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1. Economic and Financial Background

	Table 1: Key Economic and Financial Indicators

	
	2005
	2006

	Population (million)

GDP (EUR billion)

Real GDP growth (%)

Inflation rate (%) 

Unemployment rate (%)

Stock market capitalisation (EUR billion)

Stock market capitalisation (% of GDP)

Bond market capitalisation (EUR billion)

Bond market capitalisation (% of GDP)

Household gross savings ratio (%)

Household financial wealth (EUR billion)

Average per capita financial wealth (thousand EUR)
	62.8

1,708

1.5

1.7

9.8

1,491

87
1,208 

71
15.0

3,113

49.6
	63.2

1,780
2.2

1.9

9.6*

1,842

103

1,185

67

15.1

3,380*

52.4


*Estimates

Source: National accounts, INSEE

2. Data on Funds and Key Trends in Flows and Assets under Management 

a) Key trend in Global Market

At the end of 2006, nearly 500 asset management companies and investment companies – either subsidiaries of banking, insurance or asset management groups (around 200 companies) or entrepreneurial "boutiques" (around 300 companies) - represent some €2,650 billion of assets under management, both for collective and discretionary individual portfolio managements.

Five French firms rank among the world's top 25 asset management companies. Together they manage in excess of €2,500 billion, 40% of which through their foreign subsidiaries (chiefly in the USA and the UK).
The French market is also characterized by a huge network of entrepreneurial asset management firms, specialized among other skills in wealth management, alternative management, multi-management and private equity. In recent years, the most dynamic of these firms have grown their AUM and income by more than 30%. Evidence of this proactive drive can be seen in the fact that more than 60 new entrepreneurial asset managers have opened for business in France in the past three years – and the trend looks set to continue.
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The French asset management industry has risen at a rate of 14% in 2006 and reached at the end of the year 2,650 billion in assets under management, of which 1,650 were handled through investment funds (1,813 at end June 2007). 

	Table 2: Net Assets by the Fund Industry in France

(EUR billion)

	
	2003
	2004
	2005
	2006
	June 2007

	Home-domiciled UCITS

Home-domiciled non-UCITS

Funds domiciled abroad and promoted by national providers
	909.3

97.0

62.2
	1,006.5

100.2

79.5
	1,155.1

116.1

117.8
	1,343.4

148.4

161.4
	1,473.0

164.5

175.5

	Total AuM
	1,068.5
	1,186.2
	1,389.0
	1,653.2
	1,813


Source: AMF
With a market share close to 22%, after adjusting the figures for Luxembourg and Irish funds assets, France is the European leader in financial management of investment funds (wherever these funds are domiciled in the EU) and ranks second worldwide, after the US. Net assets of French domiciled investment funds grew by 221 billion euros in 2006, and reached EUR 1,492 billion (1,637 at end June 2007). With regard to the domiciliation of UCITS, France is number two in Europe. 
b) UCITS Market

	Table 3: UCITS* Assets by Fund Type 

(EUR billion)

	
	2003
	2004
	2005
	2006
	June 2007

	Equity

Bond

Balanced

Money market

Fund-of-hedge funds
	213.6

163.6

203.6

328.5

-
	240.9

187.3

215.8

351.7

10.9
	317.5

181.0

250.9

389.5

16.2
	401.8

190.6

295.2

429.2

26.5
	438.1

198.7

322.3

476.8

37.1

	Total

of which

· Guaranteed

· ETFs
	909.3

58.4

9.0
	1,006.5

67.1

14.0
	1,155.1

61.1

25.3
	1,343.4

69.5

48.0
	1,473.0

75.8

60.0


* The following statistics do not distinguish between funds compliant with the UCITS directive and other funds such as feeder funds, ARIA funds (including funds of hedge funds) and "contractual" funds 
Source: AMF 

Assets under management reached EUR 1,343 billion in 2006, an increase of EUR 188 billion, a growth rate of 16.3% year-on-year. Equity-oriented funds - equity, balanced and funds of hedge funds – grew by 25% on the back of positive market conditions and robust investor demand. Bond funds assets grew by 5.3% to nearly €191 billion. Money market funds continued to benefit from strong demand. Net assets increased 10.2% to around €40 billion.

