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Prospects for Global Equity Capital Markets

Prospects for global equity capital markets
Global capital markets have faced a number of serious
headwinds in 2022. The strong recovery in demand in the
second half of 2021 and early 2022 combined with the
supply side shock of the Ukraine war has led to a signiﬁcant
rise in commodity prices which in turn has fed into a sharp
increase in inﬂation notably in the US, UK, EU and a number
of emerging economies. In response, Central Banks, led by
the Federal Reserve
have started tightening
monetary policy,
both by raising
ofﬁcial interest rates
A number of surveys showed
and by withdrawing
investors “de-risking” investment
liquidity, with notably
positions by raising cash,
the Fed moving from
focussing on defensive
quantitative easing to
equity sectors
tightening . Given that
.
the major expansion
in ﬁscal policies in a
number of countries
in 2020 and early
2021, in response to
the impact of covid on economies, has started to
dissipate , investors have increasingly become concerned
that the global economy is starting to slow down with
a rising risk of recession. The Chinese economy has
shown particular weakness in the second quarter of 2022
given the effects of the “zero covid” policies, the downturn
in the real estate market and supply chain disruption with
both production and consumption indices showing a
reversal in previously strong growth in late 2021 and early
2022.

“

down by close to 20%, while the Nikkei 225 has shown a
loss of approximately 7%. Of note has been the mediocre
performance of ﬁxed income markets and credit markets
with the S&P investment grade bond market down by close
to 10% with the high yield market showing a negative
performance of 8%, ie, investors have faced the challenge
of both ﬁxed income and equity markets generating
negative returns.
In April and May 2022, there was a major repositioning of
investor portfolios. A number of surveys showed investors
“de-risking” investment positions by raising cash, focussing
on defensive equity sectors where markets were less
sensitive to higher inﬂation, slower growth, monetary
tightening and geopolitical factors and running exposures
to commodity markets. Investors have started to reduce
their underweight positions in ﬁxed income markets despite
the persistence of negative real yields. The tech sectors
have seen heightened volatility but generally investors have
taken a more cautious approach to tech investment. In
addition , of note, has been the decline in assets which
were arguably supported by high levels of liquidity, eg,
crypto currencies, SPACs and what are termed “ meme”
stocks.

Equity market valuations in a number of capital markets
became elevated by historical standards in early
2022 with investor surveys at the time showing a strong
commitment to equity markets and a combination of
these headwinds, valuations and investor positioning has
led to signiﬁcant market weakness in the ﬁrst half of 2022.
For the ﬁrst ﬁve months of 2022, the S&P has shown a
negative return of approximately 12% with the Nasdaq
down by over 20%. In Europe , the EuroStoxx fell by over
10% with investors concerned over the impact of the
Ukraine war on European markets. In Asia, while selected
Asean markets have shown gains, in China, the CSI 300 is
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Valuations have now retreated in a number of markets.
The price earnings ratio on MSCI All World has decreased
to less than 15 compared with over 20 in 2021,while
although the US market PE is still 17 ( compared with a
recent peak of close to 24 ), the Eurozone PE is a “not
unreasonable” 12, while the Japanese PE is 12.5 and
the corresponding ﬁgures for the UK and China are close
to relatively undervalued levels at 10. Emerging equity
markets which are correlated with commodity prices have
outperformed but the tightening in monetary policies has
had a negative effect on emerging markets with the PE
falling to 11 from close to 17 in 2021. One sector that
has seen a major adjustment in valuations is technology
where, for example, the US tech sector valuation has
fallen from over 30 to around 20 while the Chinese tech
sector has seen a signiﬁcant decline from a PE of over
35 to less than 14. US tech companies have low levels of
leverage, signiﬁcant liquidity positions and are planning
historically high share buybacks . Investors may start to
move cash positions back into equity markets given the
under performance of most markets in the ﬁrst half of 2022
and the adjustment in valuations from levels that were
elevated historically at the end of 2021 and in early 2022.
Macro economic headwinds may start to be less
adverse towards the end of 2022 and in early 2023.
Notably, recent commodity price movements show a
more stable pattern ; a number of metals prices which
were boosted by disruption to Russian supplies such as
aluminium and nickel have started to decline , while in
energy markets, the upward pressures on gas prices have
reversed in response to increased LNG supplies to Europe,
a rise in supply from renewables and lower demand in
response to higher prices. Supply chain disruption may
start to ease as Covid restrictions are reduced in China.
Consensus estimates currently indicate that US inﬂation
may ease to less than 3% in early 2023 with Eurozone
inﬂation at 3% and Japanese and Chinese inﬂation at
approximately 1%. Therefore, the pressure on Central Banks
to rein in inﬂationary expectations will become less pressing
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and after the Federal Reserves tightening of policy in the
second and third quarters of 2022, a more moderate
stance may be adopted while the pace of ECB tightening
will be slow when the Bank of Japan is “on hold” with the
Peoples’ Bank of China easing policy to boost Chinese
growth. The IMF is forecasting GDP growth in 2023 of
2.3% in the US, EU and Japan and Chinese growth should
respond to the easing in both monetary and ﬁscal policies
while India continues to stand out as a high growth
economy. While the risk of recession cannot be ignored,
the central case is a downturn in growth to a moderate
level rather than an outright contraction in activity.
Therefore, the deceleration in corporate earnings growth
which has been evident in. 2022 may start to stabilise.

“

While there is a case
for arguing that equity
market performance
will be less adverse
than in the ﬁrst half of
Macro economic
2022, clearly equity
headwinds may start to
returns will be less
be less adverse towards
positive than in 2021 (
the end of 2022 and i
when the MSCI all world
n early 2023.
index rose by 17% ),
but a number of the
headwinds challenging
markets described
above should now
be less pronounced.
Outperforming sectors will tend to be those where dividend
yields are enhanced or supported by share buybacks,
where earnings growth is robust in a period of slow growth
and where inﬂation is only declining slowly and most
notably where valuations are attractive. There inevitably will
be a bias in investor positioning to more defensive sectors
where value is pronounced.
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International Equity Capital Markets Review – Argentina

Introduction.
According to the World Bank,1 Argentina is one of the
largest economies in Latin America, with a Gross Domestic
Product (GDP) of approximately US$450 billion. With a
population of over 41 million, Argentina has vast natural
resources in energy and agriculture, with extraordinary
fertile lands, gas and lithium reserves, and a great potential
for renewable energy. In addition, Argentina´s tech industry
is in the centre of the
international scene.

“

Argentina is one of the largest
economies in Latin America,
with a Gross Domestic Product
(GDP) of approximately
US$450 billion.

The Argentine capital
market, however,
is relatively small
compared with other
countries of the region.
Both macroeconomic
volatility and a weak
institutional framework
have restrained the
development of the
domestic market.

Macroeconomic Overview.
The historical volatility of economic growth has limited the
country’s development. According to ofﬁcial information,
Argentina’s real GDP decreased by 2.5% in 2018, and by
2.2% in 2019. In 2020, Argentina’s real GDP decreased
by 9.9%, mainly due to the measures adopted by
the government to address the effects of the ongoing
COVID-19 pandemic. In 2021, the economy began to
recover, with a GDP growth of 10.3%, although below the
pre-pandemic levels.
Currently, Argentina’s economy remains vulnerable
and unstable, and continues to show macroeconomic
imbalances. In recent years, the Argentine government
has substantially increased public expenditures. In 2021,
the government reported a primary ﬁscal deﬁcit of
approximately 3% of GDP. In addition, inﬂation remains
high, with an increase of 50.9% in 2021, compared to
36.1% in 2020. Moreover, ﬂuctuations in the value of the
peso continue to affect the Argentine economy. In 2021,
the peso depreciated approximately 20% with respect to
the U.S. dollar.

