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EDITORIAL

Investment fees: an important
matter

The AMF notes that financial investment fees continued
to decrease in 2020. However, the decrease is still
modest.

In the case of direct equity investments, investors
placing small orders have benefited from the cap on
PEA fees introduced in 2020 under the measures of the
PACTE Law.

For collective investments, on-going fees have been on
a downward trend for several years, particularly for
diversified funds and equity funds.

Is this continued decrease commensurate with the
challenges facing financial savings, including the need
to develop long-term investment in equities, European
competition on the fund market, and the development
of low-fee exchange-traded funds?

Fees are the fair remuneration for the services
provided. For investors, choosing a financial
intermediary or an investment product is an important
step: they can usefully compare fees while assessing
the quality of the service offered.

The transparency of this service, the timely delivery of
comprehensive information on fees, the clarity of this
information (which can be improved), but also its proper
use by investors, are all essential for protecting
savings.

The AMF will remain vigilant on all these issues in
2021. As part of its supervisory action, it will examine
this subject through an ESMA Common Supervisory
Action and then SPOT inspections that will focus on
fund fees. B

FOCUS

Rejuvenation of equity investors

Retail equity investors were younger in 2020 than
in 2018 and 2019.

Transaction reports submitted by investment services
providers established in France provide an indication of
the age of equity investors.

58 was the median age of equity investors in
2018 and 2019

The median age of investors who carried out at least
one buy transaction for shares in 2018 and 2019 was
58." 57% of them were 55 or older, while 12% were
under 35.

46 was the median age in 2020

Equity investors were much younger in 2020. Investors
who bought shares in 2020, for the first time since 1
January 2018, had a median age of just 46.

47% of these “new” investors in 2020 were 45 or
younger, while 34% were over 55. Many of those over
55 could be “dormant” investors who had returned to
investing in 2020.

" For each investor, the age used was their age on the date of
their first transaction.

Equity investor breakdown by age
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Source: Transaction reports, AMF, January 2021

Active Retail Investor Dashboard

This publication presents quarterly figures for retail
investors active on the stock market.

It is available from the AMF website under the
Household Savings Observatory section.
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Financial investment fees

Since 2011, the AMF Household Savings Observatory has monitored
the trends in fees applied to direct and collective investments in

equities.

Direct equity investment fees

We are interested here in the fees charged for orders
placed via the internet, which is the most commonly used
channel for stock market orders today."

Banks: lower brokerage fees for PEAs

The cap on PEA (equity savings plan) transaction fees,
which came into force on 1 July 2020, has led most
banks to lower the cost of stock market orders from
PEAs.? These fees have fallen considerably for small
orders (-40%). The average cost of orders placed from a
securities account has not changed.

Average fees charged by banks for online
brokerage (PEAS)

01/08/2019 01/01/2021

€1,000 order 0.80% €5 10.49%
Online order on
Euronext Paris €5,000 order 0.54% €24 |0.49%
€10,000 order| 0.51% €48 |0.48%

Source : AMF. Rates of nine banks applicable at 01/01/2021

Today, in a traditional bank, it is generally less expensive
to place orders from a PEA than from a securities
account.

Banks: increase in custody fees

The average cost of custody fees has increased since
2019. For small portfolios, this increase has been higher
for securities accounts (+10%) than for PEAs (+4%). For
example, for a €10,000 portfolio spread over 10 lines, the
average annual fee for a securities account is now 0.73%
of the amount invested (0.67% in 2019).

Average custody fees charged by banks (PEAs)

01/08/2019  01/01/2021

€10,000 5 investments 0.48% €50 | 0.50%
portfolio 110 investments | 0.66% €69 | 0.69%
€60,000 5 investments 0.24% €181 | 0.30%
portfolio |10 jnvestments | 0.27% | €199 | 0.33%

Source: AMF, for a portfolio of equities listed on Euronext
Paris. Calculations based on the rates of nine banks
applicable at 01/01/2021

'63% of PEA and securities account holders place their orders
via the internet. Source: “AMFE Retail Investors Motivations and
Practices Survey”, CSA study for the AMF, December 2020.

2 The cost of an order placed from a PEA must not exceed
0.50% of its amount for paperless orders (1.20% for paper-
based orders).