In the first semester 2007, the outstanding amount of UCITS grew at a pace of 9.6 % (+ 130 billion euros), and reached consequently 1,473billion euros; with growth rates for equity, balanced and alternative fund of funds of, respectively, 9%, 9% and 40%.
This strengthening level of annual growth reflected overall positive inflows (explaining around 55% of AUM increase), showing investor’s confidence in asset management in France, but also results from strong stock markets orientation.

	
Table 4: Net Sales of UCITS* by Fund Type

(EUR million)

	
	2003
	2004
	2005
	2006
	    At June 07

	Equity

Bond

Balanced

Money market

Fund-of-hedge funds
	19,800

9,800

8,400

17,600

n.a.
	20,800

17,300

0,100

16,700

n.a.
	28,300

-14,500**

10,700

29,700

4,600
	37,900

7,700

22,600

29,800

7,500
	5,100

7,900

14,300

40,300

8,500

	Total

of which

· Guaranteed

· ETFs
	55,700

9,600

na
	54,900

4,500

na
	58,800

600

na
	105,500

5,100

na
	76,100

4,000

na


* Idem supra

** Actually plus Euro 17 billion without taking into account the withdrawal, as part of the launch of the Banque Postale, of a fund worth Euro 32 billion.

Source: National accounts and AFG estimates

The rise in assets is due mainly to a net increase in fund inflows: EUR +106 billion in 2006, against 59 billion for the previous year. Like in 2005, the main beneficiaries of this new money were equity oriented funds, which attracted an estimated €63 billion. Equity funds staged a dynamic performance (up €33 billion excluding guaranteed funds) and balanced funds also saw strong demand, with €23 billion in net inflows compared with €11 billion in 2005. This was probably due to two factors: transfers from euro-denominated life insurance investments to unit-linked contracts thanks to the "Fourgous amendment" (enabling such transfers without tax penalty) and the growing importance of funds of hedge funds, which registered inflows of €7.5 billion and a 63%-plus rise in net assets. 

Investors also took a renewed interest in structured funds, which had attracted weak inflows in 2005. Money market funds, which attract nearly 30% of total net inflows, were very much in demand from corporates and institutions as a cash investment vehicle, notwithstanding new regulations on interest-bearing current accounts.

In the first half of 2007, net inflows have reached 76 billion euros, from which 40 billion euros for money market funds, 14.3 for balanced funds; alternative funds of funds collecting more than 8 billion euros. Although the first quarter of the year was largely positive for equity funds (including formula-based funds), cumulated inflows for the whole period were close to 6 billion euros. In observing the trends one can notice an acceleration of the level of collection for almost all the categories of UCITS.
c) Other Nationally Regulated Funds
	Table 5: Assets of Other Nationally Regulated Funds

(EUR billion)

	
	2003
	2004
	2005
	2006
	June 2007

	SCPI 1

FCC 2
FCIMT 3
FCPR, FCPI & FIP 4
FCPE 5
	10.3

18.0

0.97

10.8

56.9
	11.5

18.7

0.73

12.5

56.8
	13.5

19.5

0.53

18.0

69.1
	17.0

26.5

0.5

22.0

82.4
	17.5
27.0
0.6
23.9
95.5

	Total
	97.0
	100.2
	120.6
	148.4
	164.5


1 Real estate investment companies 

2 Securitisation funds 

3 Specific hedge funds invested in derivatives

4 Private Equity and Venture capital funds

5 Employee savings funds 
Source: AMF

The net asset value of this category, mainly composed of employee savings funds (FCPEs), private equity and venture capital (FCPRs), derivative (FCIMT), property (SCPI) and securitization funds (FCC) is near EUR 150 billion. We estimate that AUM in employeee savings schemes increased by more than 20% for the full year 2006, from €69 billion to €82 billion, including nearly €1 billion invested in corporate pension schemes (PERCOs). This trend is likely to continue owing to the enactment of a bill to promote profit-sharing and employee stock ownership. Venture capital products (FCPR, FCPI, FIP) continued to grow strongly, building on 2004's momentum. AUM now exceed  €20 billion.

d) Trends in the Number of Funds:

	Table 7: Number of Funds

	
	2002
	2003
	2004
	2005
	2006

	Home-domiciled UCITS

· Funds units

· Classes

Home-domiciled non-UCITS

Foreign funds registered for sales
	7,773

-

4,210

3,084
	7,902

-

4,026

3,052
	7,908

8,751

3,941

3,139
	7,758

8,779

3,576

3,180
	8,092

9,431

3,478

3,245

	Fund launches (UCITS)
Fund liquidations

Fund mergers
	853

-

312
	725

-

274
	702

833

170
	816

854

150
	910

883
135

	Average fund size* (EUR million)

