds)
2008 490 14 607 6629 7978 15097 2008 2 19 887 6820 13067 19 889
2009 534 15693 6716 8977 16 227 2009 3 20791 6829 13962 20794
2010 575 16 990 6852 10138 17 565 2010 8 21895 6937 14 958 21903
2011 595 18 847 6957 11890 19442 2011 8 23359 7020 16 339 23367
2012 610 19439 6802 12637 20049 2012 8 25479 6930 18549 25487
2013 656 20683 6 760 13923 21339 2013 8 28344 6953 21391 28352
2014 677 20518 6602 13916 21195 2014 8 31954 6904 25050 31962
2015 676 20830 6450 14380 21506 2015 9 35694 6908 28786 35703
2016 686 21162 6147 15015 21848 2016 9 39214 6761 32453 39223
2017 686 19956 5868 14088 20642 2017 9 42671 6770 35901 42 680
Source: SIX, AMF calculations Source: Lipper, AMF calculations

The employee investment funds seem to be very poorly referenced by Lipper: indeed only nine are listed for
2017, versus 686 for the SIX database. On the other hand, the Lipper database seems to have a better coverage
for foreign funds marketable in France. For French funds excluding employee investment funds, the Lipper
database counts slightly more.

Regarding French registered funds, the AMF regulatory reports recorded 11,738 of them at end-2017 while the
European Fund and Asset Management Association (EFAMA) counted a total of 10,860. The Association Frangaise
de la Gestion Financiére (French Asset Management Association, AFG), for its part, counted 1,874 employee
savings scheme and employee share ownership funds, including 24 foreign funds. So insofar as concerns the
number of French funds, the SIX database is far from being exhaustive. Even though this probably does not
explain all of the difference, it should nevertheless be mentioned that the SIX database (like the Lipper database)
focuses on funds for which there is an effective marketing drive (i.e. excluding funds closed to new subscriptions)
in France (i.e. excluding French funds intended for export).

Unfortunately it was not possible to supplement the SIX database with funds coming from Lipper to the extent
that the net asset data needed for subsequent analysis is lacking for these additional funds. The information
present in this second database was nevertheless used to enhance the reliability of certain variables in the SIX
database (especially as regards the classifications — Section 3.1.2.). Finally, since the AMF does not collect
information regarding the products' fees, the regulatory reports were used only to perform checks and improve
reliability.

Despite a less extensive coverage of foreign funds, the selected SIX database has the advantage of providing a
standardised view of the information available on both conventional funds and employee savings instruments. It
will therefore be possible to compare employee investment undertakings with funds not falling under this
regime.

2.1.2. Analysis by number of funds

Our database consists of 34,228 different French and foreign funds (collective investment funds — “FCP” —, open-
ended investment companies — “SICAV” — and employee investment funds — “FCPE”). 810 of these funds are
FCPEs. The funds are not all present throughout the study period: some are created and others disappear, which
explains why there are only slightly less than 22,000 funds at most in a given year.
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Table 1 below presents the content of the database in terms of the number of funds each year, and allows us to
already make a number of observations:

- The number of funds and employee investment funds increased almost continually between 2008
and 2016. Examining this more closely, we note that the number of French funds excluding
employee investment funds has decreased since 2012, whereas the opposite trend is noted for
foreign funds (note that the employee investment funds are all French in our database).

- Accordingly, among the funds marketed in France, funds domiciled in France are a minority. In
2017, they represented less than one-third (31.8%) of the population (versus 47.2% nine years
earlier).

- In 2017, the 686 employee investment funds represented 10.5% of authorised funds in France.

- Of the foreign funds, more than 75% are domiciled in Luxembourg and about 15% are from Ireland.
This breakdown remains stable over the entire study period.

The analysis can also be fine-tuned by breaking the funds down according to their investment universe. The SIX
database contains two variables that could help group the funds by major investment categories, namely the
“AMF category” and the “SIX internal classification”. We also imported the classification information present on
Lipper for funds identified by an ISIN code in the SIX database,’ and information relating to the investment
objectives and benchmark indices. All this information is then used to establish a summary classification as
consensual and close to reality as possible in light of the various sources of information.™°

The following tables and charts provide a view of changes in the funds' structure according to their investment
universe.

° Employee investment funds generally have no ISIN code.

% The elements of policy relating to fund classification are available in instructions DOC-2011-19 (for coordinated UCITS) and DOC-2011-21
(for employee savings scheme funds). As a reminder, certain AMF classifications are no longer compulsory since 2017 (refer to Section 2.1. for
more details).


https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&ved=2ahUKEwiyjvDsh53fAhULUhoKHUnoBrQQFjAAegQICRAC&url=https%3A%2F%2Fwww.amf-france.org%2Ftechnique%2Fmultimedia%3FdocId%3Dworkspace%3A%2F%2FSpacesStore%2F39201cb5-fd7b-4826-9b6c-0023dbac0540_fr_2.4_rendition&usg=AOvVaw0YyXwvd0kHpggFmnC2EJfx
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&ved=2ahUKEwjG_v2-iJ3fAhVaUBUIHbgjA9YQFjAAegQIChAC&url=https%3A%2F%2Fwww.amf-france.org%2Ftechnique%2Fmultimedia%3FdocId%3Dworkspace%3A%2F%2FSpacesStore%2F3ba57388-e504-49a1-978e-189e3d6af277_fr_2.2_rendition&usg=AOvVaw2peWVMcWvACBVBowVDTyy1
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Chart 1: Breakdown of funds (by number) according to the classification

mEquity funds = Fonds obligataires m Diversified funds = Money market funds ~m Others

100%
Population of employee investment funds oo
N Diversified Money 80%
Equity funds  Bond funds fands  market funds Others Overall
2008 158 61 165 63 43 490 70%
2009 174 68 183 64 45 534 0%
2010 191 70 197 65 52 575
2011 201 76 195 66 57 595 0%
6
2012 205 76 193 68 68 610
2013 211 86 218 74 67 656 40%
2014 216 2 225 74 70 677
2015 215 o1 230 65 75 676 30%
2016 225 89 226 63 83 686
2017 226 85 229 60 86 686 20%
10%
0%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
WEquity funds = Bond funds M Diversified funds = Money market funds M Others
100%
Population of French registered collective oo
: 80%
investment funds (exc. FCPEs)
. Diversified Money 70%
Equity funds  Bond funds fands market funds Others Overall o
2008 2367 865 1152 810 1435 6629
2009 2361 885 1165 797 1508 6716 0%
2010 2437 949 1224 756 1486 6852
2011 2428 1002 1309 710 1508 6957 20%
2012 2339 1017 129 651 1499 6802
2013 2388 1068 1327 575 1402 6760 30%
2014 2388 1086 1360 516 1252 6602
2015 2370 1114 1380 459 1127 6450 20%
2016 2239 1094 1351 418 1045 6147 10%
2017 2176 1081 1303 370 938 5868

0%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

= Equity funds Bond funds  m Diversified funds Money market funds ~ m Others
100%

Population of foreign registered collective

90%
investment funds so%
. Diversified Money
Equityfunds  Bondfunds =~ C> 0 G OMY o Others Overall 70%
2008 4933 1881 311 327 526 7978 0%
2009 5390 2125 404 350 699 8977
2010 5884 2456 484 372 942 10138 50%
2011 6697 2073 600 393 1227 11890
2012 7030 3302 656 386 1263 12637 40%
2013 7676 3782 719 395 1351 13923
2014 7615 3842 77 367 1321 13916 30%
2015 7770 4048 840 367 1355 14380
2016 7967 4370 885 367 1426 15015 20%
2017 7447 4150 813 351 1327 14088 10%

0%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source: SIX, AMF calculations

Note: For employee investment funds, the "other" funds consist almost exclusively of formula funds. For the French and foreign
registered funds, the "other" category includes formula funds, commodity funds, alternative multi-management funds, hedge
funds, cat bond funds, and funds for which we have not been able to clearly assign a classification (780 funds have been
removed from the sample for lack of classification).

Regarding employee investment funds, note the decrease in the number of money market funds, to the benefit
of the "Other" category. The erosion in the number of money market funds can be seen more generally for all
French funds, and has been offset by an increase in the number of diversified funds. Lastly, 82.6% of the foreign
funds marketable in France are equity funds or bond funds.

Still regarding employee investment funds, a more precise breakdown of the classifications highlights these
funds' heavy exposure to Europe; the fraction of the funds invested outside of Europe amounts to 25% in 2017
(versus 22% in 2008). The employee investment funds' low level of investment outside of Europe is especially
visible for bond and money market funds.

-10 -
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Chart 2: Breakdown of employee investment funds (by number) according to the classifications

100%

90%
80%

Others 70%
= Bond World
= Bond Europe 60%
Monetary World
Monetary Europe
= Diversified World
m Diversified europe (including France)
= Equity World 30%
m Equity europe (including France)

50%

40%

20%

10%

0%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source: SIX, AMF calculations

Another breakdown which is of prime importance for the remainder of the study concerns the type of investors.
A distinction can be made between four categories: employee investment funds (which we deal with separately),
collective investment funds intended for retail clients, mixed collective investment funds (intended for both retail
clients and institutional investors), and funds reserved for institutional investors. In 2017, the sample consisted of
68% of mixed funds, 21% funds reserved for institutional investors, 7% of funds intended for retail clients, and
lastly 3% of employee investment funds. The breakdown among these 4 categories appears stable over time.

2.1.3. Volume-based analysis of funds

To perform a volume-based analysis, we selected the total net asset variable, which is defined, for each date, as
the net asset value (NAV) per share multiplied by the number of fund units. However, this variable is not always
properly documented, and some funds have no data concerning the net assets." This is the case especially for
Swedish, Monegasque, British and Irish funds. The following analysis was therefore performed on a sample of
25,120 funds (versus 34,228 funds previously). For each year, we select the last available net asset value.™

™ Note that the data on assets under management, also present in our database, is even less well documented.
2 We have no details concerning the sales volumes per fund and per jurisdiction, so we adopt the total net assets of the fund, which may
over-estimate the volumes actually sold in France.

-11 -
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Table 3: Net assets of funds marketable in France per year and legal structure (euro biIIions)13

Net asset of
Net asset of funds (excl.
employee Employee of which french |of which foreign Overall net

investment . funds funds asset

funds investment

funds)

2008 19 1379 791 589 1399
2009 24 1643 874 769 1666
2010 24 1755 845 910 1779
2011 26 1600 722 878 1626
2012 29 1720 752 968 1749
2013 31 1780 721 1059 1812
2014 36 1856 684 1172 1892
2015 39 1924 681 1243 1962
2016 42 1873 627 1245 1914
2017 46 1971 642 1328 2017

Source: SIX, AMF calculations

There are apparently no pronounced differences in the distribution of fund size according to the domiciliation
(Chart 3).

Chart 3: Distribution of net asset data according to the type of fund (logarithmic scale)

FCPE French funds

o | o

- —

0 L0

© -~ - 1 T 1 1 © - - - 1 - 1 T 1
0 10 20 30 0 10 20 30

Foreign funds Total

o o

— —

0 LO

© r— -+~ 1 T 1 1 © - -~ 1 - 1 r . T 1
0 10 20 30 0 10 20 30

Total net assets (logarithmic scale)

Source: SIX, AMF calculations

> NB: At the end of 2017, according to Banque de France ("Performance of ClUs" database), French funds represented €1,646 billion in total
assets under management. The European Fund and Asset Management Association (EFAMA), for its part, mentioned net assets of €1,929
billion. The Association francaise de la gestion financiére AFG (French asset management association) reported €131.5 billion in employee
savings assets under management. So the differences in number are also found in terms of volume.

-12 -


https://www.efama.org/Publications/Statistics/International/Quarterly%20%20International/180327_International%20Statistical%20Release%20Q4%202017.pdf
http://www.afg.asso.fr/wp-content/uploads/2018/03/2018_03_20_Actifs-geres_Epargne_salariale_dec_2017_annexeCPv2.pdf
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The analysis in terms of net assets does not alter the observations made previously:

- The funds' net assets have been increasing constantly, except for French funds other than employee
investment funds.™

- In 2017, French funds (including employee investment funds) accounted for 34.1% of the net assets
of funds marketable in France, versus 57.9% in 2008.

- French employee investment funds represent an increasingly large proportion of the funds
domiciled in France, amounting to 6.7% in 2017 versus 2.4% nine years earlier.

- Regarding volumes, Luxembourg remains the leading country of domiciliation of foreign funds
marketed in France. However, it should be noted that Luxembourg's share has decreased since
2008, to the benefit of Ireland and the United Kingdom.

