
Febelfin reply to the ESMA - consultation paper on EU code of conduct for issuer-sponsored research

Question 1: Are you aware of or adhering to another code of conduct for issuer-sponsored research that ESMA could take into account? If so, which specific parts of the code of conduct would be of added value to consider for the EU code of conduct? Please state the reasons for your answer.
SUGGESTED REPLY: We are not aware of another Code of Conduct aside from the French one. The French Code of Conduct (AMAFI) is widely adhered to though. Therefore, it makes sense to just take over the existing code to enable continuity.
However, we prefer to avoid "national registries" of sponsored research and therefore inclusion in a single market ESMA list.
Regarding scope, we may prefer application to all ToTV equity, i.e. not solely those listed on regulated market but also equity trading on any trading venue (notably MTF or SME Growth market).
Question 2: Do you agree with the proposed approach? Please state the reasons for your answer.
SUGGESTED REPLY: We prefer option 2 for reasons of continuity. We already on most points adhere to the AMAFI Code of Conduct.

Question 3: Do you agree to mainly focus the requirements on research providers? Or do you think that additional requirements are necessary for issuers? Please state the reasons for your answer.
SUGGESTED REPLY: We agree that requirements should mainly be intended for providers. 
But the AMAFI-Code contains rules for the issuers as well. For us, in order to be aligned with the French code, we suggest to have a shared responsibility between provider and issuer and therefore a good mix in roles responsibilities between both is needed (and not only focus/tasks only at provider side).
Question 4: Do you agree with a minimum initial term of the contract of two years? Or should the initial term be more, or less? Or should the code of conduct allow one-off reports, such as for initial public offerings? Please state the reasons for your answer.
SUGGESTED REPLY: We agree with the initial two-year term. This allows continuity and reduces the possibility of significant turnover in research coverage. We need to avoid that each year, the covering providers change as this could send a negative signal to the investment community. We do not oppose to the possibility to offer one-off reports. We believe this practice is already in use in the United Kingdom.
Question 5: Do you agree with a minimum upfront payment of 50% of the annual remuneration? Or should that percentage be more, or less? Please state the reasons for your answer.
SUGGESTED REPLY: Some of our members agree with the minimum 50% upfront payment, as they believe it is a way to ensure independence. 
But other members consider that a 100% upfront payment would be preferable. This would also strengthen the claim of "independence" and prevent any abnormal behavior by the company aimed at exerting pressure on production during the term of the contract.
Question 6: Do you agree with the information listed in Clause 7 of the code of conduct that research providers should make available to investment firms? Is there anything missing? Please state the reasons for your answer.
SUGGESTED REPLY: We agree with making the contractual agreement between the issuer and the provider available to investment firms but nothing else. Providing more information would become complex and we need to keep most data confidential.
Question 7: Do you agree that only when the issuer paid fully for the research, it should be made accessible to the public immediately? Or should research partially paid for by the issuer also be made accessible to the public immediately? Please state the reasons for your answer.
SUGGESTED REPLY: We believe that also research that is partially paid by the issuer should be made available to the public in a non-discriminating manner and in accordance with the Code of Conduct and Label. Otherwise, the purpose of sponsored research would be lost. 
Question 8: Do you think that any further requirements should be introduced in the code of conduct? Please state the reasons for your answer.
SUGGESTED REPLY: We may want to reformulate :
· the 2nd paragraph of the 6th commitment: “ Additionally, the issuer-sponsored research provider has to organize its communication (in a broad sense including media relations and social media posts) in a way that ensures the proper identification of the issuer-sponsored research.”

· the 8th commitment: “However, each Party has the option to unilaterally terminate the contract in the following situations: 
· Interruption of the service provided by the research producer for more than six months; 
· Delisting of the issuer's securities; 
· when permitted by law, the issuer is subject to the procedure under Book VI of the Commercial Code (insolvency proceedings).”
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