· Equity

· Bond

· Balanced

· Money market

· Guaranteed

· Fund of hedge funds


	68.6

120.1

59.3

544.7

56.7

-
	84.3

134.1

67.0

603.4

64.8

-
	102.5

149.2

71.3

669.0

72.0

79.4


	137.0

126.1

87.2

778.2

79.4

89.7


	159.8

166.1

98.8

940.7

88.8

96.3




*Excluding feeders
Source: AMF and AFG estimates

3.
French Household Savings, Asset Allocation and Investment Ownership 


a)
Abundant Inflows of Savings and Financial Resources
Savings - the potential ‘raw material’ of the asset management industry – are readily available and have been maintained at high levels during the last ten years in France. 
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The breakdown of overall household savings rate shows, however, a relative decline of financial savings rate since 2002, whereas non-financial savings rate is soaring. This switch is however to be interpreted cautiously if one observes, beyond the financial savings rate, the pace of households’ real financial inflows in France. 
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Indeed, a relatively new analysis tool issued from a mixture of national and financial accounts, the households’ financial table, is now available at the European level to get a more in-depth picture of the households financing resources and their use. Close to 12%, the rate of financial inflows, including not only gross savings but also the impact of credit and other factors contributing to complete the resources of households, reflects more faithfully the acquisition of financial assets. 

[image: image4.emf]In % of gross disposable income 1998 1999 2000 2001 2002 2003 2004 2005

Ressources

Gross Saving

15,3 15,1 14,9 15,6 16,7 15,6 15,6 14,7

Net flows of loans 2,4 3,5 3,1 3,4 3,2 3,4 4,2 6,1

Transfers and Adjustments -1,6 2,2 -2,3 0,7 1,2 -0,8 -0,2 3,0

Total ressources

16,2 20,7 15,7 19,7 21,1 18,3 19,5 23,8

Uses

Gross Capital Formation* 7,8 8,3 7,9 8,1 7,9 8,6 9,1 9,4

Flow of financial assets 8,4 12,4 7,8 11,6 13,1 9,6 10,4 14,5

Total uses

16,2 20,7 15,7 19,7 21,1 18,3 19,5 23,8

Gross disposable income (EUR bn) 865 893 944 993 1,039 1,067 1,111 1,145

*Physical investments (i.e real estate…)

Source: National accounts

France: Households financing tables



b) 
Investment Funds (IF) make up one-fifth of Household Financial Assets
The relatively high level of financial assets ownership has become even more important as it is combined with a steady securitization in the financing of the economy, reflected by a progressive re-allocation of assets in households’ portfolios towards more long term and risky assets, such as share-oriented vehicles. Thus, household investment in banking deposits and cash products is continuing to decline slowly, down from 45% of total household wealth in the beginning of the nineties to one third in 2006.

[image: image5.emf]Euro billion 1998 1999 2000 2001 2002 2003 2004 2005 3Q 2006

Currency and deposits 

41% 37% 36% 37% 38% 37% 36% 34% 32%

  - Currencies and deposits (of which current accounts)

11% 11% 11% 11% 11% 11% 10% 10% 10%

  - Sight deposits

14% 12% 12% 13% 14% 14% 14% 13% 13%

         - of which "Livret A" *

6% 5% 4% 5% 5% 5% 4% 4% 4%

  - Term deposits 

2% 2% 2% 2% 2% 1% 1% 1% 1%

  - Contractual savings accounts: 

13% 12% 11% 11% 11% 11% 10% 9% 8%

         - of which home savings accounts (PEL)