Chart 4: Breakdown of funds in terms of net assets according to the classification (euro billions)

mEquity funds = Bond funds W Diversified funds = Money market funds ~ m Others

100%

90%

Population of employee investment funds -

B Diversified Money

Equity funds  Bond funds funds market funds Others Overall 70%
2008 14 18 53 9,0 18 193

2009 21 2,0 64 11,1 22 23,8 60%

2010 24 23 48 12,0 25 2,0 o
2011 23 2,7 46 136 23 255

2012 28 33 52 15,2 26 290 0%
2013 45 36 59 145 2,9 315

2014 5,2 44 69 15,5 36 356 30%
2015 62 47 78 156 42 386

2016 68 55 84 16,7 44 21,7 20%
2017 81 59 98 17,2 5.2 463

10%

0%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

m Equity funds = Bond funds  m Diversified funds = Money market funds  m Others
100%
90%
Population of French registered funds o
Diversified Money
i h
Equity funds  Bond funds funds market funds Others Overall 70%
2008 127,0 744 69,7 27,1 92,4 790,7
o
2009 174,7 9,5 85,2 27,8 99,5 873,8 60%
2010 196,8 97,1 98,0 356,8 9,5 845,2 so%
2011 155,1 779 86,8 3186 83,9 7223
2012 1639 893 89,7 3187 903 751,7 0%
2013 1855 88,6 93,9 268,9 84,4 7214
2014 185,6 94,7 96,5 230,3 77,0 684,2 30%
2015 1837 94,6 103,2 2167 830 681,2
2016 1775 95,4 101,7 190,2 62,2 627,1 20%
2017 1957 104,2 108,7 168,7 64,8 642,1
10%
0%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

mEquity funds = Bondfunds M Diversified funds @ Money market funds M Others

100%
. . . 90%
Population of foreign registered funds e
Equity funds  Bond funds D";z::s'e" max:;‘fe:" g Others Overall 0%
2008 236,7 102,0 32,3 195,4 22,4 588,8
2009 349,4 162,3 35,0 190,2 32,0 768,9 60%
2010 434,0 213,5 39,5 179,4 43,9 910,2 50%
2011 408,1 2153 42,7 172,0 39,7 877,8
2012 462,2 272,5 54,1 139,5 39,9 968,2 40%
2013 545,6 266,4 74,5 126,6 45,8 1058,9
2014 563,2 302,3 103,2 146,2 57,2 1172,2 30%
2015 600,6 309,1 101,0 169,0 62,9 1242,6
2016 589,8 326,6 98,8 166,9 63,2 12454 20%
2017 654,5 345,8 116,5 151,2 60,5 13284

10%

0%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source: SIX, AMF calculations

 NB: We cannot completely rule out the idea that this could be due to an improvement in the coverage of the SIX database over time.
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In every case, over the past 10 years the share of money market funds has diminished, to the benefit of other
types of funds. The lighter weight of money market funds can be explained by the weak performance of these
products over the last decade, in both absolute terms (accommodative monetary policies have brought short-
term interest rates to very low levels, or even into negative territory), and in relative terms (at the same time,
bond and equity funds have risen significantly). The search for returns may have turned investors away from
money market products (reallocation either into bonds, lengthening the investment horizon on debt products, or
into listed shares by switching the investment universe into equities).

The breakdown of employee investment funds with more precise classifications confirms the result established
previously: the great majority of employee investment funds are invested in Europe. The proportion of funds
exposed to Europe has been stable since 2008, and stood at 90% in 2017.

Chart 5: Breakdown of employee investment funds in terms of net assets according to the classifications

100%

90%
80%

Others 70%
Bond World
= Bond Europe 60%
Monetary World
Monetary Europe
m Diversified World
m Diversified europe (including France)
= Equity World 30%
m Equity europe (including France)

50%

40%

20%

10%

0%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source: SIX, AMF calculations

Similarly, the breakdown of total volume according to the target clients confirms the significance of mixed funds
in the sample.

Chart 6: Breakdown of funds in terms of net assets according to the type of investor

u Employee investment funds Institutionnal funds ™ Mixed funds Retail funds

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0% y ' ' ' \
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Source: SIX, AMF calculations

-14 -



AUTORITE
DES MARCHES FINANCIERS

AMXIF

2.2. SUB-SAMPLES

As mentioned earlier, all the data needed for the analysis is not necessarily available for all the funds. The sample
is thus reduced to 17,824 funds if we retain only those having at least one complete year of data (simultaneous
cost, performance and net asset data).

Chart 7: Sizes of the samples according to the availability of data

24,060 funds have at
least one data point
on performance

23,234 funds have at least

/ one data point on fees

25,120 funds have at lease
one data point on net asset

Source: SIX, AMF calculations

3. DESCRIPTIVE STATISTICS AND COMPARATIVE COST/PERFORMANCE ANALYSIS

We now divide the funds by underlying assets. In order to keep sufficiently broad samples for each category,
aggregate classifications (equity, diversified, money market and bond) are adopted. Then the funds are grouped
by type of clients in order to compare the costs and performance of each category: employee investment funds,
funds intended for retail clients, funds intended for institutional investors and, lastly, funds open to both
institutional investors and retail clients. Moreover, an annual analysis was preferred despite the existence of
monthly performance metrics, because costs are reported only once a year.

3.1. ONGOING CHARGES

The median ongoing charges of equity employee investment funds™ are mid-way between the median ongoing
charges of institutional funds and the median ongoing charges of funds intended for retail clients. However, the
median ongoing charges of bond and diversified employee investment funds appear closer to the median
ongoing charges of the corresponding institutional funds. As regards money market funds, the median ongoing
charges of employee funds are similar to the median ongoing charges of funds for a "mixed" clientele. The
dispersion of ongoing charges for employee investment funds is generally more significant than that of ongoing
charges for institutional funds.

> For the employee investment fund charges, we have no information concerning the fraction of charges paid by the employer and the
fraction of charges paid by the employee. The charges analysed are therefore all the charges invoiced by the employee investment funds.
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Chart 8: Distribution of annual ongoing charges of equity Chart 9: Distribution of annual ongoing charges of
funds diversified funds
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Chart 10: Distribution of annual ongoing charges of money Chart 11: Distribution of annual ongoing charges of bond

market funds funds
Money market funds Bond funds
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Note for the reader: The blue box plots ("FCPE") correspond to employee investment funds. The red box plots ("instit") correspond to
funds open to institutional investors. The green box plots ("mixt") correspond to funds open to both institutional investors and retail
clients. The yellow box plots ("retail") correspond to funds open to retail clients. The ends of the box plots represent the smallest and the
largest adjacent value,'® the bottom of the box represents the first quartile, the middle line the median and the top of the box represents
the third quartile.

In the preceding charts, a fund is associated with a level of charges (distribution by number). The cost structure
can also be studied by weighting the distribution by the funds’ net assets (accordingly, the level of charges
associated with a large fund has more significance than the level of charges levied by a small fund). Equity
employee investment funds post a weighted median level of charges similar to that for institutional funds,
suggesting a negative correlation between the size of equity employee investment funds and their level of
ongoing charges. The classification of the various types of funds is not changed by the weighting of the
distribution of ongoing charges for bond and diversified funds. However, the median ongoing charges of money
market employee investment funds now appear to be higher than the median ongoing charges of the other
money market funds.

'® The smallest adjacent value is obtained by the following formula: Q, — % (Q5 — Q) while the largest adjacent value is obtained by the

following formula: Q5 + % (@3 — Q1) where Q; corresponds to the first quartile and Qs to the third quartile.
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Chart 12: Distribution of annual ongoing charges weighted
by the net assets of equity funds
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Source: SIX, AMF calculations

Chart 14: Distribution of annual ongoing charges weighted
by the net assets of money market funds
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3.2. THE TOTAL EXPENSE RATIO, OR TER

Chart 13: Distribution of annual ongoing charges weighted
by the net assets of diversified funds
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Net asset weighted
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Chart 15: Distribution of annual ongoing charges weighted
by the net assets of bond funds
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Source: SIX, AMF calculations

We now analyse the total expense ratio (TER), which consists of ongoing charges and performance fees. Adding
the performance fees to ongoing charges does not alter the observations made previously, since the funds'
ranking in terms of costs depends mainly on the classification of the funds (equity, diversified, money market or

bond fund)."’

7 Here we present only the TER distributions weighted by net assets. The charts without weighting are in Appendix 2.
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Chart 16: Distribution of the total expense ratio weighted Chart 17: Distribution of the total expense ratio weighted
by net assets of equity funds by net assets of diversified funds
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Chart 18: Distribution of the total expense ratio weighted Chart 19: Distribution of the total expense ratio weighted

by net assets of money market funds by net assets of bond funds
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Since the employee investment funds are all French, it is interesting to compare the TERs of employee
investment funds with the TERs of other French funds. Another breakdown of the sample is made, now

considering the funds' domicile.

For the equity and diversified funds, foreign institutional funds have lower median TERs than those of the
equivalent French funds. The median TERs of funds intended for a mixed clientele or retail clients are similar, on
the other hand. For the bond and money market funds, French funds seem less expensive, whatever the public

targeted.
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Chart 20: Median TER
of equity funds marketable in France
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Chart 22: Median TER
of money market funds marketable in France
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Chart 21: Median TER
of diversified funds marketable in France
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Chart 23: Median TER
of bond funds marketable in France
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When reasoning in terms of distributions weighted by net assets, the median of French bond and

money market funds remains lower than the equivalent foreign funds, thereby confirming what was
observed without weighting of the charges. Conversely, the median TER of foreign diversified funds
appears lower than the median total charges of French funds. As regards equity funds, the funds'
charges are similar, whatever the country of domiciliation.

Chart 24: Median of total annual charges weighted by the
net assets for equity funds marketable in France

Chart 25: Median of total annual charges weighted by the
net assets for diversified funds marketable in France
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Chart 26: Median of total annual charges weighted by the

net assets for money market funds marketable in France
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3.3. NET PERFORMANCES

Chart 27: Median of total annual charges weighted by the
net assets for bond funds marketable in France
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To analyse performance, we calculate the change in net asset value per share (NAV) between the months of
December each year to obtain annual performances net of ongoing charges and performance fees, as presented
in the KIID. We eliminate changes in NAV which do not correspond to a real performance by choosing a threshold
which makes it possible to eliminate operations of division and multiplication of the nominal value.™®

On the face of things, no clear ranking can be determined according to the type of fund.” However, it should be
noted that the performances of the employee investment funds appear generally less volatile than the
performances of the other funds. This could possibly be explained by the stability of the funds contributed by
investors (frozen for five years, limiting de facto the risk of massive redemptions) or by a more standardised

investment policy with less directional risk taking.

Chart 28: Distribution of net annual performances
weighted by the net assets of equity funds
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Chart 29: Distribution of net annual performances
weighted by the net assets of diversified funds
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'8 We thus remove from the sample 913 annual observations for which the NAV increases by more than 100% (doubling) or decreases by

more than 50% (halving).

' Only the charts of performance weighted by net assets are presented here. The charts without weighting are in Appendix 3.
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Chart 30: Distribution of net annual performances Chart 31: Distribution of net annual performances
weighted by the net assets of money market funds weighted by the net assets of bond funds
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4. ECONOMETRIC ANALYSIS

The following analysis enables us to confirm or invalidate the observations made in the previous section on the
basis of chart interpretations. The analyses begin in 2012, since all the variables were not sufficiently
documented before then.

4.1. TOTAL EXPENSE RATIO

In order to examine more closely the link between funds' charges and their characteristics, we propose an initial
series of regressions combining all the available observations in the database, inserting dummy variables for the
date and for the various characteristics (pooled OLS with time and characteristics dummies). The dependent
variables selected are as follows: date, type of clients, type of investment management (active or passive),
classification, domiciliation of the fund and the fund's investment in another fund (this variable identifies feeder
funds). The variable representing the fund size (net assets) is added in a second regression.

The regression analysis on the whole sample shows that the funds' total charges have been noticeably lower
since 2012. Employee investment fund charges are mid-way between the charges of funds intended for
institutional investors and the charges of funds sold to retail clients or mixed clients. Not surprisingly, index funds
are less expensive than active funds. Money market, bond and diversified funds have lower charges than equity
funds (although the difference is less significant in the latter case). On this overall sample, we find no significant
difference between the charges of French and foreign funds.