Regarding its external debt, during 2021 the government
managed to conclude the process of restructuring all its
debt in foreign currency (both local and external). More
recently, after extensive negotiations with the IMF, the fund
approved a new 30-months arrangement in an amount
of US$ 44 billion, which allows a new disbursement of US$
9 billion. The program seeks to improve public ﬁnances
and start to reduce persistent high inﬂation through a
multi-pronged strategy, involving a gradual elimination of
monetary ﬁnancing of the ﬁscal deﬁcit and enhancements
in the monetary policy framework.
On June 24, 2021, however, Morgan Stanley Capital
Index (“MSCI”) reclassiﬁed the Argentine market from
the “Emerging Markets” category to the “Standalone” or
“Independent Markets” category, classiﬁcation that is
reserved for those countries that have accessibility barriers
to foreign investors, political tensions, small capital markets
and poor economies or that lack adequate regulations.
The downgrade to “standalone” status, which came just
three years after the index provider raised the country’s
shares from frontier to emerging-market status, was
prompted by Argentina’s ongoing capital controls.

Capital Market Structure.
The regulatory body responsible for regulating the capital
markets in Argentina is the National Securities Commission
(Comisión Nacional de Valores or CNV). Capital Markets
Law No. 26,831 is the primary piece of legislation
governing the public offering of securities and the structure
and participants of the Argentine capital markets.

1 https://www.worldbank.org/en/country/argentina/overview#12 Source: Australian Bureau of Statistics, Managed Funds, Australia, Mar 2021, cat. no. 5655 (3 June 2021).
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In Argentina, the most developed market is that of
sovereign debt. The corporate debt and equity markets
are signiﬁcantly smaller. According to a report prepared by
the OECD,2 the 2001-2002 crisis put the Argentine equity
market into a declining trend for a decade, reaching a
record low in 2012. The growth of equity markets since
2012 is explained by increased dynamism of existing ﬁrms
rather than the entrance of new players. Actually, in the
last decades, the number of de-listings has outperformed
those of new listings. On the investors side, the role of
institutional investors remains low in equity markets.
The S&P MERVAL Index, Argentina’s main index, measures
the performance of the largest, most liquid stocks
trading on the Bolsas y Mercados Argentinos Exchange
(BYMA). Currently, the constituent companies of the index
include Aluar (aluminium smelter), BBVA Argentina (ﬁnancial
services), Banco Macro (ﬁnancial services), Sociedad
Comercial del Plata (holding), Edenor (electricity), Grupo
Financiero Galicia (ﬁnancial services), Pampa
Energía (energy), Ternium (steel), Telecom
Argentina (telecommunications), and YPF (oil and gas).

Recent Regulatory Reforms for SMEs.

Outlook for 2022
The deal with the IMF and the apparent slowdown of the
COVID-19 pandemic are hopeful signs for the domestic
equity market. However, addressing the macroeconomic
situation and developing a robust institutional framework
are the key to expand and develop the domestic equity
market, which has been punished with decades of political
and economic ups and downs.

“
The 2001-2002 crisis put
the Argentine equity
market into a declining
trend for a decade,

In recent years, the Argentine government passed certain
reforms to the capital markets legal framework aimed
at attracting more investments as well as expanding
the range of ﬁnancing options, especially for small- and
medium-sized enterprises (SMEs).
In particular, in August 2021, the CNV issued General
Resolution No. 899 approving a new separate intermediate
regime for the public offering of shares and notes issued by
SMEs, that due to their administrative or personnel structure,
or due to their economic conditions, ﬁnd difﬁcult to comply
with the regulatory requirements of the general regime
established for large issuers. The new regime reduces the
disclosure, corporate governance and regulatory burden
required for SMEs to go public.

2 https://www.oecd.org/corporate/ca/Argentina-Latin-America-Equity-Markets.pdf
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SURMOUNTING CHALLENGES AND PREPARING FOR THE FUTURE –
THE HONG KONG IPO MARKET CONTINUES TO DEVELOP

DEACONS
BIO

Ronny Chow
Partner, Head of Corporate Finance Practice Group
ronny.chow@deacons.com
+852 2825 9435
www.deacons.com

Ronny has 30 years’ experience in the corporate ﬁnance
ﬁeld and his practice spans across corporate ﬁnance
and securities work as well as private and public mergers
and acquisitions and private equity transactions. He is
particularly well-known for advising on initial public offerings
(IPOs) and listings on the Hong Kong Stock Exchange.
He advises listing applicants as well as IPO sponsors and
underwriters, including BNP Paribas, BOCOM, CCBI, CICC,
DBS, Haitong, and Guotai Junan. He has advised on over
100 IPOs/new listings of companies in a broad range
industries, some of which are well-known international/
domestic household names and enterprises. He also
led Deacons’ team in advising on a signiﬁcant number
of public takeover transactions including privatisations
and business streamlining, as well as secondary share
offer transactions including rights issues / open offers and
placing of shares of Hong Kong listed companies.
Ronny is a member of the Listing Review Committee of
the Main Board and GEM of The Stock Exchange of Hong
Kong Limited. He has been recognised as a leading lawyer
in Capital Markets (Equity) by Legal 500, Chambers and
Partners and IFLR 1000.

8

DEACONS
BIO

Peter Cheng
Partner, Corporate Finance Practice Group
peter.cheng@deacons.com
+852 2826 5390
www.deacons.com

9

Peter is an experienced equity capital markets (ECM)
lawyer. He has a particular practice focus on Hong
Kong IPOs, and has advised on a wide range of ECM
transactions, compliance with Hong Kong Listing Rules,
mergers and acquisitions and private equity investments.
Peter has extensive experience in advising on IPOs and
other capital market transactions for, and investments into,
China-based and Hong Kong-based companies in the
TMT sector. Peter has also advised on the IPOs and other
capital market transactions of a number of China-based
passenger vehicle retailers and property developers.
In 2016, Peter was seconded to the Hong Kong Stock
Exchange’s Listing and Regulatory Affairs Division where he
was primarily involved in reviewing listing applications as
well as developing listing related polices in Hong Kong. In
2009, he was seconded to the legal department of the
Hong Kong ofﬁce of Morgan Stanley where he focused on
ECM transactions.
Prior to joining Deacons, Peter worked in the Corporate
Department of a leading US-headquartered law ﬁrm in
Hong Kong. Peter has also practiced law with a magic
circle ﬁrm and two other international law ﬁrms in Hong
Kong.

SURMOUNTING CHALLENGES AND PREPARING FOR THE FUTURE –
THE HONG KONG IPO MARKET CONTINUES TO DEVELOP

Rising above the challenges
Hong Kong Exchanges and Clearing Limited (“HKEX”) in
2019 announced a strategic plan for 2019 to 2021 to
make Hong Kong the “Global Markets Leader in the Asian
Time-Zone”. The subsequent two years were very tough
for the city’s economy. Hong Kong adopted strict antipandemic policies when COVID-19 emerged, shortly after
the announcement of the strategic plan; and recorded a
6% decrease in gross
domestic product in
2020, the worst drop in
the last 60 years. Apart
from COVID-19, there
have also been other
Despite the challenging
severe challenges
backdrop, HKEX has
for the city’s ﬁnancial
continued to put signiﬁcant
markets, including a
effort into reviewing and
tightened regulatory
reﬁning the listing regime.
environment in
various sectors in
Mainland China
such as technology
and education,
and persisting SinoUS tensions which have increased market uncertainty.
Nevertheless, the volume of business in Hong Kong’s
equity capital markets has been respectable, with over
HK$400 billion being raised in 146 IPOs in 2020 and a
further HK$328 billion raised in 96 IPOs in 2021. A particular
feature in 2021 was that 54 of the newly listed companies
were new economy companies (32 of which were in
healthcare or biotech), accounting for 86.6% of the IPO
funds raised.