9% 9% 8% 9% 9% 9% 9% 8% 7%

Securities 

31% 35% 35% 31% 29% 30% 29% 31% 32%

  - Fixed income securities (bonds and similar paper) 3% 3% 3% 3% 3% 2% 2% 2% 1%

  - Shares ans other equtiy (excluded PEA**) 15% 19% 18% 15% 14% 16% 16% 18% 20%

        - of which listed shares

3% 4% 3% 3% 2% 2% 2% 3% 3%

        - of which unlisted shares

9% 13% 12% 9% 9% 10% 11% 12% 13%

        - of which other equity 

2% 3% 3% 3% 3% 3% 3% 4% 4%

  - UCITS's shares (exluded PEA**) 10% 9% 9% 9% 9% 9% 8% 8% 7%

         - of which short term UCITS

2% 1% 1% 2% 2% 1% 1% 1% 1%

         - of which long term UCITS 

8% 8% 8% 8% 7% 7% 7% 7% 6%

  - PEA** 3% 4% 4% 4% 3% 3% 3% 4% 4%

         - directly held in shares

1% 2% 2% 2% 1% 1% 1% 1% 2%

         - via UCITS (equity, balanced, guaranteed)

2% 2% 2% 2% 2% 2% 2% 2% 2%

Life insurance reserves 

28% 28% 30% 32% 33% 34% 35% 35% 36%

Overall financial assets 

100% 100% 100% 100% 100% 100% 100% 100% 100%

Overall financial assets (EUR billion)  1,940 2,213 2,307 2,276 2,294 2,458 2,614 2,899 3,100

* Tax free deposit account

** Equity Savings Plan (Plan d'Epargne en Actions)

Source

: National accounts and AFG estimates.

French households financial assets 


Shares in investment funds (IF), both directly and indirectly owned, now represent one-fifth of the financial assets of households (included unlisted shares), whereas directly held listed securities (shares, bonds, etc.) accounted for less than 10% at the end of September 2006, confirming the trend observed in other developed market countries. 
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1. Investment funds shares 18,2% 19,4% 20,8% 21,4% 19,8% 20,2% 19,9% 20,3% 20,4%

    - Short term UCITS 1,6% 1,4% 1,2% 1,5% 1,5% 1,4% 1,2% 1,0% 1,0%

    - Long term UCITS  8,4% 8,1% 7,9% 7,9% 7,2% 7,2% 6,6% 6,6% 6,2%

    - UCITS

 via

 PEA* (equity, balanced, guaranteed) 1,6% 2,1% 2,4% 2,3% 2,0% 2,1% 2,1% 2,2% 2,2%

    - Investment funds 

via

 life insurance policies 6,6% 7,8% 9,3% 9,7% 9,1% 9,5% 9,9% 10,5% 11,1%

2. Directly held securities  19,5% 23,1% 23,0% 19,5% 18,3% 19,0% 19,0% 21,2% 22,7%

  - Fixed income securities (bonds and similar paper) 3,4% 2,6% 3,1% 3,3% 2,8% 2,1% 1,8% 1,5% 1,5%

  - Shares ans other equtiy (excluded PEA*) 14,8% 18,8% 18,1% 14,6% 14,4% 15,6% 15,9% 18,3% 19,7%

   - Shares via PEA*  1,3% 1,8% 1,9% 1,6% 1,1% 1,3% 1,3% 1,4% 1,5%

3. Total securities (1+2) 37,7% 42,5% 43,8% 40,9% 38,1% 39,2% 38,9% 41,6% 43,2%

4. Other

62,3% 57,5% 56,2% 59,1% 61,9% 60,8% 61,1% 58,4% 56,8%

  - Euro-denominated life insurance 21,6% 20,3% 20,5% 22,4% 24,2% 24,2% 25,1% 24,6% 24,5%

   - Currency and all kinds of deposits 40,7% 37,2% 35,7% 36,7% 37,7% 36,6% 36,0% 33,8% 32,3%

Overall financial assets  100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%

Overall financial assets (EUR billion)  1,940 2,213 2,307 2,276 2,294 2,458 2,614 2,899 3,100

Non financial assets 2,526 2,796 3,021 3,382 3,788 4,346 5,109 5,906 6,438

Total gross wealth 4,615 5,179 5,501 5,838 6,287 7,012 7,910 9,009 9,758

Total net wealth 4,030 4,555 4,829 5,120 5,560 6,225 7,069 8,067 8,782

* Equity Savings Plan (Plan d'Epargne en Actions)

Source

: National accounts and AFG estimates.

Relative weight of investment funds and directly held securities in French households financial assets 



c)  “Instividuals” are the Principal Holders of Investment Funds on the French 
Market

In 2006, households owned, either directly or indirectly, close to 63% of the net assets of investment funds (IF) in France. Ownership of shares in IF, irrespective of the type of owner, was relatively stable the last seven years. “Instividual” -- a term that encompasses assets held by institutional investors on behalf of households (e.g. unit-linked insurance products)  -- are becoming increasingly important. 