The same type of regression analysis is applied to homogeneous sub-samples in terms of underlying assets (in
each case, the reference categories are: 2012, employee investment funds, French funds) with the following
main findings:
- Fund charges have decreased since 2012 for equity, money market and diversified funds, but the
reduction is not significant for bond funds;
- The charges of equity and bond employee investment funds are higher than the charges of
institutional funds but lower than the charges of funds intended for retail clients or mixed clients.
The charges of money market and diversified employee investment funds are not significantly
different from (or else very similar to) those of institutional funds (while remaining lower than the
charges of equivalent mixed and retail funds).
- Foreign equity and diversified funds are less expensive than the equivalent French funds. However,
French bond and money market funds are less expensive than their foreign equivalents.
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Table 4: Regression analysis of funds' total expense ratio over their characteristics

Dependent variable: total expense ratio (TER, %)

Pooled-OLS
Overall sample Equity funds Bond funds Money market funds Diversified funds
2013 0,002 0,000 -0,010 -0,005 0,008 0,004 -0.060** -0.062** 0,039 0,033
(0,011) (0,011) (0,018) (0,017) (0,016) (0,016) (0,025) (0,025) (0,038) (0,037)
2014 -0.028** -0.027**  -0.057***  -0.049*** 0,006 0,006 -0.132%*  -0.134%* -0,002 -0,004
Time dummies (0,011) (0,011) (0,017) (0,017) (0,016) (0,016) (0,023) (0,023) (0,037) (0,037)
2015 -0.041%*  -0.039**  -0.062***  -0.054*** -0,005 -0,008 -0.176**  -0.178** -0,055 -0,050
Reference year : (0,011) (0,011) (0,017) (0,017) (0,015) (0,015) (0,022) (0,022) (0,036) (0,036)
2012 2016 -0.071***  -0.066**  -0.101***  -0.086*** -0,005 -0,008 -0.222%*  -0.225**  -0.112***  -0.101***
(0,011) (0,011) (0,017) (0,017) (0,015) (0,015) (0,021) (0,021) (0,036) (0,036)
2017 -0.071**  -0.061**  -0.109***  -0.085** -0,006 -0,010 -0.234**  -0.236***  -0.107***  -0.089**
(0,011) (0,011) (0,017) (0,017) (0,015) (0,015) (0,020) (0,020) (0,037) (0,037)
"Type of clients" Institutionnal funds -0.170%**  -0.141**  -0.255***  -0.198***  -0.277**  -0.255*** 0,023 0,021 0.082** 0,045
dummies } (0,016) (0,016) (0,032) (0,032) (0,023) (0,023) (0,015) (0,015) (0,041) (0,041)
Referencelcategory’: Mixed funds 0.488*** 0.525%** 0.614** 0.686*** 0.236*** 0.251%+* 0.201%** 0.200*** 0.627** 0.672%*
] R ——— _ (0,015) (0,015) (0,031) (0,031) (0,023) (0,023) (0,016) (0,016) (0,028) (0,029)
e Retail funds 0.553*** 0.561%** 0.655*** 0.694%* 0.394*** 0.388*** 0.212% 0.205*** 0.595%** 0.619***
(0,018) (0,018) (0,034) (0,033) (0,026) (0,026) (0,028) (0,028) (0,051) (0,051)
"Type of management" Indexed funds S1.218%%  -1.200%%% 1452 1445 0,789 -0.756**  -0.314%*  -0.332%* 0,363 0,354
dummies (0,012) (0,011) (0,013) (0,012) (0,018) (0,017) (0,027) (0,030) (0,508) (0,504)
Others classification -0.438***  -0.449%*
" ] N (0,012) (0,012)
Underlymg.assets Diversified classification -0.026**  -0.025**
dummies
(0,012) (0,012)
Reference category Money market classification -1.576**  -1.517**
Equity funds o (0.009) (0.009)
Bonds classification -0.857***  -0.848***
(0,007) (0,007)
“Domiciliation” dummies Foreign funds 0,006 0,008 -0.222%%  -0.221%*  0.314%*  0.312%*  0.082**  0.081**  -0.215%*  -0.164***
(0,007) (0,007) (0,012) (0,012) (0,010) (0,010) (0,010) (0,010) (0,021) (0,021)
e PP (s Feeder funds 0.125%*  0.118** -0,001 -0,002 0.045** 0,033 0.267**  0.263**  0.173***  0.164***
(0,013) (0,012) (0,025) (0,025) (0,022) (0,021) (0,019) (0,019) (0,029) (0,029)
Log (net asset) -0.042%%* -0.053*+* -0.029*+* -0.006*+* -0.051%+*
(0,001) (0,002) (0.002) (0,002) (0,004)
Constant 1.627%* 2.292%** 1.745%* 2.547% 0.727%* 1.203*** 0.236%** 0.348*** 1.515%* 2.316%**
(0,018) (0,027) (0,033) (0,044) (0,025) (0,038) (0,024) (0,051) (0,038) (0,080)
R squared 0,34 0,35 0,26 0,28 0,24 0,26 0,18 0,18 0,07 0,08
Nb obs 72024 72024 34132 34132 16 046 16 046 4026 4026 9294 9294
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000

*p<0.1, ** p<0.05, ** p<0.01

Source: SIX, AMF calculations

Note for the reader: When working on the overall sample (left-hand column), the regression reference categories are as follows:

- 2012 for the years (as opposed to the years 2013 to 2017);

- employee investment funds for the type of fund (as opposed to retail funds, institutional funds, and funds open to both
categories of investor)

- Equity funds (as opposed to bond, diversified, money market or other funds).

- French funds (including employee investment funds) as opposed to foreign funds.
The regression constant thus corresponds to the mean TER for equity employee investment funds in 2012 (i.e. 1.6%). All else being equal, a
money market fund is less expensive than an equity fund by 1.576 percentage points. Likewise, all else being equal, a fund targeting retail
clients is 55.3 basis points (bps) more expensive than an employee investment fund. Finally, on average the TER in 2017 was 7.1 bps lower

than in 2012.

Adding an explanatory variable representing the size of the fund does not alter the conclusions reached
previously. For all the categories analysed, the size of the fund is negatively correlated to the total expense ratio.
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Table 5 summarises the funds' ranking in terms of charges (adding the size effect or not).

Table 5: Fund ranking by total expense ratio (TER)

Total Expense Ratio (TER)
Equity Funds Institutionnal Funds < Employee Investment Funds < Mixed Funds < Retail Funds
Bond Funds Institutionnal Funds < Employee Investment Funds < Mixed Funds < Retail Funds
Money Market Funds Employee Investment Funds ~ Institutionnal Funds < Mixed Funds ~ Retail Funds
Diversified Funds Employee Investment Funds < Institutionnal Funds < Retail Funds ~ Mixed Funds
Total Expense Ratio (TER) - with size effect
Equity Funds Institutionnal Funds < Employee Investment Funds < Mixed Funds ~ Retail Funds
Bond Funds Institutionnal Funds < Employee Investment Funds < Mixed Funds < Retail Funds
Money Market Funds Employee Investment Funds ~ Institutionnal Funds < Mixed Funds ~ Retail Funds
Diversified Funds Employee Investment Funds ~ Institutionnal Funds < Retail Funds ~ Mixed Funds

Source: SIX, AMF calculations
Note for the reader: The ~ sign represents a non-significant cost difference between two types of
funds while the < sign represents a statistically significant cost difference.

The regressions conducted for each year make it possible to analyse the stability of the results during the period.
The results obtained previously seem stable over time except for the difference between the charges of French
and foreign funds. Table 6 suggests that the charges of French funds went below those of foreign funds over the
last two years of the study period (2016 and 2017). Here again, adding the net assets to the explanatory variables
does not alter the results.

Table 6: Regression analysis of funds' total expense ratio over their characteristics per year

Dependent variable: total expense ratio (TER, %)
Echantillon global, OLS par année

_ 2012 2013 2014 2015 2016 2017
"Type of clients” Institutionnal funds -0.103** -0,080 -0.142** -0.107** -0.144** -0.110** -0.175** -0.140** -0.213*** -0.188*** -0.256*** -0.237***
st _ (0,051) (0,050) (0,041) (0,041) (0,037) (0,037) (0,036) (0,036) (0,037) (0,037) (0,038) (0,038)
Reference category : Mixed funds 0.542***  0.582**  0.518*** 0.569*** 0.510*** 0.553***  0.491*** 0.529***  0.443***  0.471*** 0.410*** 0.432***
i lnyEs vesinet _ (0,048) (0,048) (0,038) (0,038) (0,035) (0,035) (0,034) (0,034) (0,034) (0,034) (0,034) (0,034)
ek Retail funds 0.520***  0.530***  0.547**  0.565*** 0.597*** 0.612*** 0.564*** 0.576*** 0.543*** (0.543*** (0.532*** (0.526***
i (0,055) (0,054) (0,044) (0,044) (0,042) (0,041) (0,041) (0,041) (0,042) (0,042) (0,045) (0,045)
“Type of management" Indexed funds -1.224%% 1.215%  -]1.238F*  -1.237%*  -1.214%% -1.213%*  -1.220%*  -1.220%* -1.207*** -1.181** -1.238** -1.206***
dummies ~ (0,032) (0,031) (0,029) (0,029) (0,027) (0,027) (0,025) (0,025) (0,028) (0,027) (0,027) (0,026)
Others classification -0.590*** -0.586*** -0.514** -0.529*** -0.415** -0.430** -0.388** -0.402** -0.365** -0.376** -0.302** -0.317**

(0,027) (0,027) (0,028) (0,028) (0,027) (0,027) (0,028) (0,028) (0,029) (0,029) (0,033) (0,033)
Diversified classification -0.061* -0,054 -0,013 -0,016 0,010 0,008 -0,035 -0,033 -0,040 -0,038 -0,032 -0,030
(0,034) (0,034) (0,030) (0,030) (0,029) (0,028) (0,027) (0,026) (0,027) (0,027) (0,029) (0,029)

Money market classification -1.552%* -1.459%* -1 578%* -1511%* -1 572%* -1515%* -1604** -1550%* -1504%* -1 546%* -1 591%* -1 553
(0,026) (0,026) (0,024) (0,024) (0,021) (0,021) (0,021) (0,021) (0,020 (0,020) (0,020 (0,020)

"Underlying assets "
dummies

Reference category :
Equity funds

Bonds classification -0.980*** -0.956** -0.922*** -0.911** -0.848** -0.834** -0.842** -0.833** -0.797*** -0.792** -0.789** -0.791***
L (0019)  (0019)  (0017)  (0017)  (0016) (0015  (0015)  (0015) (0015  (0015)  (0016)  (0,016)
"Domiciliation” Foreign funds -0.042%*  -0,027  -0,023  -0019  -0,006  -0,004 0,002 0,002  0.051*** 0.048%* 0.051***  0.047*
dummies B (0019)  (0019)  (0018) (0018  (0017)  (0017)  (0017)  (0017) (0018  (0018)  (0019)  (0,019)
"Feeder funds” Feeder funds 0.119**  0.114%* 0.145"* 0.141*** 0.138* 0.134** 0.117%* 0.110" 0.125%* 0.112** 0074  0.063**
dummies | (0031)  (0031)  (0030)  (0030)  (0030)  (0030)  (0030)  (0030)  (0031)  (0031)  (0030) (0,030
Log (net asset) -0.051*** -0.045%* -0.041*+* -0.040*+* -0.040*+* -0.037*+*
(0,003) (0,003) (0,003) (0,003) (0,003) (0,003)
Constant 1.650%*  2.440%  1.641%* 23287 1571%* 22050 15810 2.210%* 1550 21970+ 15787 2.181%%
(0051)  (0075)  (0,040)  (0063)  (0036)  (0060)  (0035)  (0058)  (0036)  (0,062)  (0036)  (0.066)
R squared 0,33 0,34 0,32 0,33 0,34 0,35 0,35 0,36 0,35 0,36 0,34 0,35
Nb obs 10941 10941 12497 12497 12929 12929 12630 12630 11789 11789 11238 11238
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000

*p<0.1, * p<0.05, ** p<0.01

The regressions per year and per classification presented in Appendix 4 confirm the great stability of the results.
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4.2. NET PERFORMANCES

The statistical results are far less clear-cut regarding the performance.20 However, the performance of
institutional funds seems to be superior for equity, bond and money market funds.

Table 7: Regression analysis of funds' net performance over their characteristics

Dependent variable : Net performance VL — VL,
Pooled-OLS VL,
Equity funds Bond funds Money market funds Diversified funds
2013 0,002 0,001 -0.109***  -0.109***  -0.015***  -0.014***  -0.015***  -0.015***
(0,002) (0,002) (0,002) (0,002) (0,002) (0,002) (0,002) (0,002)
2014 -0.043**  -0.044**  -0.017***  -0.017**  0.012*** 0.012**  -0.031***  -0.031***
Time dummies (0,002) (0,002) (0,002) (0,002) (0,002) (0,002) (0,002) (0,002)
2015 -0.076***  -0.077**  -0.076***  -0.075***  0.008*** 0.008***  -0.052***  -0.052***
Reference year : (0,002) (0,002) (0,001) (0,001) (0,002) (0,002) (0,002) (0,002)
2012 2016 -0.082***  -0.084***  -0.054***  -0.054*** -0.015*** -0.015*** -0.063***  -0.064***
(0,002) (0,002) (0,001) (0,001) (0,002) (0,002) (0,002) (0,002)
2017 -0.032%*  -0.034***  -0.111***  -0.110***  -0.039***  -0.039***  -0.042***  -0.043***
(0,002) (0,002) (0,001) (0,001) (0,002) (0,002) (0,002) (0,002)
Institutionnal funds  0.008*** 0,002 0.011***  0.009*** 0.005*** 0.005***  -0.011***  -0.010***
"Type of clients" dummies (0,003) (0,003) (0,002) (0,002) (0,002) (0,002) (0,002) (0,002)
Reference category : Mixed funds -0,001 -0.007*** 0.004* 0,003 0.008*** 0.008***  -0.005***  -0.007***
Employee investment (0,002) (0,002) (0,002) (0,002) (0,001) (0,001) (0,001) (0,001)
funds Retail funds 0,000 -0,004 0,004 0.004* 0,000 0,000 -0.008***  -0.009***
(0,003) (0,003) (0,002) (0,002) (0,002) (0,002) (0,003) (0,003)
“Type of management" Indexed funds -0.011%*  -0.012*** -0,001 -0,002 -0.011**  -0.010*** -0,011 -0,012
dummies (0,002) (0,002) (0,002) (0,002) (0,003) (0,003) (0,008) (0,008)
" S . Foreign funds -0.005***  -0.003*** -0,001 -0,001 0,002 0,002 -0.004***  -0.005***
Domiciliation" dummies
(0,001) (0,001) (0,001) (0,001) (0,001) (0,001) (0,001) (0,001)
" " . [ Feeder funds -0.006** -0.006** -0,001 0,000 0.005*** 0.005***  -0.004** -0.003**
Feeder funds" dummies
(0,003) (0,003) (0,002) (0,002) (0,001) (0,001) (0,002) (0,002)
Log (net asset) 0.006*** 0.001*** 0,000 0.002%**
0,000 0,000 0,000 0,000
Constant 0.149**  0.065***  0.093**  0.070*** 0.005*** 0,002 0.095***  0.059***
(0,002) (0,004) (0,002) (0,003) (0,002) (0,005) (0,002) (0,004)
R squared 0,08 0,09 0,31 0,32 0,14 0,14 0,14 0,15
# obs 42 514 42 514 21618 21618 4734 4734 10 605 10 605
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000

*p<0.1, ** p<0.05, *** p<0.01

Looking in greater detail, we can see that the relative differences in performance between the various categories
of funds are not stable over time. A better performance of one type of fund relative to the others in one year is
not necessarily found the following years.

