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Financial market regulation is essential for a well
functioning and efficient financial sector. Creditors,
investors and those insured rely on solvent and
proper financial intermediaries. These in turn de-
pend upon market-neutral, reliable and appropriate
framework conditions. The public, here in Switzer-
land as well as abroad, puts trust in a clean, func-
tioning and performing Swiss financial market. All
of this makes financial market regulation necessary.
Without it, Swiss financial intermediaries could not
operate in an internationally regulated environment.
Switzerland’s financial centre cannot exist as a re-
gulation-free island.

However, as is the case with all regulation, financial
market regulation also, is not to be had at zero cost;
neither in Switzerland, nor elsewhere. Its price is
paid for by the financial intermediaries in particular,
through higher implementation costs in part, or,
through missed business opportunities; but ultima-
tely, the price is also paid for by the customer. Rising
costs of regulation in the Swiss financial market, as
well as in those abroad, are a cause for concern for
business. This concern must be taken seriously. It
should not, however, be allowed to form a barrier
to needed and sometimes overdue regulation. 
Also un-enacted or delayed regulation can create
considerable costs for those affected and for the
economy, through, for instance, disadvantages in
international competitiveness. 

The Guidelines presented here are the result of 
extensive preparatory work in the Federal Depart-
ment of Finance and in the Swiss Federal Banking
Commission. This work has been combined in 
order to improve its consistency and impact. The
Guidelines provide the Federal Finance Administra-
tion and the supervisory authorities, the Swiss 
Federal Banking Commission, the Federal Office 
of Private Insurance, as well as the Money Launde-
ring Control Authority, with uniform criteria for
evaluating regulation proposals. As user-oriented
operating instructions, the Guidelines are flexible;
however, in terms of their contents, they are not
arbitrary. I expect them to be applied.

Self-regulation is an essential and useful compo-
nent of Switzerland’s financial market regulation.
But also self-regulation does not avoid the general
problem posed by every regulation. The self-regu-
latory bodies are invited to ponder likewise over 
similar ideas for their own regulation.

Hans-Rudolf Merz, Federal Councillor
Head of the Swiss Federal Department 
of Finance FDF 

Regulation builds up confidence 
and enhances stability 
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Financial market regulation in Switzerland should
protect clients and investors in the financial market.
Depending on the type and shape of activity, this
concerns creditors, borrowers, investors or those
insured. Furthermore, it should maintain and foster
the stability and security of the financial system, as
well as guaranteeing its functionality, thereby safe-
guarding the excellent reputation of and trust in
the Swiss financial centre. The legal environment is
likewise an important success and location factor
of Switzerland’s financial centre. Regulation has to
take into account the international connectivity of
the Swiss financial centre; and in this regard, it is
also a matter of ensuring market access for Swiss
corporations abroad.

Financial market regulation plays an important role
for Switzerland, as it contributes to determining
the international competitiveness of the economi-
cally significant financial sector. At the same time,
regulatory authorities are faced with great demands
as a result of cross-border capital movements, the
accelerated tempo of innovation and the pressure
of competition in the finance business, as well as
due to the requirements of international agreements
and supervision standards. In view of the dynamic
environment, the necessity for a continuous optimi-
sation of the regulatory framework is indisputable.
For the market participant, this results not only in
additional obligations, but also in improvements
and simplification of existing framework conditions.
The pros and cons of the specific provisions of regu-
lation are to be carefully weighed up against each
other. Optimum, rather than maximum, regulation
is to be striven for. The renunciation of maximum
regulation implies that not all risks can be excluded.

Background and objectives

The following ”Guidelines for Financial Market 
Regulation” specify the existing general provisions
in the constitution and in legislation, as well as the
1999 Federal Council Guidelines on Regulatory Im-
pact Assessment (at the levels of law and Federal
Council Ordinance) for the area of financial market
regulation. In addition, the Federal Council envisa-
ges that a standard will be incorporated into the 
legislation governing the proposed integrated Finan-
cial Market Supervisory Authority (FINMA), after
which, the impact of new regulation must be re-
viewed. The Guidelines should ensure a systematic
evaluation of regulatory provisions, which equally
bears in mind the purpose of government regula-
tion and supervision, the form of market failure in
the area of finance, the economic importance of
the financial markets, as well as the given condi-
tions of the Swiss financial sector. The application
of Guidelines improves the foundation for decision-
making with regard to regulation and thereby
strengthens the credibility, the acceptance and pre-
dictability of the regulatory activities.