[image: image7.emf]Sub-total

Money-Market Bond Equity Balanced Guaranteed Other France

Households 7,2% 15,4% 26,4% 11,0% 48,9% 5,8% 14,0% 5,8% 13,3%

Corporations 31,8% 7,7% 3,7% 7,1% 2,5% 8,9% 14,4% 3,3% 13,5%

Gov. and local Adm. 2,8% 3,7% 1,0% 1,8% 0,2% 4,9% 2,6% 0,5% 2,4%

Associations 6,6% 2,7% 2,4% 3,5% 3,6% 1,6% 3,9% 0,4% 3,7%

Credit institutions 4,6% 5,9% 3,0% 9,0% 0,7% 4,4% 5,2% 12,1% 5,8%

Insurance companies 15,0% 27,8% 40,4% 49,5% 42,5% 42,3% 33,3% 16,3% 32,0%

Investment funds 26,6% 19,8% 20,5% 12,2% 0,4% 13,3% 18,6% 51,2% 21,1%

Non résidents 5,3% 17,0% 2,6% 6,0% 1,3% 18,8% 8,0% 10,3% 8,2%

All catégories 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%

(Sample représentative of 86,5%, with total net asset of EUR 1,308 billion at the end september 2006)

Foreign IF Total

Who holds investment funds in France

French domiciled investment funds (IF)


Source: National accounts
4.
Regulatory and Self Regulatory Developments (including Tax)
a)
Capital Requirements Directive implementation:
The CRD was implemented in France through the AMF’s General Regulation. The rules are applicable to fund/asset managers. 
Rules regarding the calculation of the minimum capital requirement are the ones provided by the Directive, including the expenditure based requirement. It should be noted that the initial capital requirement at the time of the authorization is calculated on the basis of the forecast data. For subsequent years, the amount of the general expenses and the total value of portfolio assets used to determine the capital requirement are calculated on the basis of the most recent portfolio management company’s documents of the following kinds: financial statements for the preceding financial year, interim statement of financial position certified by the statutory auditor or the data sheet referred to in the AMF’s General Regulation.
b)  
Markets in Financial Instruments Directive (MiFID) implementation: 

The Ordinance implementing the so-called MiFID Level 1 (i.e. the ‘essential principles of MiFID) was adopted in April 2007, following a consultation of the industry on the pre-draft implementing law by the French Ministry of Finance.
The implementation of the Level 2 (i.e. the ‘technical details’ of MIFID), mainly through the amendment of the AMF’s General Regulation, was officially carried out in May 2007. Beforehand, AMF consulted the industry on hot topics (such as best execution) and on unofficial and partial drafts of its future regulation.
At Level 3, AMF is participating in the work of CESR.
c)
Pensions: 
Ordinance 2006-344 of 23 March 2006 on additional professional pension benefits, implementing Directive 2003/41/EC of 3 June 2003 on the activities and supervision of institutions for occupational retirement provision, has been ratified by law 2006-1770 of 30 December 2006 for developing financial participation and employee stock ownership plans. Two decrees (2006-344 of 23 March 2006 and 2006-740 of 27 June 2006) have completed the implementation of the Directive into French law. With this legislation, an administrator of institutions for occupational provision (AIORP, or AIRP standing for “Administrateur d’Institutions de Retraite Professionnelle”) will be eligible for a passport delivered by the Credit Institutions and Investment Firms Committee (CECEI) to offer DC retirement schemes within the European Union.

In addition, according to the Law of 30 December 2006, all firms offering to their employees a five years company savings plan (PEE – Plan d’Epargne d’Entreprise) will have, within 5 years, to negotiate with the trade unions on the opportunity to put in place –or not- a collective defined contribution retirement scheme, such as a PERE - an insurance product (standing for “Plan d’Epargne Retraite en Entreprise”) - or a PERCO (standing for “Plan d’Epargne pour la Retraite Collectif”).
Although we are still asking for more favourable measures, PERCO (similar to the 401(k) or the EFFAS retirement schemes based on investment funds) is now developing very rapidly. AUM represented € 329 million at the end of 2005, € 761 million at the end of 2006 and € 1, 211 billion at the end of June 2007.
d)  
Other Regulatory Developments: 
In 2006, several reforms happened in the following fields:
· UCITS:
The implementing Decree of the Directive on eligible assets (clarifying the scope of 85/611/EC Directive) was adopted in August 2007.

