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The Alternative Swiss Bourse

Unlike its competitors in Switzerland, the Bern Exchange didn’t merge with the other exchanges
in 1995 to create the Swiss Exchange, and now remains the only alternative Swiss stock market.
Although it accounts for a small part of the total trading in the country, it fills an interesting
niche. It is usually the first step in the road of private companies becoming public as it offers
them more visibility, lower fees, and less rigid disclosure requirements.

Q: What is the role of the Bern Stock
Exchange on the Swiss market?

A: Currently, there are only two stock
exchanges in Switzerland. The main
one is the Swiss Exchange, based in
Zurich, while | am the president of the
smaller one, the Bern Exchange. We
operate a niche market that accounts
for less than 1% of the total trading
volume in Switzerland, so we are not
representative of the big market. While
the Swiss Exchange is looking for the
companies with big market capitaliza-
tion, we attract the small companies
that might have a problem with visibility
if traded on a large exchange.

Switzerland has had stock exchanges
for the last 130 years. The country is
politically organized in different can-
tons, and many cantons had their own
stock exchanges, with the main ones
being in Geneva, Zurich and Basel. In
1995, however, the government intro-
duced the Swiss law that regulates
the trading activity. After the law was
introduced, the three big exchanges de-
cided to merge, while the smaller ones
ceased operations. The merger created
the Swiss Exchange, the main stock
market of Switzerland.

We were the only exchange that didn’t
participate in the merger. Instead, we
retained the legal form of a private
association under the Swiss law with
members being the major banks oper-
ating in Bern, including UBS and Credit
Suisse Private Banking.

We decided to keep the exchange as an
alternative to the main market for two
reasons. First, it is always good to have
more than one exchange, and keeping
the license was much easier than start-
ing a new exchange and receiving a new
license. Second, we acknowledged that
small companies might have a problem
with the visibility, the expenses, and
the disclosure policy of a big exchange.
That’s the situation that we face today
and it provides us with a niche and an
opportunity.

In Switzerland, there is also an OTC
market, which is an independent mar-
ket run by banks and brokers, gov-
erned by the banking law, not by the
exchange law. Our exchange provides
the opportunity for the companies
from the OTC market to get ready for
the big stock exchange and handle all
the legal, transparency, and reporting

o
President of the Berne Stock
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“The Bern Exchange is
focused on enabling the
smaller private companies
to take the step towards
going public,and on
providing investors with
liquidity and exposure to
more names.”

©2007 123JUMP.COM, INC. ALL RIGHTS RESERVED. TICKER AND TICKER.COM ARE REGISTERED TRADEMARKS OF 123JUMP.COM, INC. REPRODUCTION IN WHOLE OR IN PART IS STRICTLY PROHIBITED WITHOUT WRITTEN PERMISSION.



issues. If they feel big and important
enough, they can move to the Swiss Ex-
change later, when they fulfill the legal
requirements.

That’s how Switzerland ended up with
two stock exchanges, focused on
two different types of companies. Of
course, we communicate with each
other, but the two exchanges are totally
independent from each other.

Q: How is the trading organized on
the Bern Exchange? What trading
systems do you use?

A: Both of the exchanges use highly
electronic trading and settlement.
Clearing is also fully automatic since
1999, when we entirely changed the
systems, both in the Swiss Exchange
and the Bern Exchange.

The orders drive the market and, es-
sentially, our system matches the buy/
sell orders for the number of shares.
That process is guided by clear rules
and regulations and is done automati-
cally. The trading continues throughout
the day, from 9 am to 4 pm. The or-
ders may still come after the market is
closed, but we match them only during
the trading hours on a first-come, first-
served basis.

Q: Could you highlight some of the
characteristics of the companies
that trade on the Bern Exchange?
Do they come from specific sec-
tors? Are they mainly local or inter-
national?

A: We don’t target specific sectors,
pbut while the companies that go to
the main market are mainly interested
in getting money through the IPO, the
companies that come to our alternative
stock are different and require a differ-
ent approach.

These companies usually have been
in private hands for the last 10, 20,
or 50 years, and need to get a feeling
of what it means to be traded on the

stock market and to be open to the
public. That means that we don’t usu-
ally have young companies and most of
them come from the OTC market. The
revenues of most of the companies
listed on the Bern Exchange fall in the
range of 20 million to 50 million Swiss
Francs.

But targeting any specific sectors would
be difficult for us in that environment. In
Switzerland, there are about 400 listed
companies. From those 400 compa-
nies, about 10 companies account for
approximately 90% of the total volume.
The new company listings are relatively
small, at about 8 to 12 companies per
year.

The total size of the Swiss market in
terms of volume is approximately 1.5
trillion Swiss Francs. The biggest sec-
tor is healthcare and pharmaceuticals,
which account for about 28% of the to-
tal market capitalization. The second
biggest sector is banking, with about
18% of the total capitalization. Next is
the food industry, where a single com-
pany, Nestle, accounts for 17% of the
market. Industrials account for 9.5%,
and insurance for about 8.5%.

In general, Switzerland targets the bio
sector because many of the bio compa-
nies geographically are situated around
Switzerland. The acceptance for an IPO
in Switzerland seems to be better than
in Germany, France or Italy.

