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AAFFGG’’ss  rreessppoonnssee  ttoo  tthhee  IIOOSSCCOO’’ss  ccoonnssuullttaattiioonn  rreeppoorrtt  oonn  ““GGoooodd  PPrraaccttiicceess  oonn  

RReedduucciinngg  RReelliiaannccee  oonn  CCRRAAss  iinn  aasssseett  mmaannaaggeemmeenntt””  

 

The Association Française de la Gestion financière (AFG)
1
 welcomes the opportunity given 

by the IOSCO to express the French asset management’s opinion on the proposed good 

practices on reducing the overreliance on CRAs in our field of activity. Indeed, our members 

are directly concerned with the use in their managed portfolios of external ratings provided by 

Credit rating agencies (CRAs). 

 

 

                                                 
1 The Association Française de la Gestion financière (AFG)1 represents the France-based investment management industry, both for 

collective and discretionary individual portfolio managements. 

 

Our members include 411 management companies. They are entrepreneurial or belong to French or foreign banking or insurance groups. 

 

AFG members are managing 2600 billion euros in the field of investment management, making in particular the French industry the leader in 

Europe in terms of financial management location for collective investments (with nearly 1600 billion euros managed from France, i.e. 23% 

of all EU investment funds assets under management), wherever the funds are domiciled in the EU, and second at worldwide level after the 

US. In the field of collective investment, our industry includes – beside UCITS – the employee savings schemes and products such as 

regulated hedge funds/funds of hedge funds as well as a significant part of private equity funds and real estate funds. AFG is of course an 

active member of the European Fund and Asset Management Association (EFAMA) and of the European Federation for Retirement 

Provision (EFRP). AFG is also an active member of the International Investment Funds Association (IIFA). 
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AFG and its members have always been supportive of the efforts undertaken by regulators to 

put CRAs under adequate supervision and limit overreliance to ratings. However, our 

members would like to express their concerns related to reaching the limits of the exercise, as 

balance might go too far on the opposite side. External opposable ratings are a precious tool 

for both investors and managers. It is not intended for managers to replicate/replace CRAs’ 

job and function. Also, it should not be required from them to investigate methodologies and 

procedures of the CRAs. Furthermore, an asset manager should not be required to subscribe to 

all existing rating services to trace all and any changes; AFG is very much concerned that 

ESMA seems to make that suggestion for managers of money market funds. 

 

 

Specific questions of the consultation report 

 

 

1. Do you agree with the above categorization of uses by investment managers of 

external credit ratings? Are there other ways in which investment managers use 

external credit ratings? Can you point to situations where you would consider there is 

no alternative to credit ratings? 

Yes, our members agree with the uses listed in the paper, including risk management. 

Reference to CRA’s ratings is common in investment management (investment, collateral and 

counterparty selection as well as research), risk management and marketing/ sales. It is 

difficult to imagine efficient alternatives for the use of CRA’s ratings to facilitate 

communication with investors, peers, regulators, counterparties, etc on the basis of a 

“common language”. 

2. What benefits do you as an investment manager see in the use of external credit 

ratings? How does your particular size, resources, capabilities, etc. affect the benefits 

you perceive? 

One benefit not mentioned in this document is that CRAs have access to non-public 

information. Ratings and rating reports are one source of information that can be used in the 

decision process. Our members consider them as a tool at their disposal among other tools in 

the managers’ toolkit to assess credit quality. In the meantime, AFG has always fighted 

overreliance and did not rejoice when European CESR’ Guidelines on MMFs of 2010 

followed US CNAV MMFs’ example and introduced mechanistic reliance to ratings for all 

types of MMFs. 

AFG strongly supports proportionality as a key concept.  

Another important advantage of CRAs ratings is the possibility to easily communicate with 

the investment community and even the public at large. For example, “Investment grade” is 

nowadays part of the daily language and it should not be prohibited to use it simply because it 
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refers to CRAs rating scales. A comparative opposable standard will always continue to be 

needed and CRAs adequate supervision is the right answer. 

3. How do investment managers adjust their internal portfolio risk models (e.g. 

diversification parameters, liquidity profile, VaR, etc.) to account for external credit 

rating changes to their portfolio securities? Among other risk factors (e.g. currency and 

interest rate changes), how relevant are external ratings in determining the ultimate risk 

level of a specific portfolio? Where possible, please suggest some examples as to why 

credit rating changes to the underlying securities may or may not be relevant. 