The law applicable to harmonised and non harmonised funds is now more flexible providing, in particular, the possibility to include deposits among eligible assets.  The regulator has also extended the possibility to create share classes by allowing shares with risk coverage.
· Real Estate Funds:
During the year AFG, together with the French Treasury and AMF, worked on the draft implementing texts of decree on open-ended real estate funds, called OPCI (standing for ‘Organisme de Placement Collectif Immobilier’). Following the publication of the decree in May 2007, the AMF General Regulation was amended accordingly in May 2007. The first OPCIs have been launched during the summer of 2007.
· Compliance and internal control:
The AMF’s General Regulation was amended in September 2006 to create a function of compliance and internal control called RCCI (Responsable de la Conformité et Contrôle Interne). After a short examination, the RCCI gets a ‘licence’ delivered by AMF.. Each year, the RCCI produces an activity report.


In 2006, AFG published for its members a FAQ to give them the information 
necessary on the organisation of the compliance function, its permanent and periodic 
control.
e)
Tax rules:

Except for specific positive provisions on venture capital funds (FCPR and FCPI), there were no provisions concerning UCITS in the 2006 and 2007 Tax Law.

AFG has made several proposals to the new French Government, which would increase, if adopted, French households investments in equities.
5. &  6.  Investment Management Governance
AFG still strongly encourages its members to exercise their voting rights.

AFG drafted a document available on its website in April 2006 in order to help its members to elaborate their voting policy on the exercise of voting rights as shareholders of listed companies. 
AFG is regularly updating its “Corporate Governance Code” (“Hellebuyck Code”), since their first publication in 1998. The two last updates were made in April 2006 and February 2007, and are available in English.
A very important success was the adoption in 2006 of a law repealing the rule following which the shares  were blocked before the General Meeting and implementing the ‘record date’ system. This measure, for which we had been fighting for years, will greatly facilitate the vote of French and non-French shareholders. 
7.  Product Development and Level Playing Field Issues

a)
Real Estate Funds
Semi open-ended funds (SCPIs, which are corporate companies) have been existing for a long time in France. The first open-ended funds, called OPCI, have been launched during summer 2007. The Ordinance creating the OPCI regime was adopted in 2005 and completed by the decree setting up the OPCI regime, adopted at the end of 2006. But to be operational, the decree needed to be implemented at regulatory level via some provisions in the AMF’s General Regulation adopted in May 2007.

Regarding SCPIs, the rules applicable are the following ones:

· SCPIs can only invest in buildings (there are not authorised to invest in lands);

· their assets can be evaluated every month through a secondary market where the asset management companies are matching the offers to buy with the offer to sell.

Regarding OPCIs:


- they must invest at least 60% of their assets in real property (buildings or 
   lands);


- they can have up to 30% in securities;


- they must keep at least 10% in liquid assets.

b) 
Funds of Hedge Funds

Regulated French funds of hedge funds have existed in France since 2004.

There are some specific risk spreading rules and specific criteria applicable to the underlying assets for their eligibility. 
The minimum threshold to invest in Regulated Funds of Hedge Funds is 10.000 €.

Article 411- 34 of the General Regulation sets up 13 criteria that French hedge funds must comply with to be eligible for investments.
The funds of hedge funds’ growth is now very strong (10, 9 billion € assets under management in 2004; 16, 2 billion € assets under management in 2005; 26, 5 billion € assets under management in 2006 and 37, 1 billion € assets under management at the end of June 2007.
c)
Private Placement

In France, we have a qualified investor regime. Qualified investors are defined by the law relating to public offerings. The provisions enumerate of list of entities and natural persons, who need to comply with specific criteria to be considered as qualified investors.
The implementation of the MiFID will not change the actual regime of qualified investors for private placement at this stage.
d)
Structured Products
With the implementation of the MIFID, banking structured products will have to comply with the general principles of investor information. But currently there is no document similar to the simplified prospectus required for structured products. As a result, the distribution of structured products is sometimes easier than the distribution of UCITS. According to the French legislation, structured EMTN are debt instruments. So it is easier for institutional investors to buy these products since they do not have specific ratio.

8. Other Major Issues and Developments

a) Fund Standards and Distribution

*
Standards (fund classification, fund processing, risk disclosure, etc.)