Order transaction fees are not the only criterion
for choosing an intermediary

Some investment services providers are offering to
place stock market orders with very low or almost zero
fees. In this case, the cost of a transaction may be
based on the margin between a security’s buy and sell
price or on the conditions under which the order is
placed (speed, favourable price, etc.). The choice of
execution venue made by an intermediary has an
impact on the prices at which orders are executed. In
other words, even when brokerage fees are low, order
execution can be expensive. B

Online brokers: fees two to three times
lower

Fees for orders placed online with specialised
intermediaries, which are the same for securities
accounts and PEAs, remain appreciably lower than
those of traditional banks. For an order to buy or sell
shares worth €5,000, the average fee is €10.20, i.e.
0.20% of the order amount on average. This cost
varies from one intermediary to another, ranging from
0.09% to 0.33%.

Average brokerage fees charged by online
specialists (PEAS)

01/01/2021
€1,000 order €3.1 0.31%
Online order on | 5,000 order | €10.2 | 0.20%
€10,000 order | €165 | 0.17%
e e R

Source: AMF. Calculations based on the rates of seven
online specialists applicable as at 01/01/2021

The intermediaries do not charge any custody fees.

Simulation: what is the impact of fees ?

On the basis of the average costs observed for PEAs
on 1st January 2021 among high street banks, the
total stock market fees for an investor placing twelve
€5,000 orders a year online and holding a portfolio of
€60,000 divided between 10 investments, represent
0.82% of the amount of their portfolio (€492).

Among the specialists in online investments, the
average total cost amounts to 0.20% of the amount of

the same portfolio (€100). H
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Collective investment fees

In addition to any entry fees, investors in CIUs (collective
investment undertakings) are charged ongoing operating
and management fees annually. These fees differ from
one category of fund to another.

A further decrease in fees in 2019

The downward trend in annual fund fees continued in
2019. On-going fees for all French ClUs open to the
publ|c stood at 1.26% overall in 2019, down from 1.35%
in 2018."

Average on-going fees for the 2,605 equity funds, all
categories combined, were 1.55% in 2019 (1.57% in
2018, 1.66% in 2017, 1.70% in 2016, and 1.74% in
2015).

The average fees for the 870 diversified funds identified
were 1.53% in 2019 (1.61% in 2018, 1.70% in 2017,
1.80% in 2016, and 1.85% in 2015).

Ongoing fees in 2019 for a selection of CIU
categories

Six Financial Information Average
categories fee (%)

US equities 1.29
Asia/Pacific equities 1.61
European equities 1.53
International equities 1.71
Theme and sector equities 1.57
Euro area diversified 1.31
European diversified 1.36
International diversified 1.63
Target-date funds 1.28
Euro-denominated convertible 1.01
European convertible bonds 0.94
International convertible bonds 1.45
Euro-denominated bonds 0.61
High-yield bonds 0.88
International bonds 0.93
Absolute performance — multi- 1.11
Absolute performance — 1.71
directional strategy

Euro cash 0.13

Source : Six Financial Information, December 2020

" Source: Six Financial Information, a fund analysis and
measurement agency, has tracked the TERs of public
French funds (about 6,000 funds). Fee averages are
calculated without weighting for fund size.

Active and passive management

In 2019, the 92 equity ETFs charged an average fee
of 0.36% and the 77 funds classified as "index-based"
0.95%.

The average total annual fee charged by equity funds,
excluding "index" funds and ETFs, was 1.97% for 378
European equity funds and 1.83% for 178 French
equity funds). ™

A 25% decrease in fees for equity and
diversified funds over 10 years

A 25% decrease in fees for equity and diversified funds
over 10 years

Between 2010 and 2019, on-going fees decreased for
the main fund categories. This decrease has
accelerated over the last two years.

For French equity funds, over 10 years, on-going fees
have fallen from 2.3% to 1.7%. In the diversified fund
category, average on-going fees fell from 2.1% to
1.55%.

Trend in average ongoing fees of French ClUs
from 2010 to 2019, as a %
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Source : Six Financial Information, AMF categories,
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Fees are lower for employee savings
schemes

The fees for multi-company funds offered as part of
employee savings schemes have also decreased from
year to year and remain lower on average than those
of funds open to the public.

