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Swiss decide not to decide
Following the non-decision of the Swiss government, Swiss stock
exchange equivalence is in question.
The Swiss Federal Council decided this afternoon not to approve the draft framework agreement
with the EU. Instead, it has opened a consultation phase with the cantons, political parties and
unions that could last until spring, but does not plan to organize a referendum. The chances of a
consultation approving the text are minimal, as the two largest parties (UDC and PS) are opposed
to the text and the unions also seem to be against it.
The question now is what will happen to Switzerland's stock market equivalence? The EU said this
week that if the Federal Council accepted the deal then the stock exchange equivalence would be
renewed for two years. Without the agreement of the Federal Council, stock exchange equivalence
would not be extended beyond December 2018. The deadline imposed by the EU for Switzerland
to accept the agreement was this December 7. As the agreement has not been approved, stock
exchange equivalence is threatened.
However, the President of the Swiss Confederation said that he has had discussions with JeanClaude Juncker, the President of the European Commission. He insisted that there has been
significant progress over recent months and that he wanted to cool things down. It seems,
therefore, that the Swiss authorities hope that the progress achieved will enable them to obtain an
extension of the equivalence of the exchange, at least temporarily. It remains to be seen what the
EU will decide.
Equivalence is necessary for European traders to carry out Swiss securities transactions directly on
the Swiss market. Without equivalence, European traders would be forced to trade Swiss securities
on European platforms rather than on Swiss stock exchanges. For the Zurich Stock Exchange, this
would be a real problem because currently the majority of trading of the main Swiss shares is
carried out by brokers based in the EU. In practice, a large part of the liquidity of Swiss shares
would be migrated to the European stock exchanges and the Swiss stock market would see its
volume of transactions drop drastically. The Swiss Finance Minister estimates that the volume of
trading would decrease by 70-80% without equivalence. This situation could lead Swiss issuers to
consider transferring their main listings to European regulated markets, thus diminishing the
position of the Swiss financial centre and impacting the entire Swiss economy.
If the EU decides not to renew equivalence, this could impact the long-term relationship between
Switzerland and the EU. This would be very unfavorable for the Swiss economy, with the EU its
main trading partner.
Read our piece excplaining the context at https://think.ing.com/articles/danger-on-the-swiss-stockexchange/
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Disclaimer
This publication has been prepared by the Economic and Financial Analysis Division of
ING Bank N.V. ("ING") solely for information purposes without regard to any particular
user's investment objectives, financial situation, or means. ING forms part of ING
Group (being for this purpose ING Group NV and its subsidiary and affiliated companies).
The information in the publication is not an investment recommendation and it is not
investment, legal or tax advice or an offer or solicitation to purchase or sell any
financial instrument. Reasonable care has been taken to ensure that this publication
is not untrue or misleading when published, but ING does not represent that it is
accurate or complete. ING does not accept any liability for any direct, indirect or
consequential loss arising from any use of this publication. Unless otherwise stated,
any views, forecasts, or estimates are solely those of the author(s), as of the date of
the publication and are subject to change without notice.
The distribution of this publication may be restricted by law or regulation in different
jurisdictions and persons into whose possession this publication comes should inform
themselves about, and observe, such restrictions.
Copyright and database rights protection exists in this report and it may not be
reproduced, distributed or published by any person for any purpose without the prior
express consent of ING. All rights are reserved. The producing legal entity ING Bank
N.V. is authorised by the Dutch Central Bank and supervised by the European Central
Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no.
33031431 Amsterdam). In the United Kingdom this information is approved and/or
communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is
subject to limited regulation by the Financial Conduct Authority (FCA). ING Bank N.V.,
London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING
Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of
ING, and which has accepted responsibility for the distribution of this report in the
United States under applicable requirements.
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