Work on standardisation is still on-going, especially to elaborate models of distribution agreements. A very specific project has been launched on the constitution of UCITS funds database (‘référentiel OPCVM’) that would be used by all professionals.

*
Distribution (distribution of foreign funds, financial advice, disclosure of fees, etc.)

In 2005, the Minister of Economy mandated Mr. Delmas-Marsalet to draft a report on distribution of financial instruments in France. In November 2005, Delmas-Marsalet submitted his conclusions to the authorities and the industry after having largely consulted the professionals.

The report anticipating the implementation of the MiFID is articulated around the following principles: level and type of information to deliver to the client (information on the products themselves and assessment by the professionals of the client’s knowledge); disclosure of direct and indirect fees and costs; training and skills of the distributors; rules of conduct for the professionals (main elements of the agreement to be signed between the fund producer and the distributor as well as their respective responsibilities).
b) Other Activities of the Association

• Educational seminars & training courses

For the 7th consecutive year, AFG is running a one year long training programme for asset managers, the PRAM (Programme Asset Management), which proves its success by the growing number of participants. Speakers are mainly professionals from the asset management industry. For PRAM, AFG has chosen HEC as a partner, which is the most well known French business school. The AFG-Training Division has also developed training seminars on specific topics such as money laundering, private equity or asset allocation and has set up with CFPB (Centre de formation de la profession bancaire), a postgraduate degree in Fund Administration.
• Investors’ education

AFG is deeply involved in investors’ education: the association takes part in working committees on investors’ education chaired by AMF, the French regulator, which has led to the creation of the Institute for financial education of the public. AFG took also part in the “Job Market”, a “job forum” on financial careers for students.
• Academic networking

AFG has actively contributed to the development of two institutions (OEE-European Savings Institute and EFF-Europlace Foundation of Finance). 

Early 2007, an academic chair on SRI was launched and AFG is still working on the project of two other chairs, one on the “economics of financial regulation” and the other one on the “portfolio management”.
• Publications

The association has elaborated several publications available to each member, such as studies on a regular basis, an agenda and directories. The association has also a collection of essays (‘Recueil d’opinions’). This collection gathers contributions from professionals and academics on topics of main interest for the French and the European asset management industries. An electronic directory is on line on the AFG’s website and regularly updated.

Since 2006, AFG puts on line every two months a newsletter – Gestion e-info – which presents current events about the profession and the association in a synthetic way and also a two-monthly document called “actualité réglementaire" for its members. The association has added a new heading on its website to gather all the information related the MiFID. 

• Conferences & workshops

AFG informs its members of regulatory changes and industry decisions concerning their profession (new reporting requirements concerning compliance, updating regulation concerning asset management companies, etc…)

The 2006 annual membership meeting (called ‘les Enjeux’) was focused on “competitiveness, regulation and innovation”. AFG also took part in events involving the asset management industry.

For several years, AFG has been organising information meetings (called ‘Point Sur’) on hot topics in asset management. They gather professionals (AFG members and non-members) and French authorities sharing their views on the topical issues. In 2006, information meetings were, for example, organised on the MiFID, PERCO, new regulation related to investment funds.
• Communication and lobbying activities
A Financial observatory has been created by AFG to gather AFG members and Members of the French Parliament and Senators to regularly discuss on specific issues relevant to the industry.  AFG organises several press conferences of which some on the results and perspectives of the French Asset Management Industry covering the presentation of investment fund performance and rankings, the new statistics of the French industry, and an update on the corporate government, etc. The association regularly meets with journalists for articles and interviews on the current topics. AFG has striven to promote all year long the image of the France-based Asset Management through the main financial events.
c) French Competitiveness Cluster: a Financial Cluster in Paris
The French Government has decided to support French ‘competitiveness initiatives’ in successful sectors and has created the ‘Competitiveness Cluster’ label. . The Financial sector –globally understood i.e. composed of banks, assets managers and insurers- recently got the label for a Competitiveness Cluster in Finance (entitled ‘financial innovation’) in July 2007. One of the features of the project is to gather academics and professionals and to launch a series of innovative actions. AFG has been a driving force in the project and is, in particular, at the initiative of two academic chairs, a global and centralised fund database as well as a financial ‘incubator’ for new and promising financial structures, including entrepreneurial asset management firms.
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