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Executive Summary 
The objective of this research is to examine possible benefits and costs to different market participants if the 
book-entry system (later BES) is utilized more extensively. Another objective is to examine current and possible 
benefits and costs for different types of Finnish companies as well as possible improvements to the system which 
would benefit the possible customers.  

The topic is relevant, because more efficient capital markets are in all market participants’ interest. The BES is 
one important part of the whole and this research is done to find out how its more extensive use could improve 
the market efficiency. There are seven times more companies in the BES in Sweden which indicates that the 
benefits of the system are not known in Finland or there are some differences between these two markets. 

Firstly, a theoretical framework is set up to introduce the possible effects according to financial theory. The 
framework consists of potential benefits and costs to different market participants that can be divided into direct 
and indirect ones. Direct ones occur directly from using the BES. The indirect benefits and costs are such that 
they occur through an improved process or the scale benefits. An example of this would be decreased trading 
costs to investors, because banks face less transaction costs than with share certificates and thus can charge 
investors less.  

The research is conducted with help of face to face interviews and online surveys. Interviews include multiple 
stakeholders in the financial markets including banks, financial supervisor and tax authorities, stock exchange 
and an auditor. It should be noted that even though the interviewees mainly stated their arguments as facts, in 
reality they might be subjective views of the interviewees.  Current customers, potential customers and house 
managing agencies are approached via online surveys to collect valuable feedback and experiences of the BES. 
Additionally the purpose is to find out reasons why some companies have not joined the BES and what could be 
offered to change their minds.  

Three main benefits from extensive use of the BES found are: 

• Decreased transaction costs  
• Increased market efficiency  

• Improved supervision of companies 

If the BES is used more extensively, the efficiency of financial markets would increase and benefits would break 
up to all stakeholders. Transaction costs here represent both trading costs and costs from handling share 
certificates.  

Two main hindrances for extending the BES found are: 

• Costs that companies pay to Euroclear Finland for the entry and maintenance  

• People seem not to be familiar with the BES or its attributes.  

This paper points out recommended improvements concerning Euroclear Finland’s tariffs, structure of the BES 
and marketing among others. Also many potential new customers are discussed like the housing companies, 
mutual funds and certain cooperatives. Potential law changes and government incentives are also suggested. 
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1 Introduction 
This research was conducted in order to gain answer to the following 

research question: 

What are the potential benefits and costs for different 

stakeholders, if the book-entry system would be used more 

extensively? 

The costs refer to all kinds of possible disadvantages and drawbacks that 

would be incurred to the stakeholders. 

So far in Finland non-listed companies haven’t joined the book-entry system 

(BES) in masses. However in Sweden BES is used much more extensively so 

there should be some incentives for non-listed companies to join the system. 

A common worry is that the overall transaction cost for Finnish securities in 

the Finnish markets has become high in European wide comparison. This 

raises questions regarding the sustainability of the current model as well as 

the existence of domestic Stock Exchange. However if more companies 

joined the book-entry system, the cost per company would be lower. Lower 

costs are in the interest of every player in the value chain (banks, brokerage 

firms, investors etc.), if it reflects on the overall transaction costs.  

European Commission has investigated post-trading price elasticity and has 

concluded that the price elasticity of post-trading is significant. However it 

should be noted that Euroclear Finland’s part of the whole transaction cost is 

relatively small. Even drastic reductions in Euroclear Finland’s prices would 

not necessarily increase trading significantly. Collaboration through the 

whole value chain is needed. 

Framework for potential benefits and costs for different stakeholders will be 

presented in chapter 2. To gain in depth understanding of the possible 

benefits and costs, 16 in depth interviews were conducted among experts 

from various institutions. The main focus of the interviews was on the 

benefits and costs for various institutions. Surveys were also sent to different 

types of Finnish companies. The surveys were conducted in order to 
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understand how different companies perceive the benefits and costs from the 

book-entry system. These methods will be discussed with more details in 

chapter 3. 