Note that the same exercise (not presented) performed with the gross performances gives no more conclusive
evidence of a possible underperformance or outperformance of one category relative to another.

% As a reminder, the performances used are obtained by calculating the change in net asset value per share (NAV) between the months of
December each year to obtain annual performances net of ongoing charges and performance fees.
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Table 8: Regression analysis of funds' total expense ratio over their characteristics per year and per classification

Dependent variable : Net performance Vi,

EQUITY funds, OLS per year Vie-y
2012 2013 2014 2015 2016 2017
Dummies "type Fonds institutionnels 0,006 0,002 0,001 -0,008 0.018** 0.010* 0004 -0,005 0008 0005 -0,001 -0,006
de clientéle” (0005)  (0,005)  (0007) (0,007)  (0006) (0,006)  (0.006) (0,006)  (0,006)  (0,006)  (0.005)  (0,005)
Fonds mixtes -0,008 -0.012** -0.010* -0.021*** 0.009* 0,000 -0.011* -0.020%* 0,008 0,006 -0,002 -0.008*
Catégorie de (0,005)  (0,005) (0,006) (0,006) (0,005) (0,005) (0,005) (0,005)  (0,006) (0,006)  (0,005)  (0,005)
référence : Fonds retail -0,003 -0,006 0001 -0006 0006 0000 -0005 ~-0010 0002 0,000 -0.013* -0.016***
FCPE (0006)  (0005)  (0,008) (0008) (0,007) (0007) (0007) (0,007) (0007)  (0,007)  (0.006)  (0,006)
Indicatrice “type Fonds indiciels ~ -0.013* -0.014*** -0.032%* -0.032* 0.027*** 0.026** -0.028*** -0.028** 0,004 0,002 -0.025"* -0.030***
de gestion" (0,004) (0,004) (0,006) (0,006) (0,006) (0,006) (0,005) (0,005 (0,005 (0,005  (0,003)  (0,003)
Indicatrice Fonds étrangers  -0.011** -0.010*** -0.040** -0.039** 0.039*** 0.040*** -0.041*** -0.039*** 0.028*** 0.029** 0,003  0.006**
“nationalité” (0,002) (0002) (0004) (0,003) (0,003) (0003) (0,003) (0,003) (0,003) (0,003) (0,002)  (0,002)
'"?f'cag'ce Fonds nourriciers 0,001 0,000 0,004 0,003 -0.020%* -0.020** -0.016* -0.015% 0,003 0,003 -0.009* -0.008*
monri (0.004)  (0005)  (0,007)  (0007) (0,006) (0006) (0006)  (0,007)  (0,008) (0,008)  (0.005)  (0,005)
Log (actif net) 0.003+* 0.008** 0.006%* 0.008%* 0.002%** 0.006%*
0,000 (0,001) (0,001) 0,000 0,000 0,000
Constante 0.159%* 0.111*** 0.184** 0.062** 0.064*** -0.030** 0.108** -0.018* 0.035** -0,001 0.117** 0.027**
(0005  (0007) (0005 (0012) (0005 (0,010) (0005)  (0009) (0.005)  (0,009)  (0.004)  (0.008)
R squared 001 002 0,02 004 003 005 003 007 001 0,02 001 004
Nb obs 7626 7626 7334 7334 7222 7222 6972 6972 6719 6719 6641 6641
F-test p-val 0,000 0,000 0000 0000 0000 0000 0000 0000 0000 0000 0000 0,000
*p<0.1, ** p<0.05, ** p<0.01
Dependent variable : Net performance VL —VL._,
BOND funds, OLS per year Vi
2012 2013 2014 2015 2016 2017
Dummies "type Fonds institutionnels 0.037** 0.036** 0,005 0,004 -0.011* -0.012** 0.006* 0,005 0.014** 0.012*** 0.009*** 0.008***
de clientéle" (0,006) (0,006) (0,003) (0,003) (0,006) (0,006) (0,003) (0,003) (0,003) (0,003) (0,003) (0,003)
Fonds mixtes ~ 0.024** 0.024*** 0,000 0,000 -0.020*** -0.021** 0,001 0,001 0.006** 0.005*** 0.007*** 0.006**
Catégorie de (0,006)  (0,006) (0,003) (0,003) (0,005) (0,005 (0,002) (0,002) (0,002) (0,002)  (0,003)  (0,003)
référence : Fonds retail 0.035%* 0.036*** -0,006 -0,005 -0.020%* -0.020%* -0,006 -0,006 0.012%* 0.012** 0,005 0,005
FCPE (0007)  (0007)  (0,005) (0005 (0,007) (0006) (0004)  (0,004)  (0004)  (0,004)  (0.004)  (0,004)
Indicatrice “type Fonds indiciels ~ -0.026* -0.026*** -0.014** -0.016** 0.036*** 0.035** 0,007 0,005 -0,003 -0,006 -0,006 -0.008**
de gestion” (0007)  (0007)  (0,005) (0005 (0,008) (0008) (0004) (0,004) (0004)  (0,004)  (0.004)  (0,004)
Indicatrice Fonds étrangers  -0,005  -0,005 -0.048** -0.047** 0.039*** 0.039** 0.014*** 0.014*** 0.026** 0.027*** -0.034*** -0.033***
“nationalité” (0,003) (0003) (0002) (0,002) (0,003) (0003) (0,002) (0,002) (0,002) (0,002)  (0,002)  (0,002)
'"?f'ca:j"ce Fonds nourriciers 0,006 0,006 -0.008* -0,006 0003 0003 -0.009** -0.009** 0004 0005* 0001 0,001
moni (0007)  (0007)  (0,004) (0004) (0,004) (0004) (0003) (0,003) (0002) (0,002) (0,003)  (0,003)
Log (actif net) 0.001%* 0.003%* 0.001** 0.001%* 0.001% 0.001+*
0,000 0,000 0,000 0,000 0,000 0,000
Constante 0.074** 0.055*** 0.023** -0.022*** 0.068** 0.051** 0.010** -0,003 0.015*** -0.009* 0.006** -0.015***
(0.006)  (0,009)  (0.003)  (0,007)  (0.005)  (0,009)  (0.002)  (0,006)  (0,002)  (0,005)  (0.002)  (0,006)
R squared 001 002 0,11 0,12 0,06 0,06 0,02 002 005 005 007 008
Nb obs 3475 3475 3598 3598 3621 3621 3613 3613 3634 3634 3677 3677
F-test p-val 0,000 0,000 0000 0000 0000 0000 0000 0000 0000 0000 0000 0,000
*p<0.1, ** p<0.05, ** p<0.01
Dependent variable : Net performance VL —VL,_,
MONEY MARKET funds, OLS per year Vi
2012 2013 2014 2015 2016 2017
Dummies "type Fonds institutionnels 0.011%* 0.012** 0.010* 0.010** 0,001 0,001 0002 0002 0002 0003 0001 -0,001
de clientéle" (0,003) (0,003) (0,002) (0,003) (0,004) (0,004) (0,003) (0,003) (0,003) (0,003) (0,003) (0,003)
Fonds mixtes ~ 0.018* 0.018** 0.011*** 0.011** 0.004* 0,004 0.007** 0.007*** 0.003** 0.004*** -0.003** -0.005***
Catégorie de (0,003) (0003) (0002) (0,002) (0,003) (0003) (0,001) (0,002) (0,001) (0,001)  (0,001)  (0,001)
référence : Fonds retail 0.009%* 0.008* 0.010* 0.010** -0.011* -0.011* -0.010* -0.009** -0,008 -0,006 0.012** 0.009*
FCPE (0,003) (0,003) (0003) (0,003) (0,006) (0,006) (0,004)  (0,004) (0,006) (0,006)  (0,005)  (0,005)
Indicatrice "type Fonds indiciels ~ -0.020*** -0.024*** -0.011** -0.011* -0.016* -0,014 -0.015* -0,013 -0,002 0,000 0,016 0,015
de gestion” (0003)  (0005)  (0,005) (0005) (0,009) (0010) (0009 (0010) (0002) (0,003) (0,010)  (0011)
Indicatrice Fonds étrangers ~ -0.007** -0.008*** -0.025*** -0.025"* 0.052*** 0.052*** 0.039*** 0.039*** -0.006* -0.006* -0.045*** -0.045+**
“nationalité” (0,003) (0002) (0003) (0,002) (0,004) (0,004) (0,004) (0,004) (0,003) (0,003)  (0,003)  (0,003)
'"?f'C::j”ce Fonds nourriciers ~ 0.014** 0.013** 0.012** 0.012** -0.003* -0,003 -0.006** -0.006** -0,002 -0,001 0.004** 0.003*
ones . (0003)  (0004)  (0003) (0003) (0,002) (0002) (0002) (0,002) (0001) (0,001)  (0.001)  (0,002)
Log (actif net) -0,002 0,000 0.001** 0.001%* 0.001% -0.001%+
(0,001) (0,001) 0,000 0,000 0,000 0,000
Constante -0,003 0,031 -0.006"* -0,001 0.006* -0,014 0.004** -0.020** -0,001 -0.023** -0.006*** 0.019***
(0002)  (0021) (0002) (0011) (0.003) (0009)  (0.001) (0,008)  (0,001) (0,008)  (0.001)  (0,007)
R squared 006 007 0,15 015 027 027 023 024 001 0,02 030 031
Nb obs 947 947 877 877 817 817 748 748 700 700 645 645
F-test p-val 0,000 0,000 0000 0000 0000 0000 0000 0000 0002 0001 0000 0,000
*p<0.1, ** p<0.05, ** p<0.01
Dependent variable : Net performance VL —VL,_,
DIVERSIFIED funds, OLS per year Vi
. 2012 2013 2014 2015 2016 2017
Dummies "type Fonds institutionnels -0.023=* -0.021*** -0.029** -0.026** -0,006 -0,005 -0,003 -0,002 -0.008* -0,006 0,000 0,000
de clientéle” (0005  (0005)  (0,007)  (0007) (0,004) (0004) (0005) (0,005) (0,004) (0,005)  (0.004)  (0,004)
Fonds mixtes ~ -0.013* -0.015** -0.016"* -0.018"* 0,000 -0,003 0,000 -0,003 -0.005* -0.007* 0,001 0,000
Catégorie de (0,004) (0,004) (0,004) (0,005) (0,003) (0,003) (0,003) (0,003) (0,003) (0,003)  (0,003)  (0,003)
référence : Fonds retail -0.014** -0.013** -0.027** -0.026** 0,007 0,005 -0,001 -0,001 -0.011** -0.011** -0.010* -0.010*
FCPE (0,006)  (0,006) (0,008) (0,008)  (0,006) (0,006) (0,006) (0,006)  (0,005)  (0,005)  (0,005)  (0,005)
Indicatrice "type Fonds indiciels ~ -0.031** -0.034** -0,020 -0,020 -0,001 -0,003 -0.023*** -0.025** 0017 0017 -0,004 -0,005
de gestion” (0014) (0012) (0027) (0,025) (0,022) (0021) (0,008) (0,008) (0011) (0011) (0,016)  (0,016)
Indicatrice Fonds étrangers ~ -0,003  -0,004 -0.033"* -0.035%* 0.039*** 0.038** -0.015+** -0.017** 0.010%* 0.009*** -0.025"* -0.025*"*
“nationalité" (0,003) (0,003) (0,004) (0,004) (0,003) (0003) (0,003) (0,003) (0,003) (0,003)  (0,003)  (0,003)
e Fonds nourriciers 0,001 0,002 -0,007 -0,006 0.006* 0.006* -0.010%* -0.010%* -0.009** -0.009** -0,004  -0,004
mfzniru (0,004)  (0,004) (0,005) (0,005) (0,003) (0,003) (0,003) (0,003) (0,003) (0,003) (0,003)  (0,003)
Log (actif net) 0.003+* 0.003%* 0.002+* 0.002%* 0.002% 0.001%
(0,001) (0,001) 0,000 0,000 0,000 0,000
Constante 0.101* 0.061** 0.099** 0.0497* 0.046** 0,009 0.042°* 0,013 0.027** -0,009 0.054** 0.038**
(0,003) (0,010) (0,004) (0011) (0,002) (0,006) (0,003) (0,008)  (0,002)  (0,008)  (0,003)  (0,007)
R squared 001 003 0,06 007 012 014 002 003 002 004 007 007
Nb obs 1826 1826 1853 1853 1836 1836 1749 1749 1698 1698 1643 1643
F-test p-val 0,000 0,000 0000 0000 0000 0000 0000 0000 0000 0000 0000 0,000

*p<0.1, ** p<0.05, =* p<0.01
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5. ROBUSTNESS CHECK

The classifications used in the previous section are highly aggregated, and it is possible that part of the results
could be explained by a different breakdown within these classifications for each type of client. For example,
Section 2 showed that employee investment funds were largely invested in the euro zone, which is less the case
for the other types of funds.