 

Our members’ internal models may refer to external ratings (including the research) as they 

constitute a tool for them. It is common for reporting documents to refer to external ratings in 

order to share a common language with investors. Liquidity tests may identify levels of 

liquidity with reference to external ratings in order to communicate with traders. VaR and TE 

models also rely on a segmentation based on currency/ sector/ rating to determine the 

appropriate reference curve.  Communication with stakeholders needs a common standard and 

external ratings do this job. Banning ratings in this area could very well bring confusion. 

4. As investors, depending on the type of investment vehicle and on your own capacity to 

carry out your own internal credit analysis, to what extent is the credit rating of a fund’s 

portfolio holdings or of the fund itself, a determining factor in making your investment 

decision? Do you require the investment manager to reference one or more CRA 

ratings? If yes, is this your own choice or is it required by your specific institution? 

Fund rating is less developed in France as in general our members’ institutional type of 

investors based in France have the capabilities to perform due diligences themselves and thus 

seldom require the funds’ to be rated. 

5. Before investing, do you as an investor verify that an investment manager has 

procedures in place to perform its own credit analysis? Please elaborate on whether the 

approaches differ depending on the type of investment vehicle (e.g., a money market 

fund (“MMF”) vis-à-vis a high yield bond fund). 

According to our members, their investors usually verify how they perform their own credit 

analysis: tools, processes, human resources,… 

6. Do you as an investor have the capabilities to monitor the credit quality of portfolio 

securities and/or follow-up on changes to external ratings that affect the portfolio 

securities or the fund in which you are invested? Could you briefly describe your 

procedures?  

N/A 

7. Is the above description of the two models of internal analysis of credit quality within 

investment management firms accurate? 
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The 2 models of internal analysis of credit quality are broadly accurate. An alternative (but 

less frequent) model is a dedicated research team within the investment division where 

analysts may act as back-up for fund managers dedicated for specific developments. 

8. What factors would be effective in mitigating the conflict described in letter a)? 

When such portfolio managers/analysts have both responsibilities, they might theoretically be 

in a position of conflict of interests but AFG reminds that a split of functions may also lead to 

a dilution of responsibilities that might as well not be in favour of the investors’ interest. 

Besides, as this model is quite common, there are already easy ways identified to limit the 

potential risk of conflict of interests through, for example: 

- a standing committee that would confirm the opinion of the manager/analyst; or  

- some fund managers are designated to also act as industry/sector specialists and other team 

members are in charge with general coordination of consistency among credit opinions. 

9. Do investment management companies adopt different internal assessment models 

depending on the type of investment management vehicle (e.g. MMFs, equity or bond 

funds, alternative or structured investment vehicles, etc.) they manage? 

Investment management companies may use one or both of these two models depending on 

their size in a given segment of the market and the scarcity of experienced people in a specific 

field. The same internal assessment model can be used, but specific considerations are given 

according to the asset type or specific funds involved. Sometimes, especially on less liquid 

securities, it could be judged that a credit analyst will be in a better position to discuss with 

other analysts and traders if he directly makes the decision to invest or not.  

10. How do smaller investment managers use external credit ratings? What methods of 

credit assessment do small and medium managers use in addition to review of credit 

ratings? 

When appropriate, some managers may use for instance the access to independent sell side 

analysts. 

It should be reminded that an investment manager does not take into account the rating scale 

only, but also the extensive research reports the CRAs issue to accompany the rating and 

events on the rating. There is a lot of information available in order to challenge and qualify 

the final rating. An investment manager may classify differently the main factors, positive and 

negative, listed by the CRA and eventually decide to accept or not the investment idea. The 

good usage of rating should not be discouraged. 
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11. Do you agree with some or all of the internal credit assessment procedures described 

above? Are there other procedures you use or would recommend?  

AFG does not object to the possible good practice as it is written at the bottom of page 11. 

However, we disagree with several points that precede the proposed good practice: 

- AFG dos not support the idea that it should be a scale to pin on the assessments; 

diversity of approaches is highly desirable in credit risk assessment and managers 

should have the choice to implement or not a scale depending on their own models, 

types of investments, etc. 

- Our members believe it is too extreme to ask for the methodology to be based on “all 

the relevant information available” and “ensure” the quality of this information. As 

for any opinion that is based on anticipations, it can only be based on an “obligation to 

do best” to reach a funded rationale justifying the opinion. The analyst can only assess 

information that is available to him through public disclosure or through subscription 

and he will act in good faith when determining the sources for proper documentation 

and searching relevant information. In-house analysts are not CRA’s analyst and they 

do not sell their opinion, but use it internally to implement investment strategies 

consistent with the risk profile and the objectives of their clients. 