Specifically, the Guidelines pursue 
the following objectives:
• the ensuring of a systematic review of new and

existing financial market regulation at all levels
of regulation, 

• the raising of effectiveness of financial market
regulation through weighing up the costs and
benefits for market participants and for the 
economy, 

• the improvement of transparency, comprehensi-
bility and practicality of the regulatory activities.
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The Guidelines provide the Federal Finance Admi-
nistration and the supervisory authorities with a
unified assessment matrix for regulation. Accordin-
gly, the level of regulation, the complexity of con-
tent, the economic significance and its urgency, as
well as the political sensitivity of a regulation propo-
sal, will be taken into account. The Guidelines should
find application at all levels of financial market re-
gulation (law, ordinance, circular, etc.), albeit in a
differentiated way.

In the first instance, they serve as a checklist
throughout the regulatory process. 
In the case of uncontroversial or purely formal
adaptations below the level of law, scant exami-
nation and explanation should suffice.

In the second place, a targeted application 
is envisaged for selected projects:
• as guidance for impact-focussed analyses: impor-

tant laws and Federal Council ordinances will 
require a more in-depth explanation and a de-
tailed presentation of their results. Such analyses,
for example, as a standalone report or as part of
a report of an Expert Commission, should serve
as a basis for decision-making by the Federal
Council and have some influence on the Federal
Council’s dispatch to parliament.

• as a pre-requisite for more in-depth studies: the
need for detailed studies, internal or external 
to the federal administration, on special issues
such as cost-benefit analysis, can be indicated 
in the case of regulation proposals with strong
anticipated impact and whose effectiveness is
debatable.

Nonetheless, it should be pointed out that a need
for additional resources for the authorities for 
carrying out such analyses and in-depth studies
may arise.

The Guidelines consist of ten precepts and exemp-
lary questions which specify the precepts in each 
case, although not exhaustively. They are to be 

incorporated as early on as possible and repeated 
in the process of formulation of opinion and re-
gulation. At the beginning of this process and at
important milestones, the responsible regulatory
authority or an appointed Expert Commission or
working group should assess the regulation based
on the Guidelines. Additionally, based on the Gui-
delines, a post-evaluation could be conceivable
(keeping in mind experience in execution, among
other things).

The outlay involved in applying the Guidelines
should remain in proportion. A written evaluation
is not necessarily expected on all of the precepts.
Furthermore, the regulatory authorities are free to
include additional aspects which are relevant to
their area of jurisdiction and to accord them parti-
cular weight. This can take the form of interface
with other policy areas (for example, the assuming
of tasks related to social security legislation by priva-
te insurance companies) or long-term considerations
regarding the redistribution between generations.
Extensive cost-benefit quantification is not always
pertinent for all regulation. In view of the often in-
adequate or one-sided information basis and the,
by nature, unquantifiable benefits, caution should
be exercised regarding the significance of such
estimates. The regulatory authorities should have
adequate resources at their disposal in order to be
able to enact effective regulation and to be able 
to successfully track its implementation.

The precepts are decisive for the assessment of the
economic impact of the regulation on the one hand,
and on the other, for the regulatory process itself.
Existing conflicts in priority-setting of the objectives
of the regulation will not be solved through the ap-
plication of the precepts, however one will become
more aware of them and they will become more
transparent. Furthermore, it should be kept in mind
that all of the precepts also refer to alternatives to
a particular regulation, as well as to individual re-
gulatory options. 

Application of the Guidelines 



1. Safeguarding the attractiveness of the financial centre as a location 
The regulatory authorities take cost implications
for the international context into consideration
and take care not to restrict the innovativeness
and competitiveness of the financial sector. They
appraise the usefulness of implementing inter-
national standards, as well as the appropriate-
ness of differentiating or harmonising regulation,
as the case may be.

Possible questions:
• Will Switzerland become more attractive as a 

location for financial business, for example, 
whilst improving market access for Swiss service
providers abroad?

• Will the potential for further development 
of those parties affected not be unreasonably 
restricted?

• Will a partial or complete adoption of interna-
tional standards better serve the attractiveness 
of the centre? 

3. Realising overall economic potential 
The regulatory authorities appraise the poten-
tial impact of a regulation on the economy, in
particular the impact on the functionality, the
stability and the efficiency of the financial 
sector, and aim at optimisation. They take the
direct and indirect reallocation effects of a 
regulation into consideration, including effects
on other economic sectors and on consumers.

Possible questions: 
• Will the functionality, the stability and the 

efficiency of the financial sector be improved 
or impaired?

• Who will be better off as a result of the regu-
lation and who will be worse off?

• What economic reallocation effects are to be 
expected (for example, sectoral redistribution, 
tax implications, transfer of risk, transfers 
between generations)? 

2. Weighing up costs and benefits for market participants and applying 
differentiated regulation

The regulatory authorities aim for a high level
of effectiveness of the regulation. They assess 
as far as possible its impact and costs for those
affected and weigh this up against anticipated
benefits. The authorities pursue a commensu-
rate, a cost-efficient and a differentiated regula-
tion, which takes into account the peculiarities
and risks of individual business activities and
segments in an appropriate manner.