Chart 32: Breakdown of the equity classification for the Chart 33: Breakdown of the diversified classification for the

various types of clients various types of clients
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Chart 34: Breakdown of the money market classification for Chart 35: Breakdown of the bond classification for the
the various types of clients various types of clients
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The regression analyses were performed again with more precise classifications (Table 9). These more granular
classifications also take into account funds' geographic exposure. The results mentioned previously appear still
valid, and the charges of employee investment funds are mid-way between the charges of institutional funds and
the charges of mixed and retail funds for all the classifications studied except those of French equity funds and
global diversified funds. For the latter two categories, the TER of employee investment funds is not significantly
different from the TER of institutional funds.
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Table 9: Regression analysis of funds' total expense ratio over their characteristics (more precise classifications)

Dependent variable

total expense ratio (TER, %)

Pooled-OLS
Overall sample C equity France C equity Europe C equity World C others diversified France
2013 0,001 0,001 0,005 0,023 0,004 0,011 0,019 0,017 0,015 0,010 0,419 0,327
©0011) ©0011) 0112) 0110 (0036) (0,036) ©0018) (0018) 0031) (0,030) (0:345) ©0319)
2014 -0.020%* -0.028%* 0,067 0,044 0,056 0,048 -0.056%* -0.051%+* 0,018 0,014 0.615% -0.580%
Time dummies ©0011) ©011) ©0111) (0,109 (0035) (0.034) ©018) 0017) ©0031) ©0031) (0361) ©0273)
2015 0,043+ -0.041%+ 0,009 0,024 0,057 0,038 -0.069"* -0.067+* 0,009 0,007 0,583 0,594
Reference year : ©0011) ©0011) (0112) ©111) (0035) (0035) ©017) ©0017) (©0031) (©0031) (0357) ©0270)
2016 -0.074%* -0.069%* 0,047 0,004 -0.118+* 0.099"* -0.095%* 0,085+ 0,026 -0,023 0,588 -0.691%
©0011) (©0,011) 0.113) 0112) (0,035) (0.034) (©0,018) (0.018) (0,033) (0,032) (0357) (0281)
2017 00747+ -0.065%* 0,052 0,019 0.111%* -0.083 -0.112%* -0.093+* 0,005 0,011 -0.602% 0787+
(0011) ©0011) (0.113) ©0112) (0036) (0.036) ©0018) (0018) (0,036) (0036) (0352) (0285)
“Type of clients” Institutionnal funds -0.284%* -0.255%* 0,070 0,245 -0.369"* 0.316+* 0179+ -0.135%* -0.263* -0.236%* 0,000 0,000
STt ) 0015) ©016) (0.147) (0.160) (0.046) (0,045) 0,043) (0.042) (0.042) 0042) [8) 8]
Reference category : Mixed funds 0.368"* 0.405+* 0779+ 1010 0506+ 05824+ 0.687+ 0743+ 01541+ @@ -0.672+ -1.262%*
Employee investment (0014) ©0015) (0.124) (0,140) (0042) (0042) 0042) (0041) (0,036) (0036) 0222) ©214)
e Retail funds 0.444% 0.451%% 0.546%* 0.783* 05617+ 0.602+* 0.733+ 07527+ 0.195%* 0.191% 0,000 0,000
L ©0018) ©017) ©0.141) 0.155) (0.054) (0.054) ©0043) (0.042) 0052) (0052) 8 8]
"Type of management" Indexed funds 1217 -1.206 -1.346"* -1.333 15110 14854+ -1.440m+ -Laa 0,690+ -0.681%* 0,000 0,000
dummies - 0012) ©0011) (0059) (0,056) (0021) (0,020) ©0016) (0016) 0042) (0041) 8] 8]
Classification equity Europe 0367 -0.388"*
(0033) ©0033)
Classification equity World -0.368"* -0.404%+*
0033) ©0032)
Classification others -0.796%* -0.836**
(0033 0033)
Classification diversified France -0.359" -0.424% Continued below
. . 0.134) (0:140)
U"dzzﬁr’:‘gi :: sets Classification diversified Europe -0.601* -0.634%+
(0,036) (0036)
T Classification diversified World 0204 -0316%*
Equity Europe funds. § (= (=)
Classification money market Europe  -1.911+* -1.879%*
0033) ©0032)
Classification money market World 1943+ -1.918*+
(0,034) (0,034)
Classification bond Europe -1.396%* -1.406%*
0032) ©0,032)
Classification bond World 10477+ 1077+
(0033) (0033)
“Domicialiation" Foreign funds -0.020%* -0.021%+* 0,195 0112 -0.147%* 01317+ -0.261%* -0.252%+* 0.370%* 03547+ 0,000 0,000
dummies (0,008) (©0.008) (0.199) ©0212) (0,020) (0,020) ©017) (0016) ©0021) ©0021) 8 0
Log (net asset) 0,043+ 0,097+ 0,052+ -0.053+* 0,027+ 0.214%
(©0001) ©0015) (0,003) (0,002) (0,004) ©0032)
Constant 2,123 28167+ 17500 3.164% 17747+ 2.555m* gk 2519+ 1,203 712 2709+ 0,233
(0035) ©041) 0.143) ©265) (0.046) (0.069) (0040) (0053) ©039) ©075) (0292) (0475)
R squared 035 0,36 017 0,19 0,20 022 034 0,37 0,08 0,09 024 0,67
Nb obs 72024 72024 1463 1463 11516 11516 21153 21153 8526 8526 39 39
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,101 0,000
*p<0.1, ** p<0.05, *** p<0.01
Dependent variable : total expense ratio (TER, %)
. . Pooled-OLS
Continuation diversified Europe ___Cl diversified World _Cl money market Europe Cf money marketWorld __C bond Europe Ci bond World
2013 0,054 0,046 0,035 0,031 -0.067+ -0.069" 0,023 -0,027 0,023 0,024 0.040* 0,035
(0,062) (0062) (0,046) (0,046) (0,030) (0,030) (0029) (0028) ©0021) (©0021) (0023) ©0023)
2014 0,007 0,003 0,000 0,000 -0.157%* -0.160%* -0,028 -0,030 0,026 -0,023 0.045+ 0.042*
Time dummies (0,059) (0058) (0.046) (0.046) (0.028) (0.028) ©0027) (0.026) (0020 (0020) (0023) 0023)
2015 0,003 0,005 0,071 0,061 -0.222%* 02247+ 0,013 0,014 -0.048* -0.044% 0.040* 0,032
Reference year : (0,058) (0058) (0.044) (0,044) (0026) (0.026) (0029) (0027) (0,020 (0020) (0022) ©0022)
2016 0,044 0,038 0.136+* 01227+ -0.205%* -0.298"* 0,005 0,002 0053+ -0.049% 0.045% 0.036*
(0.058) (0,058) (0.045) (0,045) (0024) (0.024) (0030) (0.029) 0,020 (0020) 0022) (0022)
2017 0,032 0,021 0.131%+ -0.108* -0.322% 03247+ 0,007 0,001 0,053+ -0.050% 0.043+ 0,035
(0,058) (0058) (0.047) 0047) (0023) (0023) (0030) (0.029) (0,020 (0,020) (0022) 0022)
“Type of cllents" Institutionnal funds 0,115 0.156+ -0,061 0,072 -0.098+* -0.0975+* -0.091%+* -0.060+* 03174+ -0.202++* 0.233 -0,155
i _ 0.076) ©0074) (0.083) (0.084) ©011) ©0011) ©0023) 0023) ©0021) (©0021) 0.134) ©0.124)
Reference category : Mixed funds 0.362+* 0.391% 04824+ 0.561%* 01547+ 0154+ 0.028 00717+ 0.096%* 0.118+* 0.346%* 0.416+*
Employee investment (0035) (0036) 0077) ©078) (0014) (0014) ©0017) (0018) (0,020 (0021) (0.134) ©124)
e Retail funds 0,105 0,118 0,543 0.596** 0.128" 0.121%% 0.102 0.094* 0.200** 0.286"* 0.499 0.555**
(0,080) ©079) (0091) 0092) 0028) (0.028) ©0048) (0.044) 0025) 0025) (0.135) ©.125)
"Type of management" Indexed funds 10341+ -1.078%+ 0,429 0416 -0.236%* 0,259 01541+ -0.219%* 06274+ -0.600%* -1.061% 10374+
dummies - ©0078) ©0078) (0522) ©517) (0029) (0,030) 0023) (0.024) ©0021) (0,020) 0022) 0.024)
“Domicialiation” Foreign funds 0,082 0,042 -0.355+* 0293+ -0,013 0,012 0.135++ 01447+ 0.256%* 02567+ 0,010 0,023
dummies (0051) (0052) (0023) (0024) 0013) (0013) ©0017) (0018) ©0011) ©0011) (0.025) (0025)
Log (net asset) -0.035%* -0.064%* 0,007+ 0,024+ 0,027+ 0,023+
(0.006) (0.006) (0.003) (0.003) (0.002) (0.002)
Constant 1.489+ 2038+ 1.814% 2,781 0436+ 0.568* 0.195+* 0589+ 0.776%* 12110+ 0.962++* 1.2697
(0052) ©0102) (0082) ©.126) 0022) (©051) 0025) (0.060) ©024) (0045) (©132) ©0427)
R squared 0,05 0,06 0,06 0,09 013 013 0,09 015 024 025 020 021
Nb obs 3001 3001 6254 6254 3231 3231 795 795 7361 7361 8685 8685
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000

*p<0.1, ** p<0.05, *** p<0.01

Source: SIX, AMF calculations

The regressions per year presented in Appendix 5 confirm the stability of the results. Nevertheless, it should be
noted that the reduction in the charges of French and global institutional equity funds only appeared towards the
end of the period.

However, the inclusion of more precise classifications does not make it possible to draw any conclusions
regarding the relative levels of net performances.
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CONCLUSION:

Employee investment undertakings are French collective investment undertakings associated with a regulatory
system aiming to increase employees' participation in their company’s overall performance and in some cases
include them in its share ownership structure. Even though these funds are intended for retail clients (the
employees), the choice of proposed investment instruments is based on negotiations with the employee
representatives (except when ratified by referendum). The list of authorised investment instruments forms part
of the plan's regulations and is not controlled by the employee. This should result in lower costs for the investor
due to 1) economies of scale; 2) the bargaining power of the company, which provides the asset management
company with a "captive" client base for several years. The final return for the investor is also boosted when the
employer agrees to pay for part of the management fees. Lastly, the corporate and tax benefits (which concern
the amounts invested but also the income from the investment) are particularly attractive.

As is often the case when a tax benefit is introduced, the rent extraction along the intermediation chain might
have been feared: for example, one might imagine an increase in management fees until the net returns (after
tax) of a conventional securities account liable to taxation and a tax-exempt company savings plan (PEE) are
aligned.21 One could also consider that the fund manager has less incentive to achieve performance, given that
the tax benefit means he is almost certain not to do worse than conventional mutual funds. Considering,
moreover, that the exclusive agreements signed between the asset management company and the company
which establishes a PEE or PERCO plan run for several years, and that the funds invested in employee savings
scheme instruments are frozen for five years (at least), it might be feared that a quasi-monopolistic rent would
be exploited.

In this context, we propose an initial analysis of the positioning of employee investment undertakings (exclusively
French), in terms of costs and net performance, relative to alternative investments in conventional collective
funds (French or foreign) marketed in France and targeting retail and institutional clients.

The study shows that the total expense ratios of the employee investment undertakings are mid-way between
those of institutional funds and those of retail funds for equity and bond funds. The total expense ratio of
diversified and money market employee investment undertakings is not statistically different from the total
expense ratio of institutional funds. These results appear stable over time.

As regards the net performances, the conclusions are less obvious. However, equity, bond and money market
funds reserved for institutional investors seem to offer higher performances than the equivalent employee
investment undertakings. These conclusions regarding net performance should nevertheless be viewed
cautiously, since they appear highly variable over time.

! |n addition to distorting competition on net returns, the tax benefit also distorts the investment incentives: as a reminder, to obtain the tax
exemption of incentive bonuses or profit sharing agreements, it is necessary to invest them in an employee savings plan.
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Appendix 1: Employee savings schemes in France
TAX WRAPPERS

COMPANY SAVINGS PLAN ("PLAN D'EPARGNE ENTREPRISE" — PEE) (and its variants: inter-company savings plan /
group savings plan)22

Company savings plans (PEEs) were formally introduced by Order 67-694 of 17 August 1967.% Order 67-693 of
17 August 1967°* had just established a mandatory mechanism of employee profit sharing for companies with
more than 100 employees, and this threshold would be lowered to 50 employees from 1990.”

