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1.1 Background  
 

European Directive 2014/65/EU of 14 May 2014 on Markets in Financial Instruments (known as “MiFID 
2”) strengthens the “best selection” and “best execution” obligations applicable to investment firms 
(“IFs”) previously set out in MiFID 1, and provides for greater transparency for clients through the 
publication, at least annually, of information on the five main intermediaries used where such IFs 
provide the investment management service on behalf of third parties (i.e. a discretionary management 
activity, hereinafter “discretionary management”). 

 
La Banque Postale Asset Management (LBPAM) is not an IF but an asset management company (“AMC”) 
with the status of an investment services provider (“ISP”) and, as such: 

- its discretionary management activity is governed by the provisions of MiFID 2; and 
- its collective management of UCITSs or AIFs is governed by the provisions of the UCITS and AIFM 

directives. 
 

Under the provisions of MiFID 2, LBPAM undertakes to take all sufficient steps to obtain the best 
possible result for its clients by (i) taking into account the execution factors set out in this policy and (ii) 
applying an order execution quality control system by carrying out first and second level permanent 
controls as well as by holding meetings of valuation committees every six months (and/or on an ad hoc 
basis). 

 
Accordingly, the purpose of this document is to: 

- describe the scope of the execution policy implemented by LBPAM and the conditions in which 
it applies; 

- describe the process for selecting intermediaries as part of its best selection and best execution 
obligations; and 

- determine the framework within which this policy and the system implemented to monitor the 
policy apply. 

 
1.2 Reference texts  

 
The professional obligations applicable to LBPAM under its order execution policy (via a best execution 
or best selection process) are set out in the following texts: 

1 Background and regulatory framework 



2 Broker selection policy 

■ Obligation to achieve the best possible result (through a best execution or best selection 
process): 

- Article L. 533-22-2-2, IV° of the French Monetary and Financial Code (PMCs) 
- Article L. 533-18 of the French Monetary and Financial Code 

 

■ Best Execution: 
- Articles 64, 65(8) and 66 of Delegated Regulation 2017/565 (MiFID 2) 
- Article 27 of Regulation 231/2013 (AIFM) 
- Articles 321-110 and 321-114-VI of the AMF General Regulation (UCITSs) 

 

■ Best Selection: 
- Article 65 of Delegated Regulation 2017/565 (MiFID 2) 
- Article 28 of Regulation 231/2013 (AIFM) 
- Article 321-114-I to V of the AMF General Regulation (UCITSs) 

 
1.3 Scope  

 
All orders involving the financial instruments referred to in Article L. 211-1 of the French Monetary and 
Financial Code (i.e. financial contracts and securities) as well as securities financing transactions (loans, 
repos/reverse repos) and spot foreign exchange transactions carried out on behalf of portfolios 
(mandates and funds) managed by LBPAM. 

 

 

In order to obtain the best possible execution of orders, LBPAM has introduced a procedure for 
selecting brokers and counterparties (“intermediaries”) that it uses as part of its best selection and best 
execution processes. 

Meetings of the Intermediary Committee, on which all LBPAM departments involved in the selection 
process are represented, are held every six months. 

The list of authorised intermediaries may change at any time between two meetings of the Intermediary 
Committee if the service offered by an intermediary deteriorates or exposes LBPAM to a reputational 
risk based on the previous assessment (quality of execution, sanctions, etc.). 

 
2.1 Voting process  

 
Intermediaries are selected via a voting process carried out every six months based on predefined 
criteria. 

Those participating in the vote are representatives of LBP AM’s trading desks and OSTRUM Asset 
Management’s middle office, and vote  on the quality of execution and settlement. 



The score given by a member participating in the vote may be based either on quantitative criteria (“hit 
ratio”, “transaction cost analysis”, etc.), with a direct translation into an equivalent score, or on 
qualitative criteria, the score being then determined “based on a judgement” by comparison with the 
service provided by the other intermediaries. 

The following are taken into account: 
■ the quality of pre-trade information (“axes”) 
■ quality of execution/pricing 
■ the quality of settlement-delivery (and in particular the delivery default rate) 
■ quality of business monitoring 

The results of the votes are sent for validation to the Intermediaries Committee. 
 

2.2 Production of lists  
 

On completion of the voting process, lists of intermediaries are drawn up by instrument class, to take 
account of: 

■ the intermediary's performance (as measured by the result of the vote) 
■ market practices and liquidity for the instrument in question 
■ volumes processed in this instrument class by LBPAM 

In order to manage potential conflicts of interest with intermediaries, a maximum volume limit per 
intermediary is determined for each of the lists. 

The lists that are drawn up and the associated volume limits are sent for validation to the Intermediaries 
Committee. 

The selection procedure also uses non-financial evaluation criteria (ESG (Environment, Social and 
Governance) criteria). 

The Intermediaries Committee may decide to: 
■ adjust (upwards or downwards) the volume limits granted to a given intermediary by reference 

to the assessment of its performance based on ESG criteria; 
■ delist an intermediary that does not meet a certain number of ESG criteria or that has not 

demonstrated sufficient transparency enabling LBPAM to assess such criteria. 
 