Possible questions:
• Will the objectives of the regulation be achieved

with the lowest cost possible to the market 
participant?

• Which anticipated costs to those affected by the
regulation are able to be estimated with a reaso-
nable outlay (direct costs involved in supervision,
implementation costs and the cost of business
that has been made more difficult or lost business
opportunities in the process of supervision)?

• Are the differences among affected parties such
that differentiated regulation is appropriate? 

5Guidelines for Financial Market Regulation
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4. Striving for competitive neutrality in framework conditions 
The regulatory authorities take into account
the impact of a regulation on the competitive
environment, on the market structure and on
market behaviour. They aim for the conditions
for competition to be as transparent and com-
parable as possible for all market participants
and they strive to avoid incentives to undesi-
rable behaviour.

Possible questions: 
• Does the regulation have an impact on com-

petition between supervised and unsupervised
market participants?

• Will the regulation bring about an alteration 
to the market structure?

• How will the market participants react to 
changed framework conditions? 

5. Countering uncertainty, risks and undesirable effects
The regulatory authorities clearly state the 
assumptions on which a proposal for regula-
tion is based, as well as stating the uncertainty
involved in appraising its impact. They name
the risks involved in a regulation, including un-
desirable economic consequences and assess
the importance of such risks. They endeavour to
prevent such consequences from occurring as
far as possible. 

Possible questions: 
• How reliable is the regulatory impact assessment?
• What risks are associated with the regulation 

and how relevant are these risks?
• Can undesirable effects arise; for example, as 

a result of a conflict in objectives?

6. Examining the need for regulation for new and existing regulation 
The regulatory authorities elucidate the pro-
blem a planned regulation may pose, as well 
as on the objectives and urgency of the regula-
tion; and in so doing, pay attention to the 
requirements of other policy areas. They evalu-
ate whether a problem can also be appropria-
tely solved through other alternative measures.
They review existing regulations for their 
necessity. 

Possible questions:
• Does a problem really exist (market failure or 

market imperfection among others), and if so,
then what problem?

• To what extent could the problem be equally 
well solved, or better solved, through alternative
measures (for example, market remedy, individual
case decisions, self-regulation) than through 
government regulation?

• Is an existing regulation still as objective-
oriented as previously? 

The process of regulation (precepts 6-10)
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9. Coordinating regulations in terms of content and timing 
The regulatory authorities take care to ensure con-
sistency between existing and proposed regula-
tions, including self-regulation and they establish
priorities. They pay attention to the implications
of the proposed regulation for other related
areas of jurisdiction and they hold discussions
with affected parties within the federal admini-
stration as well as with the self-regulatory bodies. 

Possible questions:
• What cross references exist to other regulation

proposals or existing regulations?
• Does a regulation proposal have ramifications 

for other related areas of jurisdiction (for example,
grounds for a civil law claim, the extent of 
diligence)?

• What coordination is necessary and how to proceed?

8. Regulating transparently and coherently, as well as involving those parties affected
The regulatory authorities provide information
about planned and pending regulatory propo-
sals. They involve those parties affected in an 
appropriate manner, in the planning and formu-
lation of a regulation, and in the case of impor-
tant proposals, they carry out public consultation.
They regulate as systematically, as simply and 
as coherently as possible.

Possible questions:
• How are those parties affected to be included 

in the regulatory process?
• How and when is the public to be informed?
• Is a regulation comprehensible to those affected

by it and to third parties?

10. Planning and tracking the implementation 
The regulatory authorities plan the implemen-
tation of a regulation and establish responsibili-
ties. They foster the implementation by means
of information dissemination and training. 
They examine whether a pilot project or a test
run makes sense. They track the implementation
within the range of their resources.

Possible questions:
• Does implementation require particular 

(accompanying) provisions?
• Who is responsible for ensuring the implementa-

tion and who is the referral point for questions 
regarding implementation?

• In order to obtain meaningful information regar-
ding the impact and effectiveness of a regulation,
are pilot projects or test runs to be carried out –
also with smaller institutions?

7. Considering the legal, economic and international options open, 
as well as regulatory alternatives 

The regulatory authorities analyse the scope of
options open for an intended regulation. In so
doing, they take into consideration Switzerland’s
contractual obligations, the requirements of
international standards as well as the regulatory
context in financial centres abroad. They take
the economic and demographic reality into ac-
count. They examine the various regulatory op-
tions available.

Possible questions:
• How are the contents of a proposed regulation 

to be shaped (general framework regulation or
detailed rules, rules governing behaviour, or 
positive incentives and so on) and is it to be
bound to a time limit (for example, a review or
sunset clause)?

• To what extent do international requirements 
limit the scope of options open in terms of 
policy, contents and time-frame?

• What are the pros and cons of the various 
regulatory options available? 
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