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Forum  
September 19, 2014 

The French Social Investment Forum1 has awarded the European research prize for 
Finance and Sustainable Development to the study that Patrick Bolton and Frédéric 
Samama have conducted on loyalty shares.2 This award highlights the interest in  
L-Shares, for both issuers and investors.  
Last January, we noted the interest generated by this innovative tool in the context of our Corporate 
Governance Roundtable, where Frédéric Samama (Amundi) participated along with Jean-Hervé 
Lorenzi (President of the Cercle des économistes), Philippe Desfossés (ERAFP) and Joël Prohin 
(Caisse des dépôts).3 

L-Shares are indeed a simple and effective tool available to listed companies that want to reward their 
long-term shareholders. 

The device works as follows: The company grants to its shareholders warrants which allow them to 
subscribe to new shares at a predetermined preferential price if they have held their shares 
throughout a specified loyalty period.  

This scheme is open equally to all shareholders and is entirely voluntary, both for the issuer and the 
shareholders. Only shares held by the same person without interruption for the entirety of the 
reference period (i.e., the loyalty period, the duration of which is fixed by the issuer) will give rights to 
the allocation of these warrants. These warrants can also be sold at the end of the loyalty period, 
allowing shareholders who do not wish to subscribe to new shares to be rewarded for their loyalty by 
selling their warrants.  

Unlike shares with double voting rights, which were recently generalized by French legislation, the 
incentives of long-term shareholders in this instance do not compromise the principle of one-share-
one-vote which is sensitive to certain investors, in particular Anglo-Saxon investors.  

Moreover, L-Shares are a flexible device that each issuer can decide to put in place when it wishes, 
with conditions which best suit its needs. In particular, the issuer is not subject to the restrictive 
conditions applicable to bonus dividends.4 In addition, L-Shares are distinguishable from this 
mechanism in that they generate equity (up to the subscription price of the new shares) and do not 
consume distributable profit. 

                                                      
1 Founded in 2001, the French Social Investment Forum (Forum pour l’investissement responsable) (FIR) aims at 
promoting socially responsible investment. Since 2006, the FIR awards, along with the PRI (a network of international investors 
aiming at putting into practice the principles for responsible investing formulated under the auspices of the United Nations), 
provided a European research prize for Finance and Sustainable Development.  
2 “Loyalty-Shares: Rewarding Long-term Investors”, Patrick Bolton & Frédéric Samama published in the Journal of Applied 
Corporate Finance in the summer of 2013, volume 25, issue 3, pages 86 and following. Patrick Bolton is a Professor of 
Corporate Finance and Economics at Columbia University. Frédéric Samama is Deputy Director of the Institutional Clients 
Division at Amundi. He is also the founder of the research initiative on sovereign wealth funds, created in 2009. 
3 The Corporate Governance Roundtable is an initiative that Davis Polk launched to create an exchange of discussions and 
experiences between stakeholders and a selected audience. Last January, Davis Polk invited representatives of public and 
private investors, and listed companies as well as professional organizations to debate with Mr. Jean-Hervé Lorenzi (President 
of the Cercle des économistes and advisor to the Board of the Compagnie Financière Edmond de Rothschild), Philippe 
Desfossés (Director of ERAFP, the French public service additional pension scheme), Joël Prohin (Head of asset management 
for the in-house account of the Caisse des dépôts) and Frédéric Samama. 
4 Mainly, the number of shares eligible for the increase cannot exceed 0.5% of share capital per shareholder and the rate of 
dividend increase may not exceed 10%. 

http://www.davispolk.com/
http://www.frenchsif.org/isr/fir/
http://www.unpri.org/
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L-Shares therefore constitute an interesting device for issuers wishing to develop long-term 
shareholding. This may be the case for companies whose share capital has undergone a significant 
restructuring, for example, following an initial public offering or a debt restructuring resulting in 
creditors’ accessing the company’s share capital (debt-to-equity swap).  L-Shares may also help to 
encourage the shareholders of a company facing difficulties to support it. The announcement of an  
L-Share program may, for example, offset the decision not to distribute dividends for a given period.  

More generally, the adoption of L-Shares serves to foster management of companies to be less 
dependent on short-term horizons. In this regard, Amundi and Frederic Samama note that “many 
recognized professionals and leading researchers regularly express their concerns about the adverse 
effects of short-term pressures, inherent due to the disproportionate presence of ‘opportunistic 
investors’”. Yet, management that continues to concentrate on short-term financial results is more 
likely “to take decisions contrary to the objective of maximizing long-term profit, which is the only way 
that economic value is created for all stakeholders”.5 

 
5 For more information, refer to the Amundi Research Center of Amundi Asset Management, which is dedicated to long-term 
investment. 
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