
	 	 	 	 	 	
	
	

Annex 1 
 

Introduction for purposes of the standpoint on new Swiss Fintech regulation 
 
Abstract  
Switzerland need to improve the performance of ex ante Banking licence regulation to 
introduce innovation in the Swiss finance Industry with ex post light-handed Fintech 
regulation. The Swiss Crowdfunding Association suggest that light-handed regulation is a 
promising method. 
Following an institutional perspective, Bergara (1997) points out that light handed regulation 
constitutes a market-like governance response to the regulatory problem. This regime 
provides high-powered incentives underlying decentralized decisions.  
 
Introduction  
The cost and inflexibility of Bank regulation has sparked a drive for" lighter-handed" 
regulation (Schultz, 1999). The pressure for change is growing as competition with Fintech 
continues to evolve. 
In recent years, governments have shifted away from traditional command and control 
regulation in favour of more flexible approaches built on notions of trust and co-operation 
between the regulator and the regulated (Hollander, 2006). 
New Zealand Regulatory Regime New Zealand's approach to governance of the electricity 
sector is based on the principle of “light handed regulation”. This approach uses market 
arrangements wherever possible and regulation as a last resort (Ancell, 2008). 
At first glance, using light-handed, policing-based regulation to enforce good behavior in 
engi- neered systems may seem unnatural, but in the context of spectrum sharing and dynamic 
spectrum access, it may be precisely what is required (Woyach, 2010). 
Regulation can be a result of the agreement between the operator (Fintech) and the users 
(customers) supervised by the FINMA. This “light-handed” regulatory process, which 
originated in New Zealand, in the 1980s allow innovation (Marques, 2008). 
Complying with a regulatory rule costs time and money and is not possible for new player 
like startups who experiment new business model and new solutions like crowdfunding, 
Blockchain, artificial intelligence or robotisation. 
 
The case of Switzerland   
As PWC reports, as a whole, Europe’s fintech scene has grown 215% year-on-year, and most 
of its startups are from London and Switzerland. In fact, every 11th fintech startup is reported 
to be based in Switzerland’s Zug Valley – it’s no wonder that the country was ranked the 15th 
largest Global Financial Centre by Deloitte, and given a Global Innovation Index Score of 1, 
outlining it has maximum potential for fintech growth and innovation. 
Zug Valley, nicknamed the Crypto Valley has an innovative focus on new storage solutions, 
encryption and digital currencies. Switzerland has always had a long-standing tradition of 
privacy and security, with a stable and supportive IT environment; the perfect environment 
for cryptocurrency to flourish. As it stands, cryptocurrencies are treated as foreign currency – 
this reportoutlines that no new laws need to be introduced to allow them. The future of digital 
payments looks set to take off from this very location, it seems. 
 



	 	 	 	 	 	
Additionally, as of June 2016, Switzerland is home to at least 185 fintech startups, and in 
2014 CHF470m of venture capital was invested in startups, a 10% increase from 2013, and 
financial services contributed almost CHF81 billion in the same year, employing around 
260,000 people. Over 100 fintechs are concentrated in the sectors of investment and asset 
management, financial portals, payments, crowdfunding and data management. 
Unfortunately, it seems that all this potential is still at a nascent stage, and what follows are 
the reasons why. 
 
For one, the country has an infamously high cost of living with competitive tax rates. Of 
course, this makes the process of starting up and maintaining a business a particularly difficult 
endeavour. High salaries are required to attract talent to Switzerland, and it ranks “below the 
EU average shares in SMEs collaborating with others, community designs, and exports of 
knowledge-intensive services” according to a 2016 report by EY. Entrepreneurial activity 
amongst the youth (18-24 years old) is the lowest of all of Switzerland’s comparable countries 
at only 6.2%, even though the 35-44 age group has the highest in the same category. Even as 
the ‘third best economy’, Switzerland is very much in an early stage of development for the 
venture capital and incubator landscape, only raising around a third of London’s investment. 
It needs to focus on becoming a hub for senior entrepreneurs. 
 
Banking in Switzerland faces many a financial hurdle. As Global Legal Insights notes, 
interest rates are low and sometimes negative, and foreign banking groups have either closed 
their operations in Switzerland by liquidation or sale, or trying to seek AUM en masse 
through acquisition or merger. The country is, however, the global market leader in assets 
managed cross-border (offshore), with a global market share of 25%. 
 
The Swiss Regulatory framework  and new fintech regulations 
The Swiss regulatory framework is based on a “silo-principle”, which means that financial 
institutions are regulated according to separate Swiss federal acts; banks primarily adhere to 
BankA and BankO, securities dealers to SESTA and SESTO, and fund/asset management 
companies to CISA and CISO. The Swiss National Bank (SNB) is the independent central 
bank responsible for “monetary policy and the overall stability of the financial system”. 
Cryptocurrency companies are subject to banking regulations, being classed as deposit-taking 
firms; they need CHF10m in paid-up capital once business grows to a certain level.  
 
On 2 November 2016, Finance Minister Ueli Maurer announced plans to ease regulations and 
barriers preventing market entry. A draft legislation set a three-level strategy to achieve this, 
which is as follows: 
 

• Deadline of 60 days for holding money in settlement accounts 
• Sandbox principle, meaning that a provider can take funds up to CHF1m without 

monitoring from the industry watchdog, the Swiss Financial Market Supervisory 
Authority (FINMA) 

• A fintech license granted by FINMA for institutions not in the lending business is 
restricted to the taking of up to CHF100m. Minimum capital should amount to 5% of 
accepted public funds and no less than CHF300,000. 

 
Conclusion 
 



	 	 	 	 	 	
This regulatory changes are necessary to introduce innovation in the Swiss finance Industry 
and the Swiss Crowdfunding Association approve all this changes. 
 
Swiss Crowdfunding Association 
The association "Swiss Crowdfunding Association", founded on 03.06.2015 is an association 
according to Art. 60-79 of the Swiss Civil Code. 
Purpose of the association is to gather all the crowdfunding platforms in Switzerland 
to: 
• Promote the domain of crowdfunding in Switzerland 
• Help to disseminate the best practices in the domain among its actors 
• Bring together all the actors in this domain to share experiences 
• Do applied research in the field and, specifically, study the evolution of the 
domain in Switzerland and in other countries 
• Be the reference organization to disseminate information on crowdfunding to medias and 
politicians 
The Association does not engage in commercial activities of its own. 
Website : http://www.swisscrowdfundingassociation.ch/ 
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