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Best Selection and Best Execution Policy 

Background  

As part of its portfolio management activities, Capital Fund Management SA (“CFM”) processes all trading activities on 

behalf of its clients on a systematic basis. Such electronic trading systems require the availability of a sophisticated 

infrastructure which may only be maintained with a limited number of trading counterparties. CFM thus conducts materially 

all trading activities as member of exchanges or other execution venues, or through executing brokers with whom it has 

established electronic links. In this context, CFM must act in the best interest of its clients and the funds it manages when 

providing portfolio management services. It has designed and implemented a policy for selecting and assessing the entities 

that provide trade execution services and then take all reasonable measures to obtain the best possible results for its 

clients or for the funds it manages.  

Regulatory requirements 

As an investment manager, CFM is, under EU Directive 2014/65 on Markets in Financial Instruments, as amended from 

time to time (“MiFID”)1, required to, inter alia: 

 act in accordance with the best interests of its clients when choosing execution venues and brokers (“Best Selection”); 

 process orders that result from decisions by CFM to deal in financial instruments on behalf of those clients: 

 in accordance with the best interests of its clients, when placing orders with brokers for execution; and 

 taking all reasonable steps to obtain the best possible result for its clients, when directly executing orders on an 

execution venue (“Best Execution”). 

In order to comply with the above obligations, CFM takes into account the "execution factors" specified by MiFID, being 

price, cost, speed, likelihood of execution and settlement, size, nature, or any other consideration relevant to the order. 

 

CFM is also subject to certain SEC requirements which although worded differently are aligned with the above.  

Best selection of brokers and execution venues 

CFM only directs trades to reputable execution parties that provide high liquidity (for execution venues), low cost, low 

latency (i.e. high speed), high level of straight through process and a high likelihood of settlement (i.e. high quality). CFM 

has determined that external research papers provided will not be a factor for selecting and evaluating execution parties, 

as CFM uses very little such third-party research. The liquidity requirement is dealt with by considering the main execution 

venues for each type of instrument that CFM transacts in. The above criteria also apply to the selection of execution parties 

used for manual trading but in this case, high latency and high level of STP criteria are no longer relevant. The cost 

considerations are evaluated separately for each asset class as the structure of costs differ in different types of markets. 

CFM is continuously working to reduce the latency of its trading activities. When choosing execution venues and brokers, 

CFM considers reputable institutions that process a significant volume of trades in the respective markets covered. The 

level of straight through processing required is high and the institution needs to be focused on eliminating any manual 

intervention in the trading process. For execution parties that fulfil the above criteria, CFM also considers their regulatory 

standing, possible counterparty risks as well as the country and currency risks related thereto (i.e. financial stability). CFM 

does not currently have directed brokerage. 

 

 
1 Note that the introduction of MiFID II in January 2018 did not modify the Best Selection and Best Execution requirements of CFM. As a UCITS Portfolio Management Company, CFM continues to apply MiFID rules as 

implemented by the Autorité des marchés financiers. 
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CFM’s electronic trading systems are connected to a limited number of approved brokers (the “Approved Broker List”) that 

are used to execute trades on behalf of Clients. The performance of brokers on the Approved Broker List is reviewed on a 

quarterly basis.  

Best execution of trades 

Where it has the ability to use its own technology to connect to market infrastructure, CFM can achieve low cost, low 

latency and a high level of control over execution quality when trading using its memberships directly on an execution 

venue. Alternatively, CFM can use DMA brokers (and brokers) where this is likely to improve the execution quality without 

significatively increasing commissions paid by the client. CFM has a policy of not levying any commission when executing 

trades on behalf of clients on execution venues where it trades using a membership. 

 

The execution of certain trades can be carried out manually in markets where electronic connectivity to execution parties 

is not available or where the cost of executing manually is more favourable to clients. CFM has developed a trading 

infrastructure for manual trading, which is intended to control the manual trading process in accordance with a similar 

workflow to that applied when trading electronically. CFM’s trading systems are built to continuously take into account the 

total cost of trading defined as execution rates, price, commissions, exchange fees and clearing costs when generating 

orders. Certain trading systems also take into account the cost of financing at the point of executing a trade. The 

management of cost of trading is thus an integral part of CFM’s trading activities. The volume of trading and the type of 

orders will change as a function of the cost of trading.  

 

CFM has an obligation to monitor the effectiveness of its order execution arrangements; the monitoring process involves 

a periodic review (generally semi-annual) by CFM’s Internal Control team of transactions within each class of instrument 

to ascertain whether the best possible result was obtained in respect of those transactions, taking into account the relevant 

execution factors. CFM is continuously working on the improvement of its post-trade monitoring process, including 

statistical analysis of execution prices. On a semi-annual basis, Compliance tests the execution ratios of CFM’s trading 

activity for each asset class traded. The focus is to establish a stable trading pattern, where execution ratios and the 

lifetime of orders only evolve slowly over time. A semi-annual Best Execution report tracks key metrics.  

 

 

 

 

 

 

 

 

 

 

 

Note: The summary of CFM policies described above is updated whenever each relevant policy changes. The policies 

can be obtained upon request to Capital Fund Management SA. 

 

 

 

 

 
Call us +33 1 49 49 59 49   

Email us cfm@cfm.com 

Based in Paris with staff in London, New York and Toronto, we work in partnership with our 

clients worldwide. Find out more at: www.cfm.com  
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