Average on-going fees for the 178 diversified
employee savings funds surveyed were 1.31% in
2019, compared with 1.55% for diversified funds open
to the public.

Furthermore, average fees for the 145 “European
Equities” employee savings funds were 1.46%,
compared with 1.55% the year before.
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NEWS

Update on household savings

According to the Banque de France, the financial
savings surplus, in addition to a normal year’s savings,
was around €130 billion in 2020. At the end of Q3 2020,
the household financial savings rate (financial
investments alone) was 10.4% of households’ gross
disposable income, compared with 5.4% in 2019.

The monthly household confidence survey in January
2021 confirms the surge in savings among French
households. In January, the percentage of households
that felt it was appropriate to save rose sharply, to a
level very close to its all-time high. Households’ balance
of opinion on their current savings capacity remains well
above its long-term average.

Source: Household Savings, Banque de France, February
2021, Insee, monthly household survey, January 2021

The PER’s reputation is improving, but its
characteristics are still unfamiliar

For 32% of pre-retirees, the Retirement Savings Plan
(PER) is the “best savings product” to prepare for their
retirement. Life insurance (28%), which was considered
to be the best product in 2020, is now in second place,
ahead of the Livret A passbook (12%).

Almost half of French people say they are familiar with
the PER, which has been available since 1 October
2019, although only 11% say they know it fairly well. For
55% of those who said that they were at least “vaguely”
aware of it, the PER is fiscally attractive. Of these
“connoisseurs”, 40% consider it to be a “flexible” product.

One French person in six says they have already been
offered a PER subscription, most often by their bank.
These people say that the main advantage for them is
being able to withdraw the capital from their savings
early, before retirement age (29% of them). Other
important advantages are the ability to pass on savings
in the event of death (24%) and the option of choosing
between a lump sum payment and an annuity on exit
(21%).

Source: IPSOS for Le Cercle des Epargnants, a representative
sample of 1,000 French people aged 18 and over, 76% of
whom have not yet retired, surveyed between 15 and 22
January 2021, February 2021
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overview of topics.

(Re)awakening of individual shareholders

In a survey for the F2IC in November 2020, 16% of
individual shareholders said that they started investing
in 2019 or 2020. And 5% of individual shareholders
returned to investing in 2020 after being inactive since
2018.

These new shareholders are younger (43 years old on
average compared with 55 for former investors) and
more of them are women (54% women, 36% men).

66% of individual shareholders consult stock market
prices at least once a week, and 45% review their
portfolio at least once a month. In 2020, 79% of
individual shareholders declare themselves to be either
independent (55%) or autonomous (24%) in terms of
managing their portfolio. This is an increase of 8% in
two years. Nearly eight out of 10 investors use the
internet as their primary source of information about
prices or to place stock market orders.

Source: Retail Investors Observatory 2020, OpinionWay for
the F2IC (Federation of Individual Investors and Investment
Clubs). Representative sample of 1049 retail investors
surveyed online in November 2020, February 2021

Inflows to collective real estate investments
continued in 2020

Real estate investment companies (SCPIs) and real
estate collective investment undertakings (OPCls)
available to the general public saw net inflows of €8
billion in 2020 (investments less disinvestments), a
figure down 30% on 2019, which was a record year, but
10% higher than in 2018.

At the end of 2020, the capitalisation of SCPIs reached
€71 billion, up 9% year-on-year. The capitalisation of
OPCls increased to €20 billion (+7.5% year-on-year).
Source: SCPI and OPCI Review 2020, Association frangaise

des Sociétés de Placement Immobilier (ASPIM), February
2021

Increase in the number of retail investors

In January 2021, the AMF published a dashboard of
retail investors active on the stock market.

Between 2018 and 2020, 2.7 million retail investors
carried out transactions in financial instruments,
including 2.4 million in equities and 300,000 in ETFs.

An increase in the number of retail investors was noted
in Q4 2019 (Francgaise des Jeux IPO) and again in
2020, the first year of the health crisis.

The first edition of the Active Retail Investor Dashboard
is available from the AMF website under the Household
Savings Observatory section.
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