2.3 Level 1 controls  
 

Compliance with the lists of authorised intermediaries and the volumes allocated within permitted 
limits are the subject of level 1 controls by the intermediation desks. 

 
As part of its Level 1A controls, LBPAM’s risk department checks compliance with these lists and volume 
limits every six months. 

 
The results of this control are reported to the Intermediaries Committee. 



3.1.1 Best execution process 

3.1.2 Best selection process 

3.1.3 Provisions common to these two processes 

 
 

Depending on the characteristics of the financial instruments/transactions in question and the nature of 
the order, LBPAM may be subject to a best execution obligation or a best selection obligation. 

 
3.1 Description of the system  

 

Transactions entered into with selected intermediaries must allow LBPAM to comply with its obligation 
to act in the best interests of its clients, which consists of obtaining the best possible result when 
executing orders. 

 

Intermediaries selected by LBPAM must have systems in place that enable them to obtain the best 
possible result when executing orders received from LBPAM. 
LBPAM regularly monitors the quality of execution of orders transmitted to selected intermediaries. 

 

Clients are informed that LBPAM may select, on an ad hoc or permanent basis, and depending on the 
asset classes in question, La Banque Postale as a counterparty (best execution process) or broker (best 
selection process): the listing of La Banque Postale is properly monitored by the Intermediaries 
Committee. 

 
LBPAM has opted for “professional client” status vis-à-vis its intermediaries in order to benefit from an 
adequate level of protection on their part, particularly with regard to the quality of order execution 
obtained in respect of the portfolios it manages. 

 
3.2 Importance of factors relating to order execution  

 
The following factors influence the execution of client orders: 

1. the client's classification: 

For non-professional clients, total cost will take precedence over the other criteria referred to 
below. 

For professional clients, LBPAM has created an execution matrix for each asset class (see 
Chapter 5), based on the following criteria: 

■ price 
■ cost 
■ speed 
■ liquidity 
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■ likelihood of execution and settlement 

The relative importance of these criteria depends on the nature of the order. 

In particular (the following situations are not mutually exclusive): 
■ a specific instruction takes precedence over default execution criteria (e.g. priority price 

and liquidity criteria for a discretionary order, cost and liquidity criteria for at-the-opening 
orders, at-the-close orders or limit orders, etc.) 

■ an investment/divestment strategy combining several instruments requires an execution 
strategy that tends to obtain the best overall result and not instrument by instrument 
(related orders), 

■ generic orders require a specific execution strategy to meet the needs of the manager 
through a single instrument or a combination of instruments. 

Where LBPAM acts in the name and on behalf of funds, LBPAM applies the matrix applicable to 
professional clients. 

2. characteristics of the order 
3. characteristics of the instruments or products to which the order relates 
4. characteristics of the execution venues on which the order may be executed 

 
3.3 Execution venues  

 
The various execution venues selected for the execution of orders are listed below. LBPAM's policy 
includes the execution venues that it considers to be the most able to achieve the best possible results 
on the execution of its clients’ orders in the majority of cases, on a homogeneous and consistent basis. 

The type of order and/or asset class in question may contribute to determining the execution venue 
selected to execute the order. In such circumstances, only one financial intermediary may be selected 
for certain types of assets or specific orders. 

Orders may be executed at the following execution venues: 
■ multilateral trading venues (“MTVs”): 

◾ regulated markets (“RMs”); 
◾ multilateral trading facilities (“MTFs”); 
◾ organised trading facilities (“OTFs”); 

■ intermediaries acting as market makers; 
■ intermediaries acting as systematic internalisers; 
■ other liquidity providers. 

In addition, LBPAM may carry out cross-trades (“face-to-face trades”) between the portfolios it 
manages, in accordance with its internal procedures, with a view to preventing potential conflicts of 
interest from occurring and acting in the best interests of its clients. 



4 Review and monitoring of the existing system 

3.4 Grouped orders  
 

Where the conditions provided for in the regulations are met and in order to obtain the best possible 
execution result, LBPAM may opt to group orders from different portfolios (between different funds 
and/or between funds and management mandates): 

■ to the extent that an equitable order allocation policy is in place at LBPAM; and 
■ if it considers that it is unlikely that the grouping of orders and transactions will, in overall 

terms, be detrimental to any of the clients or portfolios whose orders are to be grouped. 

The expression "in overall terms" implies that the grouping of orders between portfolios could have a 
detrimental effect when compared to the execution of a single order. 

 

 

This execution policy is reviewed at least once a year. 

LBPAM also carries out a semi-annual review of the effectiveness of its intermediary selection and rating 
process in order to identify and, where necessary, correct any deficiencies. 

The execution policy may therefore change if new events are liable to affect LBPAM’s ability to select 
the service provider that is best able to provide its clients with the best possible execution results. 

LBPAM will notify its clients of any material changes to this policy. 



 
 

 

 
Asset classes 

 
 

Execution 
venues ** 

 

 
Organisational principles 

 
Preferred best 

execution criteria 
*** 

 
 
 
 
■ equities 
■ rights 
■ warrants 

 
 
 
 

RMs 
MTFs 

MMs/SIs/LPs 

 
 
 
Orders are transmitted to pre-selected intermediaries that 
execute orders received from LBPAM primarily via the regulated 
markets or via multilateral trading facilities. 