Q: What is the total number of
companies listed on the Bern Ex-
change?

A: There are 24 listed companies but
the number is growing. In the past, we
had a more closed policy because, dur-
ing the period of the implementation of
the new Swiss law, nobody really knew
how it was going to be organized. Prior
to that, the banks made most of the
turnover selling the stocks to each
other, and everyone traded UBS and
Novartis. Now the investor in Nestle,
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for example, can look up the price him-
self. We have an order driven system
on both stock markets, and the buyer
and the seller can follow their trades
exactly, trade by trade and share by
share.

The market trend has been positive in
the last few years. Of course, we also
have volatility and quiet periods, but
as long as the trend remains positive,
| expect more interest and more listed
companies. The potential for develop-
ment is good because there are many
companies already on the OTC market,
which will be more and more interested
in becoming public.

Q: How the forthcoming new EU
regulations will impact the Swiss
market, if at all, since Switzerland
is not part of the EU?

A: The new regulations would still have
an impact, as all the previous political
and economic EU regulations. The ef-
fect is that the Swiss Exchange will be
under pressure to follow the interna-
tional standards. The Bern Exchange,
however, will not be affected because,
as a national oriented exchange, we
don’t have international targets.

Q: Do you see future for new prod-
ucts, such as ETFs, derivatives,
contracts in oil, gold, agricultural,
or financial products, on the Bern
Exchange?

A: The derivatives represent an en-
tirely different market, which is much
more sophisticated, not in terms of
technical understanding, but in terms
of investment understanding. | expect
greater interest and importance of the
derivatives market, but at the moment
| don’t see it as very relevant for the
Bern Exchange. The Bern Exchange is
more focused on enabling the smaller
private companies to take the step to-
wards going public, and on providing
investors with liquidity and exposure to
more names.



Q: What are the expenses for trad-
ing on the Bern Exchange, com-
pared to the Swiss Exchange?
Does your revenue stream include
trading commissions or the sale of
stock market data?

A: The listing fees depend on how big
the company is and how many shares
it has, but the fee would be no more
than about $10,000 per year. Our ap-
proach is to offer much lower fees than
the Swiss Exchange. We do sell some
data, but it is a small-scale operation
because of our size. The Swiss Ex-
change can afford to sell market data,
and they even sell their technical trad-
ing as a commodity.

Forward-looking, | expect the exchange
to be generating the bulk of its rev-
enues from annual fees. So far the
revenues have always been calculat-
ed based on the trading volume, but
trading volume can go up and down.
To have better predictability, we lean
more towards annual fees paid by the
companies and the participants who
are licensed to trade with our system.
Overall, there should be three relatively
equal revenue streams - volume trad-
ing, participants, and listings.

Q: What is your strategy on trans-
parency and disclosure?

A: One of the unique features of the
Bern Exchange is that we don’t have
to follow the international standards,
which means that the disclosure may
be less prominent than on the big stock
markets. The big exchanges can afford
to ask for a lot of information, while we
are trying to attract the young compa-
nies, and it is more difficult for them to
provide detailed figures. For example, a
company owned by a few other share-
holders would hate to say how much it
earned.

But once they are used to disclosure,
it is no longer a problem for them to
comply with higher standards. Disclo-
sure requires a change of mindset,

and that’s why we have set lower initial
requirements. In that way we attract
new companies that would disclose in-
formation for a chance to finance the
company. They don’t have to give out
too much information, and then they
get used to it.

Another special feature of the Bern
exchange is that it is entirely Internet-
based. Any company or any broker who
wants to trade on the Exchange can
do so, if he is under the banking law
of Switzerland. The Swiss security ex-
change law says that participants can
trade only when they have the license
or the back of a broker in Switzerland.
But, technically, we are open for any
broker in the world.

Q: Does that strategy bring more
market makers?

A: The strategy brings market partici-
pants, but we don’t actually have mar-
ket making in Switzerland. We have an
order-driven system, not an action-driv-
en system like in the U.S. or the U.K.
This is strictly an order-matching mar-
ket. If we get a new participant and he
gets a new issuer, for example, we treat
him as a market maker. But if nobody
wants to buy the stock and everybody
sells the stock, the bank or the broker
in Switzerland is not really willing to
stand there for the stock. And that's a
good system because, after all, market
makers make markets only when they
can make money first. il
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BSE INFORMATION

Members of the Exchange 9
Participance of the Exchange 8

SEGMENTS & MARKETS

Amount of Shares Listed* 27
Amount of New Listings 2006 8
Amount of New Listings 2007 7

MARKET PERFORMANCE

Total Market Cap**
Turnover in 2006

CHF 14.32 billion
CHF 2.47 billion

KEY EXECUTIVE

Chairman of BSE Peter Heller

*shares only **index shares only

Source: BSE

Through its ExchangeTalk interview
series, Ticker reaches out to stock ex-
changes worldwide.

Our interviews reveal the size and
diversity of the available investment
options as well as the depth of global
capital markets. The format of the
publication is also designed to inform
readers of the growth in the invest-
ing community across developed and
emerging markets.

You can read interviews with port-
folio managers, financial analysts, and
other investment professionals at
Ticker.com.