- AFG would like to remind that that we are against a hard obligation to react in case of 

a downgrade by a CRA. Analyst’s/manager’s job is to assess portfolio underlings’ 

credit quality, not following what all agencies that rated the instrument do or do not. 

Most often, downgrades/upgrades are already anticipated and the decision concerning 

the instrument has already been reached. Also, it should be reminded that there is 

symmetry regarding downgrades and upgrades in the collective asset management 

field and one should speak of both. We take the opportunity of this discussion, to 

remind that we do not see any benefit and are against any regulatory obligation that 

asks the asset manager to subscribe data feeds to all CRAs that could rate an 

instrument; besides, we are not sure that investors are thrilled to pay for that. 

- The ideas expressed around the “Documenting” issue should not give leeway to 

interpreting that the asset manager is required to reproduce the process elaborated by 

the CRA when attributing the rating. It should be rewritten in order to make clear that 

what is expected from the asset manager is not to control the procedures established 

by the CRAs (which are closely supervised by ESMA in Europe) but to evaluate the 

report published by the CRA and not simply rely on the rating itself. 

- Regarding the association of liquidity and rating, one should be extremely prudent and 

AFG would like to makes some heavy reserves. Please see our answer to question 13. 

12. To the extent that you have internalized your credit analysis, for what sort of 

instruments /issuers are you better able to perform it? If external credit ratings remain 



 6 

as a point of reference, how are these accounted for in the internal analysis and what is 

their relative value in determining and monitoring the creditworthiness of an 

instrument or issuer? 

Access to information is the key to credit assessment. Thus only secretive issuers and 

confidential structures may be difficult to assess. The right approach in such a case would be 

to abstain and not to invest. Otherwise, public information on Government finances or listed 

companies are generally available. Afterwards it is a question of competence (thus investment 

in human resources and technology) to proceed with the analysis with reference to the context 

of each issue and reach a relevant opinion on the credit quality. 

Credit assessment should not be conducted through a scoring and the computation of a 

weighted average of different marks for different criteria. Thus it is not possible to speak of, 

and less to determine, a “relative value” of external ratings in the internal credit assessment 

process. 

13. In periods of market stress, are external credit ratings considered as one indicator of 

liquidity to be taken into account in the procedures of liquidity risk management and if 

so how? 

Liquidity is not directly correlated to the level of risk and, hence, rating. However, in times of 

crisis and stress, we generally experience a flight to quality that favours higher ratings. It is in 

our opinion insufficient to draw the conclusion that the higher the rating, the better the 

liquidity. On the contrary, when investors suspect that a category of securities is overvalued, 

they often consider that rating is irrelevant and prefer to get rid of all their positions. This 

“domino effect” on structured products or peripheral govies in Europe was obvious: at times 

when investors did not want any investment on such instruments, even highly rated issues 

were illiquid.  

Even if it can be considered easier to sell an Investment Grade issuer than a High Yield issue, 

nevertheless during the 2008/09 period, liquidity wasn’t associated to rating. Usually it is the 

maximum weight and/or maturity that are adjusted according to the credit rating. 

14. Could you describe your experience of instances where external credit ratings were 

mandated by investors? Is it possible to draw a relationship between an investor’s 

specific profile and the investor’s greater/lesser reliance on CRAs credit ratings in a 

mandate’s specifications? Please give examples. 

It is quite frequent that investors express their view on the level of credit risk that they accept 

in terms of ratings. We remind that external ratings represent a common language and an 

external opposable standard that can define an investment universe, which constitutes the 

boundaries (altogether with other segmentation criteria) within which the manager is entitled 

to operate his skills. Our members think that the examples provided in Box 1 are realistic. In 

Europe, regulators have introduced reference to ratings exactly at the moment when it 

appeared that it was dangerous from a systemic risk point of view.  
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15. In your experience, do prudential requirements impact demand for contractual 

reliance on external credit ratings? 

Yes, Solvency 2 that does not refer directly to CRAs ratings but nevertheless requires a 

complete report on the rating of each of the main 3 CRAs is a perfect example of regulatory 

impact on the demand for reliance on external ratings. CRD for banks is another one and 

many other institutions have local regulations that refer to CRA’s ratings. Not to mention 

Money Market Funds, where regulators suggest that an asset manager should subscribe to all 

rating services in Europe to be aware of any and all changes. 

16. What type of alternative credit information sources could be included in investment 

mandate agreements and fund investment objectives? 

It is difficult to think of internal models replacing the aspect of “opposable standard” of CRA 

ratings. Asset managers are not intended to perform the job of CRAs.  

Reportings are the best place to have a common language with investors without obliging to 

follow requirements in terms of external ratings for the actual management of the fund. 

Indeed, if we take the example of MMFs, disclosing (ex post) the credit quality of the 

portfolio using an external CRA segmentation is a way to inform investors or regulators on 

where the fund  is placed using a standard rating scale. 

17. Please describe the process you use for identifying and comparing CRA 

methodologies. 

AFG does not agree with the idea that investment managers should compare CRAs 

methodologies. 

Reports circulated by CRAs to their subscribers do provide relevant information on 

hypotheses and methodology that justify their ratings. When they put a rating under watch, 

they communicate also on the possible change in rating and explain the reasons for the 

reassessment. There is clarity in the process and there is no added value in asking asset 

managers to spend time and fees on identifying and comparing methodologies. In addition, 

access to CRA methodology depends on each CRA’s policy. According to our members, S&P 

offers limited transparency, whereas Moody’s enables clients to have access to their complete 

rating grid. 

We would like to mention that the rating of some complex structured products is somewhat 

different than a traditional credit risk assessment. Indeed, it includes views on the legal 

structure and documentation, involvement of guarantors … There is in that field no standard. 

What seems important is not to compare methodologies but examine the underlying 

documentation and take an individual view. 

18. If a fund manager relies on external credit ratings, is the information that the fund 

manager provides to you, as an investor, sufficient to allow you to understand the 
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potential impact of a change in the external credit rating on the underlying portfolio of 

the fund? If not, what additional disclosures would be useful? 

N/A. 

 

19. To what extent is the credit quality of a sponsor a relevant criterion in an investor’s 

selection of a fund? Does it differ depending on the fund? 

It is surprising to mention that a fund might be sponsored by its promoter at a time when 

everybody agrees that a fund is an independent entity. 

The investment risk in a managed fund lies with the investor. There is no capital guarantee
2
 

promised by sponsors. 

Implicit guarantee can distort a market and lead to a run as it was the case on CNAV MMFs. 

20. How important is the credit rating of the sponsor of a structured finance vehicle if 

the vehicle does not have explicit support from its sponsor? 

For an investment manager, the credit rating of the sponsor of a structured product lacking 

explicit support is not relevant. The expertise and professionalism of the sponsor has, on the 

other hand, to be taken into consideration. 

One should keep in mind that ratings used in structured finance are quite different from those 

of classical bonds (synthetic, with no qualitative approach). 

21. Following the credit rating downgrade of a guarantor, could you as an investment 

manager be forced to sell the securities issued by the structured finance vehicle? Please 

explain as to why or why not this may be the case. 

Please see questions below. 

22. How important to fund managers is the external credit rating in the choice of a 

fund’s counterparty(ies)? What are the key factors usually taken into account when 

negotiating an agreement with one or more? 

According to our members, a counterparty will never be accepted on the basis of its rating 

only. Selection of a new counterparty is a process that requires some time for the 

documentation to be discussed and allows a thorough risk analysis. 

23. Following the downgrade of a key counterparty, depending on the contents of the 

relevant agreement, could you as an investment manager be forced to close out your 

respective positions? Please explain as to why or why not this may be the case. 

                                                 
2 Only guaranteed funds that benefit from a formal external guarantee given by an authorised entity to give 

guarantees (provisioned into their parent company’s accounts) are different. 
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Please see questions below. 

24. How does an investment management company’s size and resources relate to the 

investment manager’s ability to perform an internal credit analysis of one or more 

counterparties? 

The relationship that is established with a counterparty is of a different nature than the one 

resulting from the purchase of a bond. It implies the signature of specific contracts and master 

agreements and requires appropriate back office communications. 

25. Are there some strong references to external credit ratings which are channeled 

through the ECB guidelines, ISDA Master Agreements or CCPs guidelines? 

Our members’ clients, counterparties and clearing members generally refer to these 

regulations and translate them in guidelines for them to comply with. 

26. Would you agree with some or all of the above parameters as valuable additional 

factors for the internal assessment of collateral quality? 

We generally agree, however: 

Regarding collateral diversification, we would like to remind that it might be 

counterproductive to require diversification as it might be at the cost of a lower quality and a 

lesser liquidity of the collateral. Sometimes diversification is good, sometime is not. It is safer 

to receive as collateral 100% of a first quality government bond instead of being obliged to 

spread the risk on several issuers, most of them of lesser quality.  

We would like to remind that the purpose of the collateral quality is to reduce counterparty 

risks. In this perspective, diversification rules may materially increase the operational risk. 

Haircut policies are more a meaningful measure for the matter, as the quality and liquidity are 

the first objectives for the collateral. Indeed, if the counterparty defaults, the collateral is 

meant to be quickly sold so that to bring the portfolio in compliance; the collateral is not 

meant to be kept as an asset in the portfolio. 

AFG considers that it is not improving the investor’s protection to require MMFs to accept as 

collateral only short term papers to match the WAL and WAM expected from MMFs. It will 

probably reinforce the scarcity of eligible collateral at a time when issuers of short term 

instruments (especially banks with the new LCR regulation) will tend to reduce their new 

issues. At the end of the day it will prompt MMFs managers to prefer deposit with full 

counterparty risk instead of secure collateralized reverse Repo. 

27. Among the above parameters, which one(s) could be considered by counterparties to 

replace / supplement external credit ratings when evaluating the quality of collateral? 
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AFG agrees that the reference to external rating is not of prime importance when assessing the 

quality of collateral. The quality and the liquidity of the collateral should be considered from 

a pragmatic viewpoint. It would highly disadvantage investors if the fund they invest in 

cannot put eligible collateral to secure ordinary derivative transactions. It may happen if CCPs 

or counterparties in general very much limit the list of eligible collateral. A fund that would 

not invest in government bonds and be totally invested would not be in a position to provide 

eligible collateral. Thus, eligible collateral should be defined on a large basis, provided that an 

appropriate haircut be introduced to match both the quality and the liquidity differentials. 

28. Are there other parameters that could be considered to facilitate the credit 

assessment of collateral received and/or posted by the investment manager, 

independently from external credit ratings? 

From an operational perspective, it is very important that regulation does not limit the trading 

possibilities of funds simply because of inadequately calibrated requirements on collateral. If 

diversification or average maturity rules were introduced, trades and confirmation of trades 

would become unduly burdensome, and in some cases even prohibitive with no added benefit 

for investors. 

29. Why do investment managers seek to have their funds rated? 

The driver to ask for a fund to be rated is the demand of the clientele. For example, in France 

it is not common practice to rate funds, even for MMFs. Indeed, French institutional clients 

are not required by their internal branch rules to select rated MMFs. 

Out of habit, treasurers of international firms require for instance systematically that MMFs 

(most often CNAV MMFs) they subscribe in be rated. 

30. What is the trend regarding fund credit ratings? Are investment managers seeking 

fund credit ratings more often or less frequently? 

AFG is of the opinion that the rating of a fund looks more like a label than a credit rating, 

especially for MMFs.  

The opinion is on the ability of the investment manager to provide liquidity and avoid capital 

loss for the investor. This is apparently inconsistent with the idea many investors have of what 

a fund is: a share in an investment portfolio subject to market fluctuations. Only CNAV 

MMFs can be defined differently and as a consequence most of funds ratings apply to them. 

Indeed, related to MMFs AAA ratings, one can observe that in their great majority, either 

MMFs are awarded the AAA or they are not rated. The scale granularity is generally not used 

and during the crisis, MMFs susceptible to be downgraded became not rated. Thus, generally 

AAA rating looks more like a label.  
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31. Do investors use ratings differently in evaluating MMFs, investment grade bond 

funds and high yield bond funds? 

N/A 

32. To what extent, if any, do CRAs provide credit ratings for funds for which they also 

rate all or part of the portfolio? 

According to our understanding, CRAs require that the portfolio of a fund they rate be 

exclusively invested in instruments they rate themselves. Thus, they limit very much the 

investment capacity of the fund and create a certain mechanistic reliance as a AAA MMF for 

instance cannot hold generally unrated instruments, downgraded instruments, non-rated by 

that CRA instruments without taking the risk to be downgraded and thus be divested. 

33. In situations where the same CRA rates both the fund and its portfolio, if the CRA 

downgrades or puts under negative watch an underlying security, will the fund be more 

prone to sell this security in order to maintain its highest rating? 

In general, we deem that the propensity to sell can be very high. 

34. In the case of fund of fund structures, please describe how external credit ratings of 

funds are used and how these are taken into account by the investment manager. Please 

provide examples. 

According to our members, the due diligences conducted by the managers of funds of funds 

are generally much more diversified than the analysis conducted by the CRAs when rating a 

fund. The risk profile of a fund, the quality of the management team, the efficiency of the risk 

control, the stability and diversification of clientele…are considered from the point of view of 

the impact of the introduction of the funds in a given portfolio of funds and not on an absolute 

basis. Thus, we consider that the rating of a fund is not essential information when managing 

funds of funds.  

35. In the case of index funds, do you consider that changes to the external credit rating 

of individual index components may be relevant under certain circumstances in deciding 

whether the index may continue to be tracked by a fund? 

Yes, in the process of an index fund, as opposed to a fund with a benchmark (see question 

40), the manager usually pledges to follow or replicate the index with a very low tracking 

error. Not to adjust when a component of the index is changed would put him at risk and be 

considered as a breach. 

36. How do fund investors generally react to a downgrade of a particular asset, or of a 

significant part of a portfolio? 

Managers keep investors regularly informed through monthly reporting and other 

communication channels. 
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37. Please elaborate on internal procedures that investment managers have implemented 

following a downgrade, when for instance managers may need to ensure that the credit 

quality of the portfolio is still sufficient to meet the stated fund standards or managers 

have set up a grace period before selling the downgraded securities. Are there 

differences in procedures depending on the type of fund? 

First, downgrades and upgrades are symmetric and both should be discussed. 

Second, investment managers have most often already anticipated such a move, thus it is 

redundant to speak how managers react to the event (downgrade/upgrade). 

Third, it should be mentioned that processes/governance are in place to allow consultation 

between risk managers and portfolio managers/analysts. There is no need for a systematic 

procedure following a specific issuer downgrade. Market conditions are also to be taken into 

account. In case of selling decision, often there is a grace period depending on each 

fund/portfolio. Also, communication with clients of dedicated funds is set up.  

We would like to remind that performing credit assessments may take into account external 

ratings and their events, but there should not be an obligation to take them into account or to 

react to them. Thus, the question should not be around how our managers follow all the CRAs 

that have rated the instrument. 

38. Do investment managers’ policies or investors’ investment guidelines provide for 

specific “grace periods” that allow a manager time to address the situation that results 

from a downgrade? If so, what is the average “grace period” and how are investors 

informed of the manager’s plans to restore a portfolio’s desired credit quality? 

Information on grace period can be found in some prospectuses and may be considered as a 

standard provision in mandate agreements. Delay however is not standardized. The decision 

makers should not be limited by a given period that would reintroduce a cliff effect when time 

approaches to the end. The idea is to keep flexible on a period of, say, one to three months 

and maintain the position on constant watch. 

39. As a follow-up to the question above, would investment managers behave differently 

in the event of a collateral downgrade, or of a downgrade affecting one main fund 

counterparty or an asset’s guarantor (or sponsor)? Please explain, possibly with 

reference to some examples. 

Even if the importance of external rating in the assessment of quality (not limited to credit 

quality) is much lower, the same process would generally apply to the counterparty risk and 

the quality of the collateral. On this specific case of collateral, quality goes hand in hand with 

haircut, which constitutes thus one more parameter to face the situation and feel comfortable 

with the delay. 
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40. In the case of a fund’s performance being benchmarked to a specific index, how does 

the fund manager react when a downgrade leads to an asset / issuer being removed from 

the index? 

In case the downgrade leads to index removal, an internal assessment of credit risk, market 

price and liquidity of each instrument will possibly drive to a divestment decision.  

It should be mentioned that the case of a benchmarked fund differs from that of an index fund 

mentioned in question 35. It is not different from all other funds, except that the tracking error 

that results from the discrepancy between the benchmark and the portfolio will be closely 

monitored and might lead to a recommendation to adjust the portfolio sooner.   

 

 

If you need any further information, please don’t hesitate to contact Eric Pagniez 

(e.pagniez@afg.asso.fr) or Adina Gurau Audibert (a.gurau.audibert@afg.asso.fr) or myself at 

+33.1.44.94.94.29 (p.bollon@afg.asso.fr). 

 

Sincerely Yours, 

(signed) 

Pierre Bollon 
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