At present, the characteristics of company savings plans are set out in the French Labour Code.”® The legislative
provisions are specified in Articles L3332-1 to L3332-28. The regulatory section spreads from Articles R3332-1 to
R3332-32.

Accordingly, "the company savings plan is a system of collective savings providing the company's employees with
an opportunity to take part, with the help of their company, in establishing a portfolio of transferable securities"
(Article L3332-1 of the Labour Code).

The setting up of a PEE plan in a company is optional,27 but it becomes mandatory whenever a profit sharing
agreement has been negotiated (i.e. in practice from 50 employees upward). The shares or units acquired on
behalf of employees and former employees are delivered to them upon the expiry of a minimum period of five
years running from the date of acquisition of the securities (Article L3332-25 of the Labour Code) except in the
cases of early release of funds listed in Article R3324-22 of the Labour Code), namely:
=  Marriage or civil partnership;
= Birth or adoption of a third child;
= Divorce, separation, termination of a civil partnership if at least one child remains
dependent;
= Disability (employee, spouse, partner in contract of civil union, children);
= Death (employee, spouse, partner in civil partnership);
=  Premature termination of employment contract;
= Creation or takeover of a company (employee, child, spouse or partner in civil
partnership);
=  Purchase or enlargement of the primary residence, or repair following a natural
disaster;
= Qver-indebtedness.
The PEE plan can receive money coming from incentive schemes (intéressement), profit sharing (participation),
voluntary payments and possible matched contributions (abondement) by the company (Article R3332-9 of the
Labour Code).
The rights booked on a working-time credit account (Compte Epargne Temps — CET) can also be invested in the
scheme if that is provided for by the agreement establishing the plan.28

The concept of profit sharing29 was introduced by Order 67-693 of 17 August 1967 which makes it mandatory for
companies with more than 100 employees (threshold reduced to 50 employees). Article L3322-2 of the Labour

22 A concise description of the PEE plan can be looked up on the French government's official website at the address: https://www.service-
public.fr/particuliers/vosdroits/F2142.

3 Order 67-694 of 17 August 1967 relating to company savings plans, Official Journal of the French Republic of 18 August 1967, pp. 8290-91.
* Order 67-693 of 17 August 1967 relating to employee profit sharing, Official Journal of the French Republic of 18 August 1967, pp. 8288-90.
»Act No. 90-1002 of 7 November 1990 amending Order 86-1134 of 21 October 1986 relating to employee incentive schemes and profit
sharing and employee share ownership, Official Journal of the French Republic of 11 November 1990, pp.13846-48.

%% In Articles L222-1 and R222-1, moreover, the Monetary and Financial Code refers explicitly to the Labour Code.

7 "The company savings plan can be established in the company at the company's initiative or by an agreement with the personnel [...]",
Article L3332-3 of the Labour Code.

%8 Cf. Guide de I’épargne salariale ("Guide to employee savings"), p.153
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Code provides that "companies employing at least fifty employees shall guarantee the right of their employees to
receive a share of the company's profits". Profit sharing "aims to guarantee collectively the employees' right to
share financially in the company's profits" (Article L3322-1 of the Labour Code). The conditions of the profit
sharing system are defined in an agreement negotiated between the company and its employees (or their
representatives). Profit sharing is excluded from the tax base for corporation tax or income tax, and from the
employer's social security contributions (Article L3325-1 of the Labour Code): accordingly, "the amounts placed in
the special profit-sharing reserve during a financial year are deductible from the tax base for corporation tax or
income tax payable for the financial year during which they are distributed among the employees." They are also
exempted from income tax for employees provided that they comply with the lock-in period (Article L3325-2 of
the Labour Code).

An incentive scheme® is an optional system, introduced by an Order of 1959,*! and carried over by Order 86-
1134 of 21 October 1986, making it possible "to have employees collectively share in the earnings or
performance of the company" (Article L3312-1 of the Labour Code). The system is governed by an agreement
signed for a period of three years between the company and the employees or their representatives (Article
L3312-5 of the Labour Code). Companies which implement incentive schemes can deduct from the tax base
defined for corporation tax or income tax the amount of money paid in cash to the beneficiaries pursuant to the
incentive scheme agreement. These amounts are subject to income tax (Article L3315-1 of the Labour Code)
whereas when a beneficiary has subscribed to a company savings plan and assigns to this plan all or part of the
amounts allocated to them by the company under the incentive scheme, these amounts are exempted from
income tax within the limits of an amount equal to half of the average annual cap used to calculate social security
contributions as mentioned in Article L3315-2 of the Labour Code.”

The voluntary annual payments of the beneficiaries designate the amounts invested by employees in their PEE
plan on their own initiative. Article R3332-9-1 of the Labour Code stipulates that "the annual payments of a
beneficiary mentioned in the last paragraph of Article L. 3332-2 into the employee savings plans in which they
take part may not exceed one-quarter of their earned income subjected to income tax."

The matched contribution by the employer is an additional payment by the company into the employee's PEE
plan (in practice, the amount is generally proportional to the amounts invested by the employee). The company's
additional contribution to the PEE plan may not exceed 300% of the employee's payment (Article L3332-11 of the
Labour Code) or 8% of the annual amount of the Social Security Annual Cap (Plafond Annuel de la Sécurité
Sociale, PASS — Article R3332-8 of the Labour Code).33 However, Article L3332-11 of the Labour Code provides
that this additional contribution cap may be increased by 80% for investment in shares of the company (equities
or investment certificates). Since the amendments introduced by the PACTE Law of 22 May 2019, said Article
L3332-11 of the Labour Code also allows unilateral payments by the company, even in the absence of a
contribution by the employee, "for the acquisition of shares or investment certificates issued by the company or
by a company included in the same consolidation scope or combination of accounts [..]". The additional
contribution by the employer is excluded from the tax base for corporation tax or income tax, and from the
employer's social security contributions. It is also exempted from income tax for the employee (Article L3332-27
of the Labour Code).

There are two variants of the PEE plan: the Plan d’Epargne Interentreprises (PEI: inter-company savings plan) and
the Plan d’Epargne de Groupe (PEG: group savings plan). Whereas the PEE plan is specific to a particular
company, PEls and PEGs make it possible to pool the management of a plan among several companies (belonging
to the same group in the case of a PEG plan) which thus share the costs of setup and achieve a critical mass of
savings enabling them to better negotiate with the asset management company (de facto facilitating access to

» A fact sheet on profit sharing can be looked up on the French government's official website at the address: https://www.service-
public.fr/particuliers/vosdroits/F2141

30 A fact sheet on incentive schemes can be looked up on the French government's official website at the address: https://www.service-
public.fr/particuliers/vosdroits/F2140

*10rder 59-126 of 7 January 1959 with a view to promoting workers' involvement with the company, or incentive scheme.

2In 2019, the social security ceiling was €40,524. The exemption from income tax was therefore limited to €20,262.

3 1n 2019, the additional contribution by the employer to a PEE plan was therefore capped at €3,241.92.
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the system for the smallest companies). The PEl is governed by Articles L3333-1 to L3333-8 of the Labour Code
and R3333-1 to R3333-6 of the Labour Code. The PEG is provided for in Article L3344-1 of the Labour Code which
specifies that "an incentive scheme, profit sharing or a company savings plan can be established in a group
consisting of companies that are legally independent, but which have established financial and economic ties
with one another."

THE COLLECTIVE RETIREMENT SAVINGS PLAN (PLAN D’EPARGNE POUR LA RETRAITE COLLECTIF — PERCO) (and its
inter-company and group v;ariants)34

The characteristics of the collective retirement savings plan are set out in the French Labour Code (Articles
L3334-1 to L3334-16 and R3334-1 to R3334-5).

The establishment of a PERCO plan in a company is optional (Article L3334-2 of the Labour Code), but the
existence of a PEE plan in the company makes it compulsory to open, within three years, negotiations concerning
the establishment of a PERCO plan® (Article L3334-3 of the Labour Code).
The amounts or securities booked on the accounts of the participants are held until retirement (Article L3334-14
of the Labour Code). However, in cases due to the participant's situation or plans, these amounts or securities
may exceptionally be released before retirement (Article R3334-4 of the Labour Code), namely:

= Disability (employee, spouse, partner in contract of civil union, children);

= Death (employee, spouse, partner in civil partnership);

=  Purchase of primary residence, or repair following a natural disaster;

=  Qver-indebtedness;

=  Expiry of rights to unemployment insurance.

The collective retirement savings plan can, at the participants’ initiative, receive payments of money coming from
incentive schemes, profit sharing and other voluntary payments and contributions by the company (Article
L3334-6 of the Labour Code). The initial payment and periodic payments by a company into the PERCO plan
benefit all the plan's members. The total amount of these two payments may not exceed 2% of the annual
amount of the Social Security Annual Cap (PASS)*® — Article D3334-3-2 of the Labour Code. Lastly, it is possible to
pay into the plan the rights from a working-time credit account ('CET') or else, in the absence of a CET account,
the amounts corresponding to rest days not taken, within the limit of 10 days per year (Article L3334-8 of the
Labour Code).

When the plan is liquidated at retirement, the amounts or securities booked on the participants' accounts are
generally delivered in the form of a life annuity for consideration (possibly in the form of a lump sum payment if
the agreement establishing the PERCO plan provides for this) — cf. Articles L3334-15 and R3334-3 of the Labour
Code.

The additional contribution by the employer to the PERCO plan may not exceed 300% of the payment by the
employee (Article L3332-11 of the Labour Code) or 16% of the annual amount of the Social Security Annual Cap
(PASS) as per Article R3334-2 of the Labour Code™’. This amount of additional contribution by the employer may
be increased by 80% for investment in shares of the company (equities or investment certificates), as per Article
L3332-11 of the Labour Code. The additional contribution by the employer is excluded from the tax base for
corporation tax or income tax, and from the employer's social security contributions. It is also exempted from
income tax for the employee (Article L3332-27 of the Labour Code).

3% A concise description of the PERCO plan can be looked up on the French government's official website at the address: https://www.service-
public.fr/particuliers/vosdroits/F10260

% Or a substitute such as the personal retirement savings scheme (Plan d’Epargne Retraite Populaire — PERP) or the "Contrat Article 83".

%% In 2019, this represented an amount of €810.48.

%7 In 2019, the additional contribution by the employer to a PERCO plan was therefore capped at €6,483.84.
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Like for PEE plans, PERCO plans can take the form of an inter-company plan (PERCOI — cf. Article L3334-4 of the
Labour Code) or a group plan (PERCOG — cf. Article L3344-1 of the Labour Code).

EMPLOYEE SAVINGS INSTRUMENTS (WHAT CAN YOU PUT IN YOUR PEE/PERCO PLAN?)

The transposition into French law of the European directives® considers employee savings instruments as
Alternative Investment Funds (AIFs) and not as Undertakings for Collective Investment in Transferable Securities
(UCITS). They can be divided into two sub-groups: employee investment undertakings (Fonds Communs de
Placement en Entreprise — FCPEs) and open-ended investment companies for employee shareholders (Sociétés
d’Investissement a Capital Variable d’Actionnariat Salarié — SICAVAS). The employee investment undertakings are
governed by the AMF General Regulation (Article 424-1 to 15 of the AMFGR) and by AMF Policy DOC-2011-21.

Employee investment undertakings (FCPEs)

In France, employee investment funds are governed by Articles L214-163 to L214-165-1 (legislative part) and
Articles R214-211 to R-214-214-10 (regulatory part) of the Monetary and Financial Code. Employee investment
funds are not subject to the exposure limitations applicable to other retail investment funds (Fonds
d’Investissement & Vocation Générale — FIVGs")* insofar as concerns securities issued by the company or a
company of the same group (Article R214-214-2 of the Monetary and Financial Code).

The employee investment funds include employee investment undertakings for employee shareholders for which
"more than one-third of the assets consist of securities issued by the company or by any company related to it"
(Article L214-165 of the Monetary and Financial Code).

Since 1 January 2018, certain fund classifications, especially for employee investment funds, established by the
AMF are optional. This is the case for classifications relating to equity funds or bond funds. The "diversified fund"
classification, for its part, has been eliminated. On the other hand, the "formula fund" and "money market fund"
classifications remain mandatory. However, the investment strategy of employee investment funds appears on
the funds' regulatory documents.®

The PACTE Law introduced manager-guided investment as the default option for retirement savings plans
(formerly PERCOs). This option is based on a strategy making it possible to gradually reduce risk. Three
investment profiles will be proposed to the saver: "cautious retirement horizon", "balanced retirement horizon"
and "dynamic retirement horizon"*".

Open-ended investment companies for employee shareholders

Open-ended investment companies for employee shareholders (SICAVAS) are governed by Article L.214-166 and
Articles R214-215 to R214-216 of the Monetary and Financial Code. SICAVAS have been authorised since 2001.
They are open-ended investment companies (i.e. joint-stock companies) which invest in a firm's shares (one
could therefore speak of an equivalent to the "SICAV format" of the employee investment fund for employee
shareholders).

