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Securi�es transac�ons: the importance of providing
informa�on about the possible reply procedures

When an event, such as the payment of a dividend in cash or in new shares,
a capital increase, or a public o�er, that requires the transmission of
instruc�ons from the shareholder interested in a securi�es transac�on
occurs in the life of a �nancial instrument, the account-keeping �rm must
ensure that the terms and condi�ons for responding to the transac�on, and
in par�cular the appropriate reply channel, are perfectly clear, as shown in
the case I will describe to you this month.

The facts

Mr P., who holds shares in company A, was informed by his account-keeping �rm of a
securi�es transac�on. He was also informed that he could not enter his instruc�ons online
on his account-keeper’s website, as was customary for other securi�es transac�ons.
According to his account keeper, he had only two op�ons: give instruc�ons by telephone or
by e-mail.

Since he wished to par�cipate in the mixed public o�er for the A shares he held, Mr P. chose
to keep a wri�en record by sending his instruc�ons by email, and did not receive any
no��ca�on of non-delivery or failure to deliver to the addressee.

https://www.amf-france.org/en
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However, at the end of the o�er, Mr P. found that his instruc�ons had not been carried out
and that his A shares had been removed from his por�olio in return for a �xed amount of
cash for each share held.

When he complained, his account-keeper told him that the email containing the securi�es
transac�on no�ce had been sent from a no-reply email address and that he should not have
replied to this address. This was actually speci�ed in the email.

However, Mr P. contended that this informa�on was not included in the said e-mail and that
the address was not displayed as such when the e-mail was received, which did not allow
him to iden�fy it as an e-mail sent with a no-reply email address.

Mr P. therefore challenged what he considered to be a lack of informa�on from his account-
keeper, which had resulted in a loss for him. He asked for compensa�on for this loss.

Mr P. then referred the ma�er to me.

Investigation

I ques�oned �rm X which informed me of its observa�ons on this case.

Firm X acknowledged that Mr P. had been ill-informed about how to respond to his
par�cipa�on in the securi�es transac�on. The procedure for collec�ng investors' decisions
di�ered from the usual procedure for securi�es transac�ons, and did not specify the
procedures for responding by e-mail, sta�ng simply: "Please send us your instruc�on:  By
email/By phone".

It should be remembered that a securi�es transac�on can cover a wide range of events that
may occur during the life of a �nancial instrument. While it can refer to "simple"
transac�ons related to the life of a security, such as the payment of a dividend or a coupon,
"complex" transac�ons, such as a capital increase or public o�ers (takeover, exchange,
mixed) require that shareholders express their choice. 

In this case, the mixed public o�er is a transac�on whereby an acquiring company o�ers to
buy the shares of a target company from its shareholders. It pays them partly in cash, as in
a takeover bid, and partly with its own shares as in an exchange o�er. 

This transac�on therefore requires the interven�on of the target company's shareholders,
who may choose to contribute their shares in exchange for a cash amount (shareholders
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exercise their right to withdraw their capital contribu�on), and/or to exchange them on the
basis of a prede�ned exchange ra�o of shares in the acquiring company (the shareholder
considers that the poten�al of the synergy generated by the acquisi�on of the target
company by the acquiring company is a future source of stock market performance).

Recommendation

A�er receiving these answers, I conducted a careful analysis of the case.

Regarding the securi�es transac�on no�ce that did not specify how to reply by email, the
account-keeper acknowledged that this was a mistake and explained to me that it therefore
intended to modify the content of the emails sent to its clients interested in securi�es
transac�ons by including the following statement: "Please send us your instruc�on: by
email (do not reply to this email). Go to your account area in the Manage my accounts >
Securi�es transac�ons > Replies to other securi�es transac�ons/By phone". I consider this
correc�ve measure to be sa�sfactory.

Regarding Mr P.'s claim for compensa�on, the company has asked me about the appropriate
procedure for rec�fying the disputed transac�on in this speci�c case.

I advised the company that it would be appropriate if the rec��ca�on led to complete
return to the status quo ante, in accordance with the ini�al instruc�ons given by Mr P. (the
company would bear the cost for any di�erence in price).

Mr. P. subsequently con�rmed to me that he had received X shares in the acquiring
company, as well as the payment of the balance in the amount of X, as provided for in the
securi�es transac�on and as per his ini�al instruc�ons.

Consequently, Mr P.'s pe��on received a favourable opinion.

Lessons to be learned

As illustrated in this case, a failure to receive instruc�ons from a shareholder leads to a
default choice (considera�on of a �xed amount of cash for each share held), which may not
sa�sfy the shareholder whose securi�es are subject to a securi�es transac�on.

While shareholders are of course responsible for monitoring the securi�es in their por�olio
and the securi�es transac�ons to which they are subject, it is the professional's duty to
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Legal informa�on: 
Head of publica�ons: The Execu�ve Director of AMF Communica�on Directorate. Contact:
Communica�on Directorate – Autorité des marches �nanciers 17 place de la Bourse – 75082 Paris
cedex 02

provide informa�on to ensure that the securi�es transac�on no�ce is dra�ed as clearly as
possible, and that it clearly states how the shareholder should reply to the no�ce.

Thus, this case highlights an important lesson for the professional:

Given that a securi�es transac�on requires the receipt of instruc�ons that are decisive for
the future of a shareholder's por�olio, par�cularly in the case of transmission by email, it
appears necessary for account-keepers to clearly specify to investors the channel through
which they can convey their instruc�ons or, more generally, inform them of the procedures
for transmi�ng instruc�ons that are accepted for this transac�on. 
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