“

Importantly, despite the challenging backdrop The Stock
Exchange of Hong Kong Limited (“SEHK”), a wholly-owned
subsidiary of HKEX, has continued to put signiﬁcant effort
into reviewing and reﬁning the listing regime. Under the
leadership of Mr. Alejandro Nicolas Aguzin, the newly
appointed CEO of HKEX since May 2021, HKEX continued
to introduce new initiatives in 2021. The trend of increased
new economy listings, coupled with these reforms, place
Hong Kong in a good position to continue to attract a
strong pipeline of IPOs.

Special purpose acquisition companies (“SPAC”)
listing regime
Among the new reforms, the new SPAC regime which
took effect on 1 January 2022 is the talk of the town this
year. It was introduced under a new Chapter 18B of
the Rules Governing the Listing of Securities on the SEHK
(“Listing Rules”) to cater for issuers’ and investors’ demands,
following the proliferation of SPAC issuance in the US where
SPAC IPO proceeds surged from US$10.0 billion in 2017 to
US$153.22 billion in 2021. The enthusiasm for SPACs in Hong
Kong can be seen from a total of 12 listing applications, of
which one has successfully listed, as at 30 April 2022.
A SPAC is an issuer that has no operating business and
is established by the SPAC promoters (typically referred
to as “sponsors” in US SPACs) for the sole purpose of
conducting an acquisition of or a business combination
with a target (“de-SPAC target”) within a pre-deﬁned time
period to achieve a listing of the de-SPAC target (“de-SPAC
transaction”). Due to this speciﬁc nature, unlike traditional
IPOs, SPAC warrants may also be issued to SPAC investors
in addition to shares as a “sweetener” to compensate for
the uncertainty and lack of return between the IPO and the
de-SPAC transaction.
As an incentive for SPAC promoters to establish and
manage a SPAC, they typically subscribe for promoter
shares at a nominal price, and they would typically also
purchase promoter warrants (convertible into the shares of
the successor company after the completion of a de-SPAC
transaction) at a value to cover the fees and expenses
relating to the SPAC IPO and other expenses prior to the
completion of a de-SPAC transaction. SPAC promoters are
hence likely to beneﬁt more from the rise in share prices
following the completion of a de-SPAC transaction as
compared to other SPAC investors. The success of SPACs in
sourcing a suitable de-SPAC target and completing a deSPAC transaction depends to a large extent on the SPAC
promoters’ experience and competence. In view of their
responsibilities and signiﬁcant potential upside, the SEHK
has imposed strict requirements regarding their suitability
and eligibility to protect SPAC investors, including that at
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least one of the SPAC promoters must be a ﬁrm holding
a Type 6 (advising on corporate ﬁnance) and/or a Type 9
(asset management) licence issued by the Securities and
Futures Commission (“SFC”). Further, to ensure that SPAC
promoters have skin in the game through having capital
at risk to align their interests with those of SPAC investors,
the SEHK provides SPAC investors with an option to redeem
their shares at an amount per share not less than its initial
issue price, by requiring all the funds raised from the IPO
to be held in a ring-fenced escrow account. This would
ensure that SPAC promoters incur all expenses to establish
and maintain the SPAC, which would not be recoverable
if a de-SPAC transaction is not completed. All of these
provide stronger safeguards to SPAC investors in Hong
Kong, thereby increasing their conﬁdence in the emerging
domestic SPAC market.
We believe that the potential for the SPAC market in Hong
Kong is enormous, especially given the large pool of
potential de-SPAC targets in Asia. Moreover, with greater
price certainty and more ﬂexibility on deal structures as
compared to traditional IPOs, we believe that the new
regime will attract potential promoters to set up SPACs in
Hong Kong.

Revamped overseas listing regime
Apart from introducing the SPAC regime, HKEX continues to
develop Hong Kong as a listing and capital raising hub for
major global and regional companies on either a primary
or secondary basis, so as to attract global investments
seeking exposure to Asia Paciﬁc companies and PRC
investors seeking international exposure. Since the reforms
on the secondary listing route in 2018, there has been
an increasing number of US-listed Greater China issuers
seeking “homecoming” secondary listings on the SEHK. In
particular, the SEHK has streamlined the listing regime for
overseas issuers in the following three main aspects, which
took effect on 1 January 2022:
Secondary listing – To cope with the increasing number of
and continue to attract more “homecoming” secondary
listings, the secondary listing requirements for Greater
China issuers without a weighted voting rights (“WVR”)
structure were relaxed by (i) removing the “innovative
company” condition and (ii) lowering the market
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capitalisation requirement to HK$3 billion, to align with
the requirements for other secondary listing applications
without a WVR structure, on the basis that the level of risk to
shareholders’ interests that these issuers pose should not be
materially different from that posed by non-Greater China
overseas issuers.
Dual primary listing – “Grandfathered Greater China”
issuers and “non-Greater China” issuers which are primary
listed on a qualifying exchange (e.g. New York Stock
Exchange LLC) are now allowed to primary list directly
on the SEHK, even though their WVR or contractual
arrangement structures do not fully comply with the Listing
Rules or the relevant guidance letters. The SEHK explained
that these issuers are already allowed to dual primary list
with non-compliant WVR and/or contractual arrangement
structures under the then regime by ﬁrst being secondary
listed in Hong Kong, and subsequently being regarded
as dual primary listed (i.e. “two-step” route). Further, they
must still meet the suitability and eligibility requirements
of the Listing Rules
for secondary listing
of qualifying issuers
with a WVR structure.
Therefore, the level of
HKEX continues to
shareholder protection
will not be reduced.
develop Hong Kong as

“

a listing and capital raising
Uniﬁed shareholder
hub for major global and
protection
regional companies.
standards - Instead
of having inconsistent
shareholder protection
requirements for
different jurisdictions, a
baseline level of shareholder protection requirements has
been adopted for all issuers regardless of their place of
incorporation. Such uniﬁed core standards cover various
areas such as shareholders’ rights, notice and conduct of
general meetings and restrictions on the term of a director
appointed to ﬁll a casual vacancy. This amendment
has received general support from the market as a
common set of core standards will impart clarity to the
relevant requirements, facilitate compliance and offer the
same level of protection to all investors regardless of the
jurisdiction of the issuers.

New conduct requirements for capital market
intermediaries (“CMIs”)
Whilst opening up the market with new reforms such as the
new SPAC regime and the relaxed overseas listing regime,
the Hong Kong regulators have put equal emphasis on
measures to promote a higher standard for the conduct
of market practitioners, taking into account reports issued
by the International
Organisation of
Securities Commissions
to address conﬂicts
of interest and
associated risks in
The MBPR has been
equity capital raising.
increased by 60%,
In particular, the SFC
resulting in an aggregate
aimed to address
proﬁt threshold of
intermediaries’
conduct issues,
HK$80 million.
tackle issues arising
from competitive
pressures and align
incentives with the
responsibilities of CMIs
by setting out speciﬁc requirements governing the conduct
of bookbuilding and placing activities by CMIs in equity
capital markets.