% Directive 2014/91/EU of 23 July 2014 published in the Official Journal of the European Union on 28/08/2014 (L257/186 to L257/213),
known as the "UCITS Directive", and

Directive 2011/61/EU of 8 June 2011 published in the Official Journal of the European Union on 01/07/2011 (L174/1 to L174/73), known
as the "AIFM Directive".
% Article R214-32-29 of the Monetary and Financial Code provides generally that a retail investment fund ("FIVG") "cannot invest more than:
(1) 5% of its assets in eligible financial securities or money market instruments issued by the same issuer; (2) 20% of its assets in eligible
financial securities or money market instruments issued by the same entity; (3) 20% of its assets in deposits invested with the same entity."
“0 ¢f. Article 30 of the AMF Policy DOC-2011-21
1 Cf. Article 1 of the official decision of 7 August 2019 enacting the retirement savings reform.
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A single SICAVAS has been authorised by the AMF since the creation of the scheme. As at 31/12/2017, the French
asset management association AFG indicates that the single French SICAVAS represented €608.1 million in assets
under management.”

Directly held securities (shares of the company)

Article 1L3332-14 of the Labour Code provides that the free shares awarded to employees can be placed in the
PEE plan. Article L3332-15 of the Labour Code specifies that "when all or part of the savings collected by the plan
[PEE] are intended to be devoted to the acquisition of transferable securities issued by the company or by a
company in the same group [..], the establishment of a mutual fund is not mandatory for managing this
investment."

However, directly held securities and employee investment undertakings are not eligible for PERCO plans (cf.
Article L3334-6 of the Labour Code).

“ https://www.afg.asso.fr/wp-content/uploads/2018/03/2018 03 20 Actifs-geres Epargne salariale dec 2017 annexeCPv2.pdf
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Appendix 2: Distribution of the total expense ratio
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Appendix 3: Distribution of net annual performances

Chart 40: Distribution of net annual performances of
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Chart 41: Distribution of net annual performances of
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Appendix 4: Regression analysis of funds' TER over their characteristics per year and per

classification

Dependent variable: total expense ratio (TER, %)
EQUITY funds, OLS per year

2012 2013 2014 2015 2016 2017
"Type of clients" Institutionnal funds -0.180* -0,103  -0.211**  -0.135* -0.248** -0.182* -0.259*** -0.202*** -0.283** -0.237** -0.337** -0.298***
e ) (0,109) (0,107) (0,081) (0,081) (0,073) (0,073) (0,074) (0,073) (0,075) (0,074) (0,074) (0,073)
R ae Gy - Mixed funds 0.661***  0.762***  0.660** 0.758*** 0.631** 0.713** 0.628** 0.696** 0.586*** 0.643** 0.525*** 0.577**
Employee investment . (0,106) (0,104) (0,078) (0,078) (0,071) (0,071) (0,071) (0,071) 0,072) (0,071) (0,071) (0,070)
funds Retail funds 0.621***  0.686™* 0.672*** 0.729*** 0.698*** 0.746** 0.665*** 0.705"** 0.653*** 0.677*** 0.629"**  0.647**
0,112) (0,110) (0,084) (0,083) 0,077) 0,077) (0,078) (0,076) (0,078) 0,077) (0,081) (0,080)
"Type of management" Indexed funds -LASIM* -1.442%%*  -1.469%*  -1.469%*  -1.436* -1.4417%*  -1.464%* -1.475%*  -1.450%* -1.432%* -1.438%* -1.405%*
dummies (0,035) (0,034) (0,031) (0,031) (0,027) (0,027) (0,029) (0,029) (0,031) (0,030) (0,032) (0,031)
"Domiciliation" Foreign funds -0.266***  -0.247**  -0.258** -0.248** -0.217** -0.217** -0.248*** -0.252%* -0.175%* -0.184** -0.150*** -0.159***
dummies (0,031) (0,030) (0,029) (0,029) (0,027) (0,027) (0,029) (0,028) (0,030) (0,029) (0,030) (0,030)
"Feeder funds"” dummies Feeder funds -0,066 -0,054 -0,017 -0,011 0,026 0,024 -0,008 -0,010 0,058 0,049 0,004 -0,002
(0,070) (0,069) (0,062) (0,061) (0,058) (0,057) (0,061) (0,060) (0,059) (0,058) (0,058) (0,057)
Log (net asset) 0.064*** -0.057** -0.052*** -0.050*** -0.049** -0.047+*
(0,005) (0,008) (0,004) (0,004) (0,005) (0,005)
Constant 1.729%*  2.669***  1.718%* 2.550%* 1,665  2.450***  1.692** 2456** 1.633***  2.409** 1.663**  2.406**
(0.106) (0132) (0.077) (0,103) (0,069) (0,096) (0,070) (0,094) (0,070) (0,104) (0.069) (0.108)
R squared 0,26 0,28 0,26 0,28 0,29 0,31 0,29 0,30 0,25 0,27 0,24 0,25
Nb obs 5074 5074 5816 5816 6105 6105 5998 5998 5662 5662 5477 5477
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000
*p<0.1, ** p<0.05, *** p<0.01
Dependent variable: total expense ratio (TER, %)
BONDS funds, OLS per year
2012 2013 2014 2015 2016 2017
“Type of clients" Institutionnal funds -0.158**  -0.158** -0.243*** -0.239** -0.260*** -0.234*** -0.330*** -0.291** -0.351** -0.311** -0.314*** -0.286***
S . (0,063) (0,062) (0,054) (0,055) (0,055) (0,056) (0,054) (0,053) (0,056) (0,056) (0,053) (0,054)
e Ee G - Mixed funds 0.300%**  0.307***  0.248**  0.255***  0.253** 0.273** 0.204*** 0.229%* 0.178** 0.200** 0.219**  0.231**
iy e } (0,062) (0,062) (0,053) (0,054) (0,054) (0,055) (0,053) (0,052) (0,055) (0,055) (0,052) (0,053)
ke Retail funds 0.424**  0.420**  0.389** 0.380*** 0.391** 0.391** 0.360*** 0.358** 0.362*** 0.354** 0.418**  0.404**
(0,071) (0,071) (0,063) (0,064) (0,062) (0,062) (0,061) (0,061) (0,063) (0,063) (0,060) (0,061)
"Type of management" Indexed funds -0.659*** -0.643*** -0.736*** -0.724** -0.815** -0.786™* -0.799*** -0.757** -0.818"** -0.772%* -0.896*** -0.841***
dummies (0,061) (0,060) (0,044) (0,043) (0,043) (0,042) (0,039) (0,038) (0,036) (0,036) (0,035) (0,036)
“"Domiciliation" Foreign funds 0.292%*  0.299***  0.274***  0.274***  0.283**  0.281** 0.336*** 0.330"** 0.362*** 0.352** 0.350**  0.341**
dummies (0,027) (0,027) (0,025) (0,025) (0,025) (0,025) (0,025) (0,024) (0,024) (0,023) (0,024) (0,024)
“Eeeder funds” dummies Feeder funds 0.145**  0.141* 0,032 0,022 0,005 -0,007 0,027 0,005 0,035 0,017 0,027 0,020
(0,063) (0,062) (0,050) (0,049) (0,051) (0,051) (0,047) (0,046) (0,051) (0,051) (0,052) (0,053)
Log (net asset) -0.021*** -0.021%* -0.026™** -0.033*** -0.036™* -0.032***
(0,005) (0,004) (0,005) (0,004) (0,004) (0,004)
Constant 0.658***  1.001***  0.744**  1.094**  0.742%*  1.161%* 0.744%*  1.277** 0.747**  1.337"** 0.715%* 1.233"*
(0,061) (0,095 (0,052) (0,084) 0,053; (0,093; (0,052; (0,083) (0,054) 0,087; (0,050; (0,085
R squared 0,19 0,20 0,22 0,23 0,23 0,24 0,26 0,28 0,27 0,29 0,27 0,29
Nb obs 2040 2040 2573 2573 2838 2838 2942 2942 2862 2862 2791 2791
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000
*p<0.1, ** p<0.05, ** p<0.01
Dependent variable: total expense ratio (TER, %)
MONEY MARKET funds, OLS per year
2012 2013 2014 2015 2016 2017
- i " Institutionnal funds 0,020 0,022 0.077* 0.079* 0,027 0,027 0,023 0,021 -0.057**  -0.069** -0.102*** -0.123***
Tyze ociert (0,051) (0,051) (0,046) (0,047) (0,035) (0,035) (0,031) (0,031) (0,027) (0,028) (0,022) (0,024)
Referenucn;rgl:l:gory 8 Mixed funds 0.311%*  0.312%**  0.307** 0.310** 0.205*** 0.206** 0.174*** 0.173**  0.050* 0,041 -0,015 -0.034*
A (s ; (0,054) (0,054) (0,048) (0,049) (0,039) (0,039) (0,035) (0,035) (0,028) (0,028) (0,019) (0,019)
e Retail funds 0.318***  0.316*** 0.274** 0.272** 0.288*** 0.285** 0.210**  0.203*** 0,060 0,040 -0,004 -0,043
(0,071) (0,071) (0,075) (0,075) (0,077) (0,077) (0,066) (0,065) (0,055) (0,053) (0,045) (0,041)
"Type of management" Indexed funds -0.392*** -0.402*** -0.375*** -0.388*** -0.378*** -0.389*** -0.345*** -0.369** -0.166** -0.182*** -0.109** -0.129**
dummies (0.053) (0,057) (0,074) (0,078) (0,054) (0.061) (0,057) (0,068) (0,047) (0,061) (0,044) (0,055)
"Domiciliation" Foreign funds 0,016  -0,017 0,012 0010  0.047%* 0047 0.104%* 0.105** 0.140%* 0142 0.150%* 0.152%*
dummies (0,033) (0,034) (0,027) (0,028) 0022) (0,022) (0,023) (0,023) 0021) (0,020) (0,022) (0,021)
Feederundsdummies! Feeder funds 0.325%**  0.324***  0.390**  0.388*** 0.298** 0.297** 0.225** 0.221** 0.096***  0.085** 0,014 -0,004
(0,047) (0,048) (0,049) (0,050) (0,044) (0,045) (0,042) (0,043) (0,033) (0,035) (0,017) (0,021)
Log (et asset) -0,003 0,004 -0,003 -0,007 -0.012% -0.016%*
(0,006) (0,006) (0,006) (0,005) (0,005) (0,005)
Constant 0.152%** 0,206 0,070 0,135 0.099*** 0,156 0.079** 0.204* 0.148**  0.370***  0.195"**  0.495**
(0,052) 0.127) (0,046) (0,123) (0,036) (0,110) (0,032) (0,107) (0,025 (0,101) (0,019) (0,107)
R squared 0,16 0,16 0,19 0,20 0,16 0,16 0,13 0,13 0,09 0,11 0,12 0,16
Nb obs 745 745 720 720 715 715 660 660 623 623 563 563
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000
*p<0.1, ** p<0.05, *** p<0.01
Dependent variable: total expense ratio (TER, %)
DIVERSIFIED funds, OLS per year
2012 2013 2014 2015 2016 2017
“Type of clients" Institutionnal funds -0,091 -0,192 0,100 0,074 0.158* 0,127 0,116 0,081 0,109 0,074 0,113 0,089
el ; (0,134) (0,135) (0,103) (0,104) (0,093) (0,093) (0,088) (0,087) (0,092) (0,091) (0,113) (0,111)
Reference category : Mixed funds 0.620***  0.623***  0.617** 0.675*** 0.713** 0.763** 0.658** 0.719*** 0.604** 0.641*** 0.565*** 0.601***
e e o } (0,101) (0,100) (0,075) (0,076) (0,068) (0,069) (0,062) (0,064) (0,062) (0,064) (0,063) (0,065)
funds Retail funds 0.484**  0.438**  0.626*** 0.663*** 0.701** 0.744** 0.645** 0.682"** 0.607*** 0.629** 0.535***  0.552***
(0,170) (0,172) (0,123) (0,122) (0,121) (0,119) (0,115) (0,114) (0,114) (0,114) (0,115) (0,115)
"Type of management" Indexed funds 0,823 0,767 0,909 0,894 1,261 1,298 -0.534** -0.503**  -0,160 -0,188 -0,452 -0.481*
dummies (1,402) (1,397) (1,401) (1,392) (1,727) (1,700) (0,190) (0,145) (0,216) (0,205) (0,295) (0,290)
“Domiciliation” Foreign funds 0.126** -0,035  -0.218** -0.172%* -0.292*** -0.245*** -0.258*** -0.192*** -0.180*** -0.140*** -0.176** -0.141**
dummies (0,062) (0,063) (0,051) (0,051) (0,048) (0,049) (0,044) (0,045) (0,051) (0,050) (0,058) (0,058)
"Feeder funds"” dummies Feeder funds 0,002 -0,014 0.152* 0.133* 0.226**  0.223***  0.232%* 0.232%** 0.217*** 0.210** 0.178**  0.167**
(0,077) (0,077) (0,077) (0,077) (0,075) (0,075) (0,065) (0,065) (0,066) (0,066) (0,064) (0,065)
Log (et asset) -0.069*+* -0.053*+ -0.048% -0.057+++ -0.044%+ 0,044+
(0,013) (0,010) (0,010) (0,011) (0,010) (0,011)
Constant 1.547*  2.672%*  1.659%*  2.372%% 14477 2,182 1.437**  2.314%*  1.403%* 2,093 1.4437* 2,155
(0,098) (0,232) (0,069) (0.177) (0,061) (0,166) (0,055) (0,184) (0,056) (0.178) (0,056) (0,193)
R squared 0,06 0,08 0,05 0,07 0,08 0,09 0,08 0,10 0,06 0,08 0,05 0,07
Nb obs 1424 1424 1643 1643 1669 1669 1603 1603 1516 1516 1439 1439
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000

*p<0.1, * p<0.05, ** p<0.01
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Appendix 5: Regression analysis of funds' TER over their characteristics per year and per

detailed classification

Dependent variable

EQUITY EUROPE funds, OLS per year

total expense ratio (TER, %)

_ 2012 2013 2014 2015 2016 2017
“Type of clients” Institutionnal funds -0.282*  -0,248 -0.355*** -0.292** -0.379*** -0.313** -0.360** -0.300*** -0.372** -0.326** -0.431*** -0.387***
‘dummies (0161)  (0161)  (0,116)  (0117)  (0104)  (0104)  (0,105)  (0,104)  (0107)  (0106)  (0,106)  (0,105)
Reference category : Mixed funds 0.647*** 0.716*** 0.562*** 0.646*** 0.511** 0.601*** 0.535*** 0.613** 0.445** 0.504** 0.371** 0.439**
o avemay s e (0161)  (0162) (0109) (0110)  (0097)  (0097)  (0,096)  (0,096) (0,095 (0,095  (0,092)  (0,093)
funds Retail funds 0.562*** 0.598*** 0.532*** 0.577*** 0.604*** 0.657** 0.576*** 0.620** 0.563*** 0.597** 0.574** 0.606**
(0181)  (0181)  (0129)  (0128)  (0123)  (0122)  (0.124)  (0122)  (0126)  (0125)  (0144)  (0,142)
"Type of management” Indexed funds -1.522%** -1.482*** -1.538*** -1.519%** -1.471** -1.451** -1526** -1.509** -1.511** -1.485** -1.501*** -1.463**
dummies (0056)  (0054)  (0,049)  (0048)  (0046)  (0044)  (0,050)  (0,048)  (0050)  (0048)  (0051) (0,049
"Domicialiation” Foreign funds -0.214** -0.177*** -0.187** -0.168*** -0.143*** -0.125** -0.168** -0.149*** -0.108** -0.104** -0,060  -0,052
dummies (0047)  (0047)  (0051)  (0051)  (0047)  (0046)  (0048)  (0,048)  (0046)  (0046)  (0,050)  (0,050)
Log (net asset) -0.063** -0.050*** -0.055*** -0.052*** -0.042%* -0.051%*
(0,009) (0,008) (0,008) (0,008) (0,008) (0011)
Constant 1.689*** 2,639%* 1.763*** 2513+ 1707** 2530** 1.707** 2502%* 1.675%* 2321** 1715%* 2511%*
(0154)  (0208) (0.099)  (0157)  (0088) (0145)  (0.086)  (0.147)  (0.086)  (0152)  (0.083)  (0.185)
R squared 0,22 0,24 0,20 021 0,22 0,24 021 0,22 0,20 021 017 0,19
Nb obs 1793 1793 2011 2011 2025 2025 1973 1973 1892 1892 1822 1822
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000
*p<0.1, = p<0.05, ** p<0.01
Dependent variable : total expense ratio (TER, %)
EQUITY FRANCE funds, OLS per year
2012 2013 2014 2015 2016 2017
"Type of clients” Institutionnal funds 0.743* 0,645 0,014 0,211 -0,141 0,193 0,132 0,286 -0,110 0,044 0,009 0,160
TS ) (0396)  (0393) (0429)  (0466)  (0326)  (0404)  (0.343)  (0373)  (0320) (0352)  (0292)  (0.319)
Reference category : Mixed funds 1.286*** 1.242*** 0.616* 0.920** 0.782** 1.213** 0.755*** 0.951** 0.719* 0.893*** 0.784** 0.958***
ey e (0309) (0309) (0352) (0392)  (0301)  (0396)  (0.285)  (0327)  (0286)  (0327)  (0246)  (0,286)
funds. Retail funds 0.954***  0.866** 0,433 0.734*  0.632* 1.067** 0,462 0.684* 0,468 0.663*  0.564**  0.756**
(0361) (0367) (0396) (0436) (0359) (0434) (0318) (0352)  (0.318)  (0,355)  (0,280)  (0,314)
“Type of management" Indexed funds -1.280%** -1.226*** -1.349%** -1.328** -1.249** -1.237** -1.466** -1.487** -1.373** -1.367** -1.380"* -1.361**
dummies (0473)  (0461)  (0,141)  (0131)  (0141)  (0131)  (0.135)  (0137)  (0133)  (0128)  (0138)  (0,129)
"Domicialiation” Foreign funds 0,197 0,178 0,306 0,128 0,161 -0,049 -0,041  -0,051 0,270 0,246 0,261 0,229
dummies (0410)  (0420)  (0555)  (0609)  (0419)  (0466)  (0.385)  (0384)  (0520)  (0553)  (0512)  (0,550)
Log (net asset) -0.102*** -0.119%* -0.128** -0.076** -0.073* -0.077*
(0,035) (0,035) (0.035) (0.034) (0,037) (0,042)
Constant 1.230***  2.989*** 1.897*** 3.632*** 1.691** 3.472%* 1779** 2901** 1.779** 2871** 1.703** 2.883**
(0292)  (0681)  (0339)  (0640) (0285  (0616)  (0.268)  (0554)  (0268)  (0610)  (0.224)  (0.670)
R squared 0,13 0,15 0,16 0,19 0,18 0,22 0,19 0,20 0,19 0,20 0,19 0,20
Nb obs 262 262 262 230 223 223
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000
*p<0.1, ** p<0.05, ** p<0.01
Dependent variable : total expense ratio (TER, %)
EQUITY WORLD funds, OLS per year
2012 2013 2014 2015 2016 2017
"Type of clients” Institutionnal funds -0,098 0,003 -0,080 -0,014 -0.163* -0,113 -0.196* -0,156 -0.273** -0.243** -0.285*** -0.264***
dummies _ (0129)  (0124) (0107) (0105 (0098)  (0097)  (0101)  (0099)  (0.103)  (0.101)  (0.099)  (0,097)
Reference category : Mixed funds 0.697*** 0.814** 0.774*** 0.861*** 0.704*** 0.765** 0.693*** 0.740** 0.619** 0.658** 0.605** 0.635**
ey e (0122)  (0116)  (0,106)  (0104)  (0097)  (0096)  (0,099)  (0,098)  (0100)  (0098)  (0.096)  (0,094)
funds Retail funds 0.698*** 0.775*** 0.816*** 0.859*** 0.766** 0.794*** 0.738*** 0.757** 0.672** 0.672*** 0.669*** 0.664***
(0126)  (0120)  (0,110)  (0107)  (0100)  (0099)  (0,103)  (0,100)  (0103)  (0101)  (0,099)  (0,097)
"Type of management” Indexed funds -LA4TF* -1449%* -1.ABAY -1 464%* -1.448*** -1.462%** -1.446%* -1.466*** -1.445%* -1.413%* -1411*** -1.376%*
dummies (0043)  (0042)  (0,040)  (0040)  (0034)  (0034)  (0036)  (0,036)  (0041)  (0040)  (0042)  (0,040)
"Domicialiation” Foreign funds -0.297*** -0.275*** -0.295*** -0.273*** -0.275** -0.271** -0.280** -0.277** -0.212** -0.209*** -0.167*** -0.168"*
dummies (0041)  (0039)  (0039)  (0037)  (0037)  (0036)  (0,040)  (0,039)  (0044)  (0043)  (0044)  (0,044)
Log (net asset) -0.064*** -0.059*** -0.049%** -0.049%** -0.054*** -0.046%**
(0,007) (0,005) (0,005) (0,005) (0,006) (0,006)
Constant 1.719%*%  2,629*** 1.631*** 2.502*** 1.649** 2391** 1657** 2410** 1.647** 2503** 1.604*** 2.334**
(0116)  (0146)  (0,099)  (0127)  (0089)  (0120)  (0,091)  (0.116)  (0090)  (0130)  (0.085)  (0.124)
R squared 0,32 0,36 0,34 0,36 037 0,39 0,38 0,40 0,32 0,35 0,32 0,34
Nb obs 3019 3019 3543 3543 3835 3835 3784 3784 3540 3540 3432 3432
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000
*p<0.1, * p<0.05, *** p<0.01
Dependent variable : total expense ratio (TER, %)
BOND EUROPE funds, OLS per year
_ 2012 2013 2014 2015 2016 2017
“Type of clients” Institutionnal funds 0,000 0,000 -0.721** -0.719** 0,000 0,000 -0.728** -0.728** 0,000 0,000 -0.766** -0.767**
‘dummies _ 4} 0 ©0101) (0,102 0 0 (0084)  (0,086) 0 0 0092)  (0,093)
Reference category : Mixed funds 0.356*** 0.359*** -0.292*** -0.290*** 0.463*** 0.477** -0.244*** -0.244** 0.484** 0.483** -0.319** -0.319**
e IEme: (009)  (0102) (0104)  (0103)  (0090)  (0089)  (0.090) (0095  (0.088)  (0.086)  (0.106)  (0,108)
funds Retail funds 0.682*** 0.684*** 0,000 0,000 0.737*** 0.759** 0,000 0,000 0.764** 0.760*** 0,000 0,000
0092)  (0,099) 8} 8} (0082)  (0,085) 8} 8} (0,090)  (0,093) 8} 8}
"Type of management" Indexed funds 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000
dummies © © © © € € € € € € € €
"Domicialiation” Foreign funds 0.329*** 0.328*** 0.247** 0.242** 0.381** 0.363*** 0.325*** 0.325** 0.340** 0.344** 0.349** 0.348**
dummies (0087)  (0089) (0,102)  (0101)  (0094)  (0098)  (0.088)  (0,095) (0105  (0113)  (0114)  (0,130)
Log (net asset) 0,008 0,006 0,015 0,000 -0,003 0,001
(0,012) (0,014) (0,016) (0,014) (0,015) (0,019)
Constant 0.530**  0.413* 1.213** 1.121*** 0.369** 0,128 1.147** 1.148** 0.400*** 0439* 1.195** 1.184**
(0092)  (0227)  (0120)  (0260)  (0104)  (0269)  (0.097)  (0203)  (0111)  (0237)  (0.119)  (0.277)
R squared 0,24 0,25 0,22 0,23 0,24 0,24 0,23 0,23 0,23 0,23 0,23 0,23
Nb obs 78 78 81 81 91 91 92 92 88 88 69 69
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000
*p<0.1, = p<0.05, ** p<0.01
Dependent variable : total expense ratio (TER, %)
BOND WORLD funds, OLS per year
2012 2013 2014 2015 2016 2017
“Type of clients” Institutionnal funds -0.228*** -0.226*** -0.256*** -0.247*** -0.260*** -0.227*** -0.344** -0.290*** -0.369** -0.316*** -0.327*** -0.293**
dummies _ (0058)  (0058)  (0052)  (0053)  (0050) (0052)  (0051)  (0,050)  (0053)  (0052)  (0.048)  (0,049)
Reference category : Mixed funds 0.238*** 0.249*** 0.238*** 0.251*** 0.255** 0.283** 0.192*** 0.232** 0.162** 0.197*** 0.208** 0.226***
ey e (0059)  (0059)  (0051) (0052  (0050)  (0051)  (0,051)  (0,050)  (0052)  (0050)  (0,047)  (0,048)
funds. Retail funds 0.351***  0.349*** 0.374*** 0.368*** 0.388** 0.394*** 0.345** 0.356** 0.343** 0.346*** 0.403** 0.394**
(0068)  (0068)  (0062)  (0062)  (0059)  (0060)  (0060) (0,059  (0061)  (0060)  (0.057)  (0,057)
“Type of management" Indexed funds -0.661*** -0.645*** -0.738*** -0.726*** -0.818** -0.787*** -0.801*** -0.757*** -0.821** -0.772*** -0.898"** -0.841**
dummies (0065)  (0063)  (0,044)  (0044)  (0043)  (0042)  (0039)  (0038)  (0036)  (0037)  (0035)  (0,036)
"Domicialiation” Foreign funds 0.276*** 0.286*** 0.272*** 0.274*** 0.281** 0.280** 0.334*** 0.329** 0.360*** 0.350*** 0.348** 0.337**
dummies (0027)  (0027)  (0024)  (0024)  (0024)  (0024)  (0024)  (0023)  (0023)  (0023)  (0024)  (0,023)
Log (net asset) -0.024*** -0.024** -0.028** -0.035** -0.038** -0.033**
(0,005) (0,004) (0,005) (0,004) (0,004) (0,004)
Constant 0.740*** 1.133*** 0.759*** 1.151** 0.744** 1.191** 0.760*** 1.308** 0.768** 1.379** 0.731** 1.268**
(0053)  (0095)  (0,046)  (0081)  (0044)  (0088)  (0.046)  (0,080)  (0047)  (0083)  (0.041)  (0,080)
R squared 019 0,20 0,22 0,23 0,23 0,24 0,26 0,28 0,27 0,30 0,27 0,29
Nb obs 1962 1962 2492 2492 2747 2747 2850 2850 2774 2774 2722 2722
F-test p-val 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000 0,000

*p<0.1, ™ p<0.05, ** p<0.01
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