The main result of the research is that the more extensive use of BES could 

decrease transaction costs, increase market efficiency and improve 

supervision of companies. Major hindrances for the more extensive use are 

that companies are not familiar about what BES offers and the pricing of 

Euroclear Finland can be too high for some companies. However other costs 

weren’t found. The entire results of this study will be presented in chapter 4 

followed by conclusions in chapter 5. 

Finally the recommendations regarding the development of the book-entry 

system will be presented in chapter 6. Recommendations include increasing 

the knowledge of book-entry system among different stakeholders and 

targeting housing companies and mutual funds as possible future customers. 
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2 Theoretical framework 
This section first explains the logic of how possible benefits and costs are 

come up with and introduces the theoretical framework of possible benefits 

and costs to market participants from the BES. Then it concludes how new 

companies in the BES would affect the market efficiency and the different 

market participants’ operations. The theoretical framework is used 

throughout the report to reflect the findings to financial theory.  

Financial theory 

The financial system is based on that net savers provide funding to net 

spenders through the financial markets or financial intermediaries. This way 

the capital is available to the one who needs it the most and this should 

ensure efficient use of the capital. The BES is a system on the market, which 

is created to improve market efficiency. On an efficient market the cost of 

capital is lower because there are more securities and companies to invest in. 

This together with efficient information reduces risks to investors and lowers 

their barriers to invest which benefits all in sense of growing economy. Other 

relevant and a more practical theory is the operational efficiency. When there 

is no need to handle, transfer or storage share certificates, the transactions 

costs are lower. This means it is cheaper to operate with share certificates and 

thus with the same money you can make more transactions for instance.  

Efficient capital market is extremely important for the Finnish economy. For 

large corporations it is always possible to issue their stocks outside NOMX 

Helsinki Stock Exchange (for example London or New York), but for small 

and medium-sized enterprises (SME) the options are limited. In the recent 

years relatively cheap loans have been available for SME’s. However this has 

not always been the case and it is important to have both bank loans and 

equity capital available. Especially for smaller companies it might be too 

hard to seek market capital outside Finland. The Finnish economy and the 

individual SME’s are just not enough known abroad for them to attract 

investments. Euroclear Finland acts as a participant of the financial markets 

and this side of the chain is more closely examined.  
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The book-entry system 

Market Participant Benefits   Costs 

Companies/owners Increased liquidity  Cost of joining 
  Increased trading volume  Cost of maintenance 
  Investor attraction  Cost from changing system 
  Outsourced shareholder register Setting up book-entry accounts  
  Easier to borrow money   
  Cheaper loan     
  Efficiency and cost of transactions 
  No risk of lost or stolen shares 
  Mispricing of shares decreases 
 
Investors  More reliable value of shares Less arbitrage changes 
  Increased liquidity    
  More secure investing 
  Decreased trading costs  
 
Banks  Efficient collateral management Customers are less tied  
  Safer lending       
  More traded shares 
 
Bank of Finland Improved supervision 
  Market infrastructure outside of stock exchange 
 
FSA  Improved supervision 
 
Tax authorities Improved supervision 
  Knowledge of ownership more clear 
  Decreased monitoring costs 
 
Stock exchange More potential customers  Secondary exchange platforms 
  Improved image and reputation 
  Improved market efficiency 
  
Housing companies1 Higher collateral value  Euroclear Finland’s costs 
  Safer custody  Changing costs 
  Easier change of bank   
  Easier trade of shares 

Table 1 - Potential benefits and costs to market participants from the BES currently 

   
Table 1 lists the potential benefits and costs to market participants as gleaned 

in the beginning of this project. Benefits can be divided into five main 

categories: Liquidity, valuation, risks, capital cost and monitoring. 

Additionally, both benefits and costs can be divided into indirect and direct 

ones. Direct benefits and costs are such that participants see them directly 

from a company being in the BES. A direct benefit for a company would be 

for example an outsourced shareholder register that company immediately 

gets when joining the BES. Indirect benefits and costs derive through some 

improved process or another participant’s direct benefits. An example is safer 

lending of banks, because the companies are better monitored and their 

owners are easier to find.  