“

A new paragraph 21 will be introduced into the Code of
Conduct for Persons Licensed or Registered with the SFC
(“Code of Conduct”), taking effect on 5 August 2022, to
set out the responsibilities and standards of conduct for
CMIs involved in bookbuilding and placing activities in IPOs,
including CMIs which conduct overall management of an
offering, coordination of bookbuilding or placing activities
and advising issuers on pricing and allocations (i.e. the
overall coordinators (“OC”)). For instance, CMIs should take
reasonable steps to obtain an accurate understanding of
the business, operation and ﬁnancial condition of the issuer
and ensure transparency in the bookbuilding process. They
should also not offer any rebates to investor clients.
Furthermore, the concept of “sponsor coupling” was
introduced where, in a Main Board IPO, at least one
sponsor (or one of its group companies) must also be
appointed as an OC for the IPO. The SFC believes that the
CMI playing both the roles of an OC and a sponsor, with a
better understanding of the issuer through its due diligence

work, should be in a better position to give quality advice
to the issuer, and this would help address the concern that
sponsors may compromise their due diligence enquiries
in order to win the OC role, especially given that sponsors
often face ﬁerce competition from non-sponsors for that
role.
We believe that with the revised Code of Conduct,
the interests of issuers and investors should be further
protected. Since the revised Code of Conduct will come
into effect in less than two months’ time, CMIs should by
now have already reviewed their existing policies and
procedures and made necessary changes to ensure
compliance with the new requirements. Intermediaries
should take into account the extra time, costs and
resources involved in code compliance when planning for
upcoming deals.

Increase in Main Board Proﬁt Requirement
(“MBPR”)
The SEHK’s effort in strengthening investor protection can
also be seen from the increase in the MBPR for the listing
of companies pursuant to Chapter 8 of the Listing Rules,
to align with the increase in the market capitalisation
requirement from HK$200 million to HK$500 million in
February 2018, and to address a resulting regulatory
concern that since February 2018, there had been an
increase in listing applications from issuers which barely
met the MBRP but had relatively high P/E ratios. Although
such high P/E ratios were typically justiﬁed by potential
growth and expansion, an alarming number of them failed
to meet their proﬁt forecasts after listing. Concerns were
raised as to whether these issuers were genuinely listed with
the intention to raise funds for the development of their
underlying businesses, or in fact just inﬂated their valuations
merely to meet the market capitalisation requirement. As
such, the SEHK has increased the MBPR and ramped up
its efforts to combat the above regulatory issues jointly with
the SFC.
With effect from 1 January 2022, the MBPR has been
increased by 60%, resulting in an aggregate proﬁt
threshold of HK$80 million; while the proﬁt spread has been
amended from a 60%:40% split to a 56%:44% split, such
that the minimum aggregate proﬁt required for the ﬁrst
two ﬁnancial years of the track record period is now HK$45
million and that for the ﬁnal ﬁnancial year is HK$35 million.
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After the consultation was launched in November 2020,
there were concerns from the market on the necessity
and proposed timing to increase the MBPR, given that
the city had yet to recover from the impact on the
economy caused by the social unrest in 2019, the ongoing
COVID-19 pandemic and uncertainties arising from Sino-US
political tension. The SEHK has taken these concerns into
account as they may grant temporary relief from the proﬁt
spread requirement on a case-by-case basis. We likewise
believe and hope that the SEHK will exercise their discretion
in granting such relief in a ﬂexible manner for the beneﬁt of
the economy in light of the current market conditions.

Introduction of Fast Interface for New Issuance
(“FINI”)
Apart from strengthening fundamental rules, streamlining
existing regimes and creating new opportunities, the HKEX
also announced in July 2021 the introduction of new
technological measures to modernise the IPO settlement
process and increase the competitiveness of Hong
Kong’s IPO market, by rolling out a new software platform,
FINI, tentatively in June 2023. Through this new platform,
all parties involved in an IPO as well as the regulatory
authorities will be able to collaborate and perform their
respective roles digitally, efﬁciently and seamlessly. Further,
the settlement cycle will be shortened from T+5 days to
T+2 days before listing, closing the gap between Hong
Kong and the T+1 settlement timetable in New York and
London.
This is a positive change that will reduce market risks for
all parties involved, provide investors with faster access to
transactable shares, and better adapt to the digital era.
Quicker settlement brought by FINI will increase market
efﬁciency and reinforce Hong Kong’s position as the world’s
premier IPO market.

Major developments to be expected in 2022 and
beyond
Going forward in 2022 and beyond, HKEX can be
expected to continue to develop Hong Kong’s equity
capital markets and enhance their quality. Regarding
market development, the SEHK will review the IPO eligibility
requirements for issuers from specialist technology sectors
that currently have difﬁculties in raising capital on the Main
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Board due to the eligibility tests, and conduct a review
of GEM (previously known as “Growth Enterprise Market”)
regarding its positioning, market perception and viability
as an alternative to the Main Board. Consultations on
proposals to optimise the IPO price discovery process and
market infrastructure are also expected to be launched.
As for market quality enhancement, Ms. Bonnie Chan, the
Head of Listing of HKEX, highlighted on the HKEX Corporate
Day 2022 that they will be dedicating substantial time and
resources to the environmental, social and governance
(ESG) area in 2022. In order to assist issuers in complying
with the disclosure requirements aligned with the
recommendations by the Task Force on Climate-Related
Financial Disclosures,
which will become
mandatory by 2025,
the SEHK will focus on
continuous ESG review
Going forward in 2022
and analysis and
and beyond, HKEX
raise ESG awareness
can be expected to
in the market through
continue to develop
the ESG academy, a
Hong Kong’s equity capital
centralised education
markets and enhance
platform. FINI is also
their quality.
expected to be rolled
out.

“

It has always been
HKEX’s aim to
maintain Hong Kong as an attractive, competitive and
trusted capital raising centre. The Hong Kong market has
demonstrated its vibrancy and resilience though continued
business ﬂow, the new SPAC regime and the enhanced
overseas listing regime to attract more and novel types of
listings, as well as updated regulations to beneﬁt market
players. Looking forward, we expect that the SEHK, in its
role of a frontline regulator, will continue to develop policy
initiatives to prepare for upcoming challenges and capture
future opportunities. We look forward to all the new exciting
changes, which we believe will bring about prosperity to
the Hong Kong market in 2022 and beyond.
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Wee Woon Hong, the Director of Opal Lawyers LLC, has
been practising law largely in the ﬁeld of corporate legal
practice. She has more than 15 years of work experience
handling IPO listing work and legal matters for listed
companies. She has also handled several joint venture and
shareholders agreements, and investment agreements
for clients. She has handled the IPO assignments of
more than 30 companies which have been successfully
listed in the SGX-ST in the past years either as the role of
Solicitors to the Invitation or Solicitors to the Issue Manager,
Underwriter and Placement Agent. Some of the major
IPOs which she handled included China Sky Chemical
Fibre Co., Ltd, a high end nylon ﬁbre manufacturer which
raised more than S$100 million in 2005, and China Sun
Bio-chem Technology Group Company Limited, a corn
starch and modiﬁed starch producer which raised close to
S$70 million in 2004, during their respective IPO exercises.
She was also the legal adviser to the Financial Adviser in
the Reverse Takeover (RTO) of Teamsphere Limited (now
known as Delong Steel Limited) which was one of the few
successful RTOs which took place in 2004. Her recent
completed IPOs include the spin-off and listing of Lian
Beng Group Ltd’s subsidiary, SLB Development Ltd which
raised more than S$50 million in 2018, and the listing of
Pipeline Engineering Holdings Limited which raised more
than HK$100 million on the Mainboard of the Hong Kong
Stock Exchange in 2019.
In addition, she has also handled several matters involving
major transactions and share placement exercise by
public listed companies, and regularly advises listed
companies on listing and corporate compliance matters.
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Sim Yok Teng was admitted to the Singapore Bar in 2014,
and has handled corporate actions and legal work for
both listed and private companies. She is ﬂuent in both
English and Mandarin and regularly advises clients on
listing, M&A, corporate compliance and intellectual
property matters.
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Some of her notable assignments include:
•
Acting for Lian Beng Group Ltd as offeree during a
mandatory general offer with a valuation of more
than S$267 million in 2021
•
Acting as advisors on Singapore law in the listing of
Pipeline Engineering Holdings Limited which raised
more than HK$100 million on the Mainboard of the
Hong Kong Stock Exchange in 2019
•
Completing the spin-off and listing of Lian Beng Group
Ltd’s subsidiary, SLB Development Ltd which raised
more than S$50 million in 2018
•
Advising Healthway Medical Corporation on a fundraising exercise in 2017 of S$70 million and related
compliance matters during a takeover attempt
•
Acting for Cityneon Holdings Ltd as offeree during a
mandatory general offer with a valuation of S$220
million in 2017
•
Advising Taiwanese clients and handling all aspects of
the acquisition of a Singapore group engaged in the
distribution and supply of electronic products worth up
to S$100 million in 2015
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Singapore Equity Capital Markets – Stability in Uncertain Times

Heavyweight regardless of size
As a small red dot nation with a total surface area of only
728.6 square kilometres, Singapore has developed a
reputation for punching above its weight regionally and
even globally. Constantly ranked among the top nations
for ease of doing business and political stability, it is no
surprise that Singapore continues to be an attractive
destination for foreign investment and establishment of
business operations for
the Asia Paciﬁc region.

“

In this regard, the
Singapore capital
markets also continue
a similar trend. The
amount raised by
Singapore listing
debutants from 2016
to 2020 was second
only to Thailand, far
outstripping Indonesia
and Malaysia
respectively. Please
refer to Table 1 for
amount raised during initial public offerings (IPOs) from
2016 to 2020.

Given the demonstrated ability
of Singapore issuers to raise
both equity and debt capital, and
its sterling reputation for rule of
law and stability, we expect
Singapore to remain a
serious choice of listing
destination for debutants
in the region in 2022 and 2023.

Table 1: Amount raised during initial public offerings
(IPOs) from 2016 to 20201

1

Year /
Amount
raised
(US$
million)

Singapore

Malaysia

Thailand

Indonesia

2020

968

490

4,356

377

2019

2,263

447

2,996

1,052

2018

551

166

2,850

1,132

2017

3,492

2,219

2,912

1,024

2016

1,662

366

1,502

922

Total:

8,936

3,688

14,616

4,507

Table 2: Number of IPOs from 2016 to 20201
Year /
Number
of IPOs

Singapore Malaysia

Thailand

Indonesia

2020

11

19

28

51

2019

11

30

34

55

2018

15

22

23

57

2017

20

13

46

37

2016

16

12

27

16

Total

73

96

158

216

Average

14.6

19.2

31.6

43.2

Singapore companies also outperform regional peers to
raise debt capital. The amount raised by Singapore issuers
from 2016 to 2020* has increased as seen in Table 3
below.
Table 3: Amount of Singapore corporate bond issuances
from 2016 to 20202
Year / Amount issued

Singapore (US$ billion)

2020

163.9

2019

170.5

2018

172.6

2017

189.5

2016

136.1

Given the demonstrated ability of Singapore issuers to raise
both equity and debt capital, and its sterling reputation for
rule of law and stability, we expect Singapore to remain
a serious choice of listing destination for debutants in the
region in 2022 and 2023. We also foresee the following
trends to contribute positively to investor sentiment and
companies seeking to raise funds for their business
operations and expansion.

Extracted from the report titled “Southeast Asia IPO capital market - 2020 Full Year Report” issued by Deloitte Southeast Asia Ltd.

*Based on information available as at 31 December 2021.
2

Extracted from the reports titled “Singapore Corporate Debt Market Development” issued by the Monetary Authority of Singapore in respect of the calendar years
ended 31 December 2016 to 2020 and using an exchange rate of S$1.366.93 : US$1.
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SPACs Listing in Singapore – Next Big Thing
Possibly the most anticipated change to the listing
landscape in Singapore, the Singapore Exchange (SGX)
announced on 3 September 2021 that it would permit the
listing of special purpose acquisition companies (SPACs)
on the Mainboard of the SGX. SPACs are companies with
no prior operating history, revenue generating business, or
assets at the time of listing. They are formed to raise capital
through IPOs for acquiring operating businesses or assets.
SPACs are generally established and initially ﬁnanced by
experienced founding shareholders (typically referred to as
sponsors).

•

•

•
SGX had in 2010 sought feedback for the proposed listing
of SPACs but shelved plans to do so based on market
response received then. Following the heightened interest
in SPAC listings in the US from 2019, SGX introduced new
rules to the Listing Manual to permit the listing of SPACs on
the SGX Mainboard.

Key Listing Manual Amendments
A summary of the key requirements of a SPAC listing (in
addition to SGX’s discretion to assess the suitability of the
listing entity as a SPAC) on the SGX Mainboard are as
follows:
•

•
•
•

•

A minimum market capitalisation of S$150 million
based on IPO price and post-invitation issued share
capital, with minimum IPO price of S$5
Public ﬂoat of 25% to be held by at least 300
shareholders
No dual class share structure at listing
Maximum of 24 months to complete an acquisition
of operating business or asset (Business Combination
to de-SPAC), with option to extend for further 12
months, failing which the SPAC will be liquidated.
The 12 months’ extension will be automatically
granted by the SGX if a binding agreement has
been signed in the 24 months’ timeframe. Promoters,
key management and associates can vote on the
extension of time proposal (excluding sponsor’s
promote (ie. shares acquired at nominal or no
consideration prior to IPO), and such proposal must
be approved by shareholders via a special resolution
Quarterly updates required on progress of Business
Combination after 24th month from SPAC listing

Minimum equity participation by founders and
management team, tiered depending on market
capitalisation of the SPAC. In addition, founders,
management team, pre-IPO and controlling
shareholders must place their shares under
moratorium until after completion of the Business
Combination to de-SPAC. Such moratorium will not
apply if parties are exercising their redemption right
Warrants or other convertibles which are attached to
the IPO shares as a unit for subscription are subject
to a maximum dilution cap of 50% post-invitation
(including sponsor’s promote, which limit is 20% of
SPAC’s IPO issued share capital)
If there is a change in founders and/or management
team prior to the Business Combination, independent
shareholders’ approval is required for continued listing
of the SPAC, otherwise the SPAC will be liquidated

“

SPACs are companies with no
prior operating history, revenue
generating business, or assets at
the time of listing. They are
formed to raise capital through
IPOs for acquiring operating
businesses or assets.
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Focus on Minority Investor Protection
We are heartened to note that the SGX has implemented additional safeguards for minority investor protection, to align the interests
of sponsors (on whom the success of a de-SPAC wholly lie) with that of retail investors, in the SPAC which differ from other jurisdictions. A
comparison with the NYSE Listing Rules for SPACs is set out below:
NYSE Requirements

SGX Requirements

Timing to
de-SPAC

3 years, unless shorter time period is prescribed
in SPAC’s constitution

2 years, with option to automatically extend if binding SPA is signed
within said 2 years. Otherwise, extension for 12 months requires SGX
and 75% shareholders’ approval (excluding sponsor’s promote)

SGX Speciﬁc
Requirements

- No requirement for valuation of target /
ﬁnancial adviser
- No speciﬁc compliance requirement for
related party transactions
- No moratorium from moment of listing
(ie. Sponsor can immediately proﬁt upon
completion of IPO)
- Sponsor can vote all shares (including sponsor’s
promote) in resolutions of SPAC
- No disruption to SPAC if sponsors are changed
- Terms of warrants and dilution percentage up
to SPAC’s discretion

- Independent valuation required for Business Combination to deSPAC if no private investment in public equity is made or mineral,
oil and gas / property targets acquired. Financial adviser must be
appointed for all Business Combinations to de-SPAC
- Listing Manual Chapter 9 rules on interested transactions will apply
if the Business Combination to de-SPAC is an interested person
transaction
- Moratorium on sponsor’s shares until after completion of Business
Combination to de-SPAC
- Sponsor’s promote excluded from voting on resolutions of SPAC
- 75% shareholders’ approval required (excluding all shares of
sponsor team) if there is critical change to management team,
otherwise SPAC will be liquidated
- Warrants are subject to 50% dilution cap (including sponsor’s
promote which cannot exceed 20%)

Additional Governmental Incentives
Apart from the regulatory changes, the Singapore
government has also announced a series of initiatives to
rejuvenate capital markets,3 including co-investing with
Temasek Holdings (a sovereign fund in a S$1.5 billion fund
to help companies raise capital through public listings,
establishment of a new fund of up to S$500 million by
the Economic Development Board to invest in later-stage
companies and work toward an eventual listing, the
increase of grants by the Monetary Authority of Singapore
to help companies defray the cost of listings, and the
assistance of SGX to help high-growth companies to raise
funds privately prior to a public listing.

3

Extracted from the article titled “Temasek, MAS, EDB, SGX in multi-billion dollar charge to list tech ﬁrms in Singapore” issued by The Business Times on 17
September 2021.
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We anticipate that with a growing number of unicorns
in the ASEAN region which serve to form a deep pool of
potential de-SPAC targets, strong investor interest and
government backing for the listing of SPACs on the SGX,
Singapore will prove to be attractive to both de-SPAC
targets and investors familiar with the former’s products and
services.

Manual. Such reporting will initially be on a ‘comply
or explain’ basis for all issuers with ﬁnancial year
commencing 1 January 2022. After an appropriate
transition period, some sectors of issuers with ﬁnancial
year commencing 1 January 2023 for which reporting
would be most impactful, should be required to
provide climate-related disclosures on a mandatory
basis. Thereafter, more sectors of issuers with
ﬁnancial year commencing 1 January 2024 should
sequentially be required to do so.

Stronger focus on climate-related and diversity
disclosures
Ten years ago in 2011, in the pursuit of enhancing
transparency and accountability on sustainability issues to
facilitate the informed pricing and allocation of capital,
SGX with great prescience released a policy statement
and a voluntary sustainability reporting guide to encourage
issuers to report on their sustainability performance. This was
converted into a mandatory reporting requirement in 2016,
in view of the international advancements in sustainability
reporting and the many beneﬁts that sustainability reporting
brings to both investors and issuers.

•

In 2018, the Corporate Governance Council
acknowledged the growing importance and association
of board diversity, and recommended enhancements
to the Code of Corporate Governance (which all SGXlisted issuers are required to comply with or explain the
deviation, if any) to encourage greater transparency and
accountability on board diversity matters.

“

The COVID-19 pandemic has exposed the need for
businesses to mitigate climate-related risks, addressing
stakeholder (and not merely shareholder) interests, and
to steer companies through an ever-uncertain and
increasingly complex business environment. To provide
a clear roadmap for SGX issuers to release disclosures
regarding the aforesaid to enhance transparency and
increase the access to information for investor decision
making, the SGX had launched a consultation paper
in 2021 regarding proposed amendments to the Listing
Manual to enhance the sustainability reporting regime and
disclosures on board diversity.
SGX Proposal on Governance and Diversity
The key amendments to the Listing Manual proposed by
the SGX4 and to take effect on 1 January 20225 include:
•

4
5
6

Mandatory Disclosure Requirements: Issuers are
to incorporate mandatory disclosures in line with
the recommendations made by the Task Force
on Climate-related Financial Disclosures Climaterelated Financial Disclosures (“TCFD”, and the
recommendations, “TCFD Recommendations”),
pursuant to the proposed amendments to the Listing

The TCFD Recommendations are organised across
four pillars: (a) governance; (b) strategy; (c) risk
management; and (d) metrics and targets. In relation
to the foregoing,
the SGX is also
compiling a
common set of
metrics for issuers’
adoption in
In 2018, the Corporate
reporting, as well
Governance Council
as developing
acknowledged the growing
a sustainability
importance and association
database to
of board diversity
enable investors
easy access to
the necessary
information
for informed
and effective
decision making. This is likely to dovetail nicely with
The International Financial Reporting Standards
Foundation’s announcement on 3 November 2021
of the development of a comprehensive global
baseline of high-quality sustainability disclosure
standards as well as the publication of prototype
climate and general disclosure requirements.6

•

Governance of Sustainability Issues: The current Listing
Manual requirements already prescribe that the
Board issue a statement on sustainability matters. An
additional requirement is to have the sustainability
report describe the roles of the Board and the
management in the governance of sustainability
issues, for investors’ understanding of how and
who drives the decision-making process around
sustainability matters.

Extracted from the Consultation Paper on Climate and Diversity issued by the SGX on 26 August 2021.

Extracted from the Responses to Comments Consultation Paper on Climate and Diversity issued by the SGX on 15 December 2021.
Extracted from the press release titled “IFRS Foundation announces international sustainability standards board, consolidation with CDSB
and VRF, and publication of prototype disclosure requirements” issued by The International Financial Reporting Standards Foundation on 3
November 2021.
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•

Development of Board Diversity Policy: It is currently
not mandatory for listed issuers to develop a
formal board diversity policy. The SGX has made
it mandatory to formulate a board diversity policy,
and disclosing in the issuer’s annual report details
of the board diversity policy, targets for achieving
the stipulated diversity, accompanying plans, and
timeline for achieving the targets. The issuer is also
to provide a description of how the combination of
skills, talents, experience and diversity of directors in
the existing board serves the needs and plans of the
issuer.

Governance and Sustainability Focus Necessary Aspect
for Investing Decisions.

Continued attractiveness of SGX listing for real
estate investment trusts (“REITs”)
•

We foresee that REITs will continue to look to list in
Singapore for the following reasons:
•

Continued investor demand contributing to ease of
fund-raising: REITs are popular with investors as they
offer high dividend yields and efﬁcient tax structure
for better returns. With the current global low-interest
environment likely to persist for some time, and barring
changes in the taxation regime for REITs following
Singapore’s participation in the global minimum
tax deal, listing aspirants are likely to be able to ﬁnd
sufﬁcient investor demand for units, thereby allowing
more capital to be raised.

•

REIT-friendly environment and reputation for
inclusiveness, helping with ease of doing business: The
SGX has positioned and developed itself as a global
and inclusive platform for REITs with varying investment
mandates. In addition, the regulatory environment
for REITs has been well-balanced between investor
protection and operational practicality to allow for the
management of the business of REITs. In this regard,
the Monetary Authority of Singapore had in 2020
relaxed certain restrictions relating to leverage limit
and minimum interest coverage ratio in order to help
REITs navigate the challenging business environment
caused by the COVID-19 pandemic.7 Listing aspirants

We believe that the foregoing changes by the SGX
are both prescient and necessary given the existential
(including ﬁnancial) risk posed by climate change on
business operations, and help to clarify the scope of
reporting obligations as well as assist issuers to focus
their efforts on developing meaningful and effective risk
management processes.
Such changes should be welcomed by both investors
and aspiring listing applicants as:
•

It promotes Singapore as a listing destination for
quality companies which are able to handle the
ongoing compliance requirements and who have
considered the impacts of long-term sustainability risks
on their businesses;

•

The regulated environment provides assurance to
investors of the quality of the companies in which
they invest, and investors will continue to receive
sufﬁcient information on the companies listed on SGX
not only on IPO but also on a continuing basis, all of
which serve to protect their investment; and

•

7

It fosters a robust and healthy investment environment
where all aspects of an issuer’s business are
considered and included in the investment decision
making process, thus promoting efﬁcient capital
allocation and avoiding over or under-pricing risks.

will be able to tap on the regulatory support and
friendly business environment to bring their business
expansion plans to the next level.

Conclusion
2021 has proved to be challenging for all countries with
the emergence of the Delta variant of coronavirus. Despite
the hiccups faced and calibrated re-opening taken by
the Singapore government, we are optimistic that the
trends observed over the past year will bode well for the
Singapore capital markets in 2022 and 2023.

Extracted from the press release titled “New Measures to help REITs navigate operating challenges” issued by the Monetary Authority of Singapore on 16 April
2020.
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Notwithstanding the impact of the COVID-19
pandemic on the retail and ofﬁce leasing landscape,
Singapore has always been a popular listing
destination of REITs. Speciﬁcally, REITs listed on the SGX
tend to have ownership interests in properties located
outside of Singapore, as well as be diversiﬁed across
various sectors.
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The Silent Revolution
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Daniel Dedeyan is counsel in the Banking and Finance
Group of Walder Wyss. He advises national and
international clients in matters of banking, ﬁnancial
markets, insurance, corporate, contract as well as trade
law. He is representing clients before supervisory authorities
and the stock exchange and provides expert opinions.
Daniel Dedeyan is specialised, among others, in capital
market transactions (public M&A, IPO, etc.) and regulatory
matters. In particular he has regularly assisted issuers,
investors, ﬁnancial intermediaries, insurance companies,
and ﬁntech companies with the realization of domestic
and cross border projects, in proceedings of international
mutual assistance in administrative and criminal matters
as well as with internal regulatory, criminal, and anti-trust
investigations. He publishes and teaches as a professor
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Switzerland: The Silent Revolution

The Swiss equity capital market in 2021–2022
With its CHF 1.6 trillion market capitalisation, SIX Swiss
Exchange (SIX) is currently among the four largest
European stock markets, being home to some of the most
valuable listed companies of the world, such as Nestlé
and Novartis, as well as many small and medium-sized
enterprises (SMEs). In 2020, SIX acquired the Spanish stock
exchange Bolsas y Mercados Españoles (BME). Issuers
listed in Switzerland
cover a wide range of
industries, notably in
the ﬁnancial, industrial,
retail, pharmaceutical
and biotech industries.
SIX and its partners are
SIX hosts domestic
about to create a
issuers as well as
well-developed
a considerable
ecosystem for SMEs
number of foreign
companies. The other
Swiss exchange, BX
Swiss (BX), is focused
on local SMEs and
structured products.

“

The recent years were pivotal for the Swiss equity market,
less in terms of numbers of Initial Public Offerings (IPOs)
than in terms of changes of the regulatory framework
which open the Swiss capital market to new opportunities:
• The launch of a new Swiss ﬁnancial market architecture
set in with the Swiss Financial Market Infrastructure
Act back in 2016, followed by the enactment of the
Financial Services Act with its prospectus regime and the
Financial Institutions Act, both in 2020, all aligning Swiss
regulation with the EU regulatory landscape.
• In 2021, SIX launched the SME listing standard,
established the SDX Digital Exchange and set the stage
for the listing of special purpose acquisition companies
(SPACs), followed by new rules for the listing of Global
Depositary Receipts (GDRs) in 2022.

• In 2022, Switzerland adopted new ESG related reporting
obligations for larger listed or supervised companies to
further strengthen sustainable investment.
• The series will continue with the entering into force of the
long-awaited revised Swiss corporate law in 2023 which
will open new opportunities for Swiss companies to raise
capital.
The following sections provide a short overview of the main
developments impacting the Swiss capital market.

New segment for SMEs on SIX: SPARKS
In December 2021, SIX launched a new trading segment
for SMEs, SPARKS, speciﬁcally designed for companies
with a lower capitalisation. In February 2022, the Swiss life
science company Xlife Sciences was the ﬁrst company to
be listed in the SPARKS segment.
While SIX hosts some of the largest listed companies of the
world in various sectors, the new trading segment for SMEs
bridges a gap. The new segment complements the small
cap market of BX which is limited to local companies with
mostly local shareholders or operations and is focused on
real estate companies and structured products. SIX and its
partners are about to create a well-developed ecosystem
for SMEs, connecting banks, investors and legal advisors in
Switzerland, backed by a recently modernised, relatively
liberal legal environment and solution-oriented authorities.
With its so-called Stage program, SIX provides SMEs with
a package of analyst coverage and other services to
enhance visibility.

• Also in 2021, the Swiss legislator established a legal
framework for distributed ledger technology (DLT), e.g.
laying a reliable basis for the issuance of tokenised
shares, opening up new ways of raising capital and stock
trading on trading venues, in particular for SMEs.
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For the SPARKS segment, the main listing requirements are:
• a market capitalisation of less than CHF 500 million upon
listing;
• a track record of at least two years (instead of three years
as in the main segment of SIX, and one year at BX);

• a minimum equity capital of CHF 12million; and

In January 2022, SDX successfully tested wholesale central
bank digital currency (CBDC) settlements of interbank,
monetary policy and cross-border transactions in Swiss
francs based on blockchain technology between
Switzerland and France.

• a capital increase of at least CHF 8 million.

SPACS

In the SPARKS segment, only an IPO is possible and not a
direct listing without an offering, unless an issuer’s equity
capital exceeds CHF 25 million.

Special Purpose Acquisition Companies (SPACs) are
intended to raise funds through an IPO as shell companies
with the purpose to acquire non-listed companies. When
the SPAC market was roaring abroad, SIX was about to list
the ﬁrst SPAC sponsored by Swiss active asset manager
Veraison. However, FINMA called for a halt and required a
revision of the SIX listing
rules. When FINMA
approved the revised
rules in December
2021, Veraison’s SPAC
In January 2022, SDX
was listed as the ﬁrst
SPAC on the Swiss
successfully tested
market, the only one
wholesale central bank
since. Currently, the
digital currency.
market for SPACs has
generally cooled
down.

• a shareholder base of at least 50 investors;

The new segment is subject to a special trading model
of condensed trading windows to optimise price
determination: opening auction at 3:00 pm, continuous
trading until 5:20 pm, closing auction and Trading at Last
(TAL) until 5:40 pm.

Swiss Digital Exchange SDX
In 2021, SIX has launched the SIX Digital Exchange (SDX),
acclaimed as the world’s ﬁrst fully regulated digital asset
exchange. It was in September 2021 that SDX obtained
the stock exchange and central depository licenses of the
Swiss Financial Market Supervisory Authority (FINMA). SDX is a
fully regulated, integrated trading, settlement, and custody
infrastructure based on distributed ledger technology for
digital securities. The starting shot of the new trading venue
was on November 2021, when SIX Group, the parent
company of SIX, issued a CHF 150 million digital bond.
SDX is open to ﬁnancial institutions only, currently hosting
three large Swiss banks as participants. SDX is onboarding
security token issuance platforms which use SDX as their
secondary trading marketplace. As announced in April
2022, SDX entered into a partnership with Daura, a Swiss
platform for tokenised equity instruments on which over
50 Swiss companies have already digitalised their shares,
allowing issuers to issue equity securities on the Daura
platform directly in SDX’s central depository settlement
system. Apart from SDX, Daura’s second marketplace is
the over the counter (OTC) SME|X marketplace for digital
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assets launched by Berner Kantonalbank.
The range of possible listings on SDX is slightly reduced
as compared to SIX. According to the listing rules of SDX,
secondary listings of securities, admissions purely for trading
as well as listings of structured products are not admitted.

“

The new SIX rules for
SPACs are all about
investor protection They determine the legal form, purpose,
duration, the terms of exit and the right of the investors
to return the shares, the use of funds, mandatory lockups of the board, management, founders and sponsors
and additional transparency in the prospectus as well as
post-listing disclosure obligations. Foreign SPACs cannot be
listed on SIX and may, depending on their structuring, in
exceptional cases be subject to regulatory requirements of
the Swiss Collective Investment Scheme Act.

Global Depositary Receipts (GDRs)
The China Securities Regulatory Commission is about
to extend to Switzerland its program allowing Chinese
companies to raise foreign capital. Against this
background, SIX announced in May 2022 to make the
listing and trading of GDRs on SIX more attractive in
response to the growing interest of Chinese companies.
The new rules are not limited to Chinese investors.

“
Among the most
groundbreaking regulatory
changes in Switzerland
is the new Swiss corporate
law which for the most part
will enter into force
on 1 January 2023.

GDRs allow the listing
and trading of the
receipts instead of
the underlying foreign
shares. The new
rules, the approval
of which by FINMA is
expected by Q3 2022,
essentially specify the
reporting obligations
of the issuers of the
underlying shares and
concern trading.

Swiss DLT legislation
In August 2021, the Federal Act on the Adaptation of
Federal Law to Developments in Distributed Electronic
Register Technology entered into force. The new act on
DLT has introduced a comprehensive set of amendments
to existing laws e.g. on securities, insolvency and ﬁnancial
market infrastructures, establishing a reliable legal basis
for crypto-based assets. Key features are a legally sound
basis for the trading of rights through electronic registers,
the segregation of crypto-based assets in the event of
bankruptcy and a new license category for DLT trading
systems. The new regulatory environment opens up new
ways of raising capital and stock trading on trading venues,
in particular for SMEs.

One new feature which may stimulate the Swiss equity
market is the new option of Swiss stock corporations to
adopt a so-called capital band, authorising the board of
directors to increase and/or decrease the share capital
within a maximum range of ±50% of the registered share
capital within a maximum period of ﬁve years. The capital
band provides Swiss companies with more ﬂexibility to
raise capital as compared to the current authorised share
capital, which only allowed for increases of the capital and
only within a limited period of two years.
In addition, Swiss stock corporations will be allowed to have
their share capital in selected foreign currencies (British
Pounds, Euros, US Dollars and Yen). The previous minimum
nominal value per share of CHF 0.01 no longer applies,
any amount higher than zero being sufﬁcient, which will
facilitate share splits. Furthermore, the payment of interim
dividends (i.e. dividends paid out of proﬁts of the current
ﬁnancial year) will be explicitly permitted under the new
law.
The revised Swiss corporate law will also enhance ﬂexibility
for shareholders’ meetings. To the extent provided for in the
articles of association, companies will have the option of
holding shareholders’ meetings abroad or simultaneously
at various places and conducting them in the form of
a hybrid event (with some shareholders participating
electronically) or even entirely online.

ESG
As of 1 January 2022, the Swiss legislator has introduced
the general obligation of larger listed companies as well
as supervised ﬁnancial institutions to publish a sustainability
report, based on the model of the Non-ﬁnancial Disclosure
Directive 2014/95/EU of the European Union. Currently,
there is no initiative to extend the Swiss reporting obligations
in line with the subsequent Corporate Sustainability
Reporting Directive of the EU.

New Swiss Corporate Law as of 2023
Among the most groundbreaking regulatory changes
in Switzerland is the new Swiss corporate law which for
the most part will enter into force on 1 January 2023.
The reform, which took decades to be enacted, brings,
among other signiﬁcant changes, more ﬂexibility for the
share capital and dividends.
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The Swiss sustainability reports to be published as of 2023
will have to cover environmental, social and governance
related matters and account for the concepts and
strategies, measures taken, environmental risks (double
materiality) and key performance indicators. The report
must be approved by the board of directors and the
general shareholders meeting. Breaches of the disclosure
obligation is subject to criminal prosecution, ﬁnes
amounting up to CHF 100,000.
An implementing Climate Reporting Ordinance of the
Swiss Federal Council speciﬁes the obligation of large
listed or supervised companies regarding the part of
the sustainability report concerning climate risks, mainly
referring to the recommendations of the Task Force on
Climate-related Financial Disclosures (TCFD).
The new Swiss sustainability reporting obligation is based
on the counterproposal of the Swiss Parliament to a farerreaching public initiative on corporate responsibility. The
public initiative, which implied extensive civil liability for any
breaches of international environmental and human rights
standards, was rejected by the popular vote in November
2020.
The sustainability reporting obligation is complemented
by further obligations concerning corporate social
responsibility which entered into force in January 2021
already: Swiss commodity companies are required to
report on payments to foreign governmental agencies.
Moreover, all Swiss companies are subject to duties of care
and reporting obligations regarding minerals and precious
metals from conﬂict zones as well as child labor, taking into
consideration the supply chain.
So far, sustainability reporting and communication of
ﬁnancial market participants are generally not subject
to FINMA’s supervisory practice. However, the new rules
indirectly impact the standard of disclosure in offering
and listing prospectuses, e.g. in the risk section, and
interact with ﬁnancial reporting and ad-hoc disclosure
obligations of listed companies. With respect to banks and
insurance companies, FINMA requires additional disclosure
regarding climate risks, expects ﬁnancial institutions to
take environmental risks into account and has released a
supervisory notice concerning investment funds against
greenwashing, all since 2021.
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With regard to gender diversity, comply or explain rules
for Swiss stock corporations were introduced in January
2021, applying to larger Swiss corporations listed on a
stock exchange in Switzerland or abroad. According to
the new rules, each gender should be represented at
30% in the board of directors and at 20% in the executive
management. The rules follow a comply or explain
approach. In case of non-compliance, the reasons and
measures to promote the less represented gender are
required to be disclosed in the general compensation
report. The law provides for substantial transitional periods
until the ﬁnancial year of 2026 for boards of directors and
2031 for executive managements. Earlier implementation
is to be expected given the growing pressure of institutional
investors and proxy
advisors.

Outlook

“

The years 2021/2022
So far, sustainability reporting
mark a silent revolution
and communication of
of the Swiss regulatory
ﬁnancial market participants
landscape which will
are generally not subject to
continue in 2023.
FINMA’s supervisory practice.
The new regulatory
framework lives up to
Switzerland’s longstanding reputation as
a ﬁnancial centre with
ﬂexible and issuerfriendly regulation as well as a state-of-the-art ﬁnancial
market infrastructure and makes the Swiss equity capital
market ﬁt for the future.
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