These intermediaries may act as a systematic internaliser, 
market maker or liquidity provider. 

 
 
 

Price, liquidity, 
speed, cost, 
likelihood of 

execution and 
settlement 

 
 
 
 
■ debt securities 

(including 
convertible bonds) 

 
 
 
 
 

MTFs/OTFs 
MMs/SIs/LPs 

 

 
Orders are entered into directly with pre-selected 
intermediaries (using a competitive process) that execute 
orders received from LBPAM via multilateral trading facilities or 
organised trading facilities. 

These intermediaries may act as a systematic internaliser, 
market maker or liquidity provider. 

 
 
 
 

Price, liquidity, 
likelihood of 

execution and 
settlement 

 
■ money market 

instruments 
(MMIs) 

 

 
MMs 

 
 
Orders are transmitted to pre-selected intermediaries that 
execute orders as market makers. 

 
Price, liquidity, 

likelihood of 
execution and 

settlement 

 
 
 
 

■ futures listed on a 
regulated market 

■ options listed on a 
regulated market 

 
 
 
 
 

RMs 
MMs/SIs/LPs 

 
 

Orders are transmitted to preselected intermediaries (using a 
competitive or non-competitive process, depending on the 
circumstances) that execute orders received from LBPAM via 
the regulated markets. 

These intermediaries may act as a systematic internaliser, 
market maker or liquidity provider. 

 
 
 
 

Price, speed, 
liquidity, likelihood of 

execution and 
settlement 

 
 
 
 
 

■ exchange-traded 
funds (ETFs) 

 
 
 
 
 

MMs RMs 
MTFs 

 

 
Orders are transmitted to preselected intermediaries (using a 
competitive or non-competitive process, depending on the 
circumstances) that execute orders by acting as market makers 
in order to ensure the liquidity of the secondary market. 

These intermediaries may execute orders received from LBPAM 
on regulated markets or via multilateral trading facilities. 

 
 
 
 

Price, Speed, 
liquidity, likelihood of 

execution and 
settlement 
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■ spot currency 

 
MMs 

Orders are placed with preselected intermediaries (using a 
competitive process) that execute orders as market makers in 
order to ensure market liquidity. 

Price, Speed, 
liquidity, likelihood of 

execution and 
settlement 

 

■ interest rate swaps 
■ contracts for 

difference (CFDs) 
■ caps & floors 
■ forward foreign 

exchange contracts 
■ currency swaps 
■ currency options 

 
 
 
 

MMs/SIs/LPs 

 
 
Orders are transmitted to preselected intermediaries (using a 
competitive or non-competitive process, depending on the 
circumstances) that execute orders as market makers, 
systematic internalisers or other liquidity providers in order to 
ensure market liquidity. 

 
 

Price, Speed, 
liquidity, likelihood of 

execution and 
settlement 

 
 
 
■ credit derivatives 

 
 
 

MMs 

 
 
Orders are transmitted to preselected intermediaries (using a 
competitive process) that execute orders as market makers in 
order to ensure market liquidity. 

 
Price, Speed, 

liquidity, likelihood of 
execution and 

settlement 

 

■ over-the-counter 
options 

■ variance swaps 
■ structured swaps 

 
 
 

n/a 

 
 

Orders are entered into directly with pre-selected 
intermediaries (using a competitive process). 

 

Price, liquidity, 
likelihood of 

execution and 
settlement 

 
■ UCITSs 
■ AIFs 
■ investment funds 

 
 

n/a 

 
Transactions are processed through the custodian of collective 
investments, based on their net asset value. 

 
 

n/a 

 
 

 
Temporary sales 

 
 

Execution 
venues ** 

 

 
Organisational principles 

 
 

Preferred best 
execution criteria *** 

 
■ loans (1) 
■ repos/reverse 

repos (2) 

 

 
n/a 

 

 
Orders are placed directly with intermediaries. 

 
Price, liquidity, 

likelihood of execution 
and settlement 

 

** “RM”: regulated market; “MTF”: multilateral trading facility; “OTF”: organised trading facility; “SI”: systematic internaliser; 
“MM”: market maker; “LP”: liquidity provider. 
*** The relative importance of these execution criteria depends on the nature of the order. 

 
Comments 

 

Transactions entered into directly with intermediaries give rise to a counterparty risk, including where those intermediaries act 
as market makers (MMs), systematic internalisers (SIs) or liquidity providers (LPs). 
For issuances (primary market) where a single price is offered and the quantity available may be limited, the preferred criterion 
is the likelihood of execution and settlement. 

 
 

(1) the predominant criterion is the intermediary’s operational capacity (counterparty borrowing the securities) to issue and 
manage guarantees on an individualised basis (portfolio by portfolio) and not on an aggregate (pooled) basis. 



(2) excluding transactions involving the investment of residual cash (overnight reverse repos) or transactions on behalf of 
formula funds (long-term repos) entered into with La Banque Postale. 
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