                                                   
1 Housing companies are currently not able to be in the BES and changes in law would be 
required.  
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Benefits 

When a company’s shares are as book entries, they will be easier to manage 

and trade. This is because shares as book entries may be traded online at any 

place and investors manage their holdings in their virtual portfolio. Shares 

don’t have to be physically carried nor handled and transaction costs should 

get lower. This should then increase the stock’s trading volume because the 

trading is less expensive. This is an example of indirect benefits not only to 

investors, but to stock exchange, banks and the companies as well. All 

participants benefit at least indirectly from increasing trading in the market, 

whether by direct commissions or by increased awareness of the market 

place. The awareness should be increased with more companies traded, more 

investors following the market and better supervision of companies on the 

markets. 

Lower transaction costs lower the barrier of trading and thus increase the 

amount of transactions and traders. This means improved liquidity and that 

all investors can buy and sell their shares more efficiently. Because of 

increased number of buyers and sellers, the spread between demand and 

supply prices of a share should decrease. Thus, the share is more credible 

valued and the risk of mispricing decreases. With the BES the rightful owner 

is easier to identify and risk of share certificates to get lost or damaged is 

minimized. Investors can also prove their holdings at any time in case they 

need to. 

Comparable information that Euroclear Finland provides from companies in 

the BES should in theory help market authorities to investigate and monitor 

companies and thus create credibility. Additionally, since all companies 

report according to same standards, monitoring should be easier and process 

benefits should be created. Also the investors benefit from this by having 

comparable data of the company. 

Costs 

Most of the costs the BES causes are direct costs. Direct costs to companies 

from the BES are mainly costs that Euroclear Finland charges for entering 
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the BES and for maintenance. Banks face different types of costs discussed in 

chapter 4 in more detail. Indirect costs mostly relate to outsourcing liabilities, 

which someone can see as risky. Outsourcing means for example an 

outsourced shareholder register, which is now in “someone else’s” hands and 

not in your own. But the relevant costs are charged by Euroclear Finland and 

majority of further discussion of possible benefits reflects to these costs. 

Extending the BES 

If new companies would join the BES, same benefits and costs would apply 

from joining companies. Additionally certain participants would in theory 

benefit or face costs if the BES is extended. Other participants surely benefit 

or face costs as well, but these relations were not clear enough in the 

beginning to make assumptions. 

Market Participant Benefits   Costs 

Investors  Easier trade 
  Lower trading costs 
 
Euroclear Finland Increased revenue  Increased liabilities 
  Improved market position Growth of supporting services 
  Improved awareness of the BES   
 
Banks  More tradable companies  System upgrading costs 
  Decreased unit costs  Turning share certificates into book entries  

Table 2 - Potential benefits and costs from expanding the BES  

 
New companies in the BES provide new tradable securities for investors and 

banks to trade. This added with lower transaction costs should increase the 

trading volume, not necessarily much but somewhat. More tradable securities 

should improve the companies’ performance when they compete against each 

other. This is because they have to attract investors to get financing among a 

larger group of companies and to stand out as a good investment. Increased 

trading volume improves the reputation and efficiency of the whole markets 

and thus all participants benefit from it. There are more possible benefits than 

costs listed in the framework and these possibilities are now valued in this 

research to see if and when the benefits are greater than the costs.  
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3 Methodology 
Two methodologies were used to conduct this study: interviews with experts 

of the subject and survey for different types of corporations. Both 

methodologies are presented in this chapter. 

3.1 Interviews 
Interviewing was chosen as the research method in order to gain in-depth 

understanding of the benefits and costs for various stakeholders. The 

objective for each interview was to understand the interviewees’ perspective 

to the research problem as well as to gain new viewpoints to the problem. 

The decision of key stakeholders was based on preliminary discussions with 

the principal. 

16 interviews were conducted among different parties who are, or who might 

be interested in, working with the book-entry system. In some interviews 

more than one interviewee was present. The organizations of the interviewees 

are listed below: 

• Aalto University 
• Bank of Finland 
• CapMan 
• Federation of Finnish Financial Services 
• Five banks 
• NOMX Helsinki Stock Exchange 
• PwC 
• Samlink Ltd 
• S-Ryhmä 
• Tax authority 
• Translink Corporate Finance 

 
After identifying the contacts, an e-mail message was sent to the subject 

regarding this research. The message was sent in order to prepare the subject 

for the phone contact which was made the next day.  

The form of the actual interviews was semi-structured in-depth interview. 

When conducting semi-structured interviews, the researcher decides a list of 

topics to discuss, but leave the exact choice of words and weights to the 

interviewee. This method was chosen since it can be extremely effective for 
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gathering details of the subject as well as acquiring information of the issues 

that weren’t known to exist before the interview. 

The interviews were recorded in order to preserve the accuracy of the 

interviews. 

3.2 Surveys 
Web-based survey was used as a research method to get quantitative data 

about how companies perceive the benefits and costs from book-entry 

system. The objective was to gain enough data to make generalizations about 

how different types of companies see the BES. The survey was conducted 

among three groups: 

A. Unlisted limited companies, which have not affiliated their stock in 

the system2 

B. Unlisted limited companies, which have affiliated their stock in the 

system 

C. Unlisted house managing agencies, which have not affiliated their 

stock in the system 

Due to the different nature of these groups, each of them was dealt slightly 

differently. The overall aim was gain understanding regarding the research 

question from company’s point of view: what kind of costs and benefits 

would be incurred if the firm affiliated their stocks in to the book-entry 

system? 

With group A, the CFO was identified to be the most suitable person to 

answer the questionnaire. A database of Finnish limited companies was used 

to gain the e-mail addresses of CFO’s of the Finnish companies whose 

revenue was over 1 000 000 euros in year 2010. The one million limit was set 

to limit the companies to most likely customers. A more appropriate 

measurement would have been the number of company shareholders, but this 

informational was not available. After filtering the data (publicly traded 

companies, double entries, companies under foreign ownership etc.), the data 

                                                   
2 Same survey was sent to selected cooperatives and public limited companies as well. 
However, only one answer from both was obtained. 
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was reduced to a list of 829 companies3. From these companies a random 

sample of 280 companies was drawn in a way that the each revenue class was 

represented4. 

Figure 1 - Distribution of Group A Revenues 

 

Explanation of Revenue Classes: 
4: 1 - 2 million Euros 
5: 2 - 10 million Euros 
6: 10 - 20 million Euros 
7: 20 - 100 million Euros 
8: 100 - 200 million Euros 
9: Over 200 million Euros 
 

The principal gave list of its current unlisted customers, which was used to 

send the questionnaire to group B. The questionnaire was sent to every CEO 

of unlisted customer (40). 

With group C, the same database was used as was with group A. Since the 

number of house managing agencies is much lower than the number of 

unlisted limited companies, minimum revenue of 100 000 euros was used 

instead of 1 000 000. This led to 485 CEO e-mail addresses for house 

managing agencies. 

                                                   
3 The number is relatively small compared to the number of Finnish limited companies with 
revenue over 1 000 000 euros. This is due to the fact that not every company had the e-mail 
address available. 
4 There are only 40 companies from categories 8 and 9 because the number of those companies 
in the reduced list was low. 
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After observing the results for 2 weeks it was revealed that the response rate 

to the questionnaires sent was far from acceptable. Since limited companies 

in group A was identified to be the most interesting from the principal’s point 

of view, phone calls to the companies were made to ask the CFO to answer to 

the questionnaire. Of the CFO’s those were finally reached, most declined to 

answer to the questionnaire. Typical reasons involved the lack of time and 

lack of knowledge regarding the book-entry system. 

Table 3 - Response Rates from Surveys 

 
Contacts Answers 

Response 
rate 

 Group A 280 19 6,79 % 
 Group B 40 1 2,50 % 
 Group C 485 4 0,82 % 
 

     Even after the phone calls the submission rates remained low (see above 

table). The results are discussed in chapter 4.11 but these results should be 

interpreted with very critical approach. They can be considered to be 

suggestive at best.  
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4 Results 
This chapter presents the results from the interviews and surveys. The results 

are categorized by different stakeholders. For example many interviewees 

commented on the possible benