
 
 

Issuer-driven stock exchanges 
 
The current dislocation of the traditional capital market value chain seems unlikely to change in the 
medium-term. Some large bets are being placed to back sizeable technology plays in trading 
platforms. And regulators are falling over themselves to extol the virtues of liquidity as the chief aim 
of markets with stock lending for all. 
 
Yet the global trend of exchange-listings is declining, whilst stock exchanges profits are increasing as 
they are more focused on growing their role as data providers. Which raises the question as to 
whether Issuers are important to securities market success. 
 
Instead of withdrawing from this merry-go-round, there are some grounds for exploring an Issuer-
driven exchange strategy. 
 
In international debt markets the engagement between an investor looking to buy debt securities and 
the issuer has changed over recent years. Under a process termed “Reverse Enquiry” an investor will 
approach an Issuer’s treasury directly to buy a particular quantity and maturity of securities. The two 
parties strike a deal and the securities are issued to the investor with a symbolic interaction from a 
broker. 
 
As a result, there is direct interaction between Issuer and Investor without the participation of a stock 
exchange. Other than in private placements, the investors are free to sell their securities to a willing 
buyer. 
 
For major companies, particularly those with globally recognized brands, web-sites are vital 
components in the communication infrastructure with customers and the wider public. They are 
increasingly full of interactive functionality; for example, in directing enquirers towards product sites, 
on-line sales and other subsidiary sites. Increasingly the on-line public is invited to register, by 
supplying personal details and selecting a PIN, upon which a potentially close and active relationship 
can result, remotely and at any time of day and night. 
 
This capability be put to work for Issuers to resolve the impact of the current process of capital markets 
dislocation? 
 
There is nothing to stop an Issuer from creating its own trading platform. Several of the oil majors 
have their own oil trading platforms on which they trade their products actively with clients, 
competitors and suppliers. Extending the principle to their own issued securities seems a relatively 
simple step, subject of course to regulatory and legal considerations.  
 
Admittedly, “single issuer stock exchanges” sound unorthodox, but if they were additionally used to 
issue and administer a company’s debt securities, such as corporate bonds, medium term notes, 
commercial paper and other market instruments issued by the company the value of an internal web 
stock exchange increases. 
 
Issuer stock exchanges would be registered with, and regulated by, the home market regulator. New 
issues and continuing obligations would be supervised by the competent authority.  The operation of 
the stock exchange would be largely outsourced to the population of specialist providers, in the same 
way as the orthodox stock exchanges.  
 



 
 

This model could present a valuable opportunity for the concept of “corporate stock brokers” to make 
a high profile come-back as there would be a role for a lead advisor to take overall responsibility for 
the market-side of these exchanges. The Nomad role on AIM sets an interesting example. 
 
Market makers would be welcomed to participate via electronic linkage in the pricing mechanism and 
management of the order book. Execution, trade matching and settlement would follow precisely the 
same routes as many of the trading platforms that are currently in operation. 
 
Corporate information and announcements would follow a very short route to the “public markets”. 
Meeting the various corporate governance codes and standards would thereby become a direct 
responsibility of the managing company, its board and company secretary. 
 
For strategic markets like the US, where the regulatory requirements and market customs differ to aa 
European Issuer’s home market, the domestic securities could continue to be listed on the US 
exchanges with Depositary Receipts (DRs) being used to translate the domestic shares into US format. 
On one hand, the resultant DR could be admitted additionally for trading on the company’s stock 
exchange in addition to the US market. On the other, US multinational companies, operating their 
own stock exchange in the US market would be likely to find attracting investors from other markets, 
comparatively straightforward. 
 
Where are the flaws? 
 
Operating their own stock exchange could represent a major additional commitment for an issuing 
company to the capital market where the current relationship is sporadic and opportunistic. It might 
also be seen as disintermediation of advisors and intermediary roles. 
 
But if this extension of a clear trend in stock markets was to enable global issuers to resolve the impact 
of the lack of coherence between major stock markets and corporate governance regimes in modern 
securities markets around the world, the cost/benefit equation could look surprisingly positive. 
 
And if this was really too much to stomach, a really credible stock exchange could make an offer to 
bring these “single share stock exchanges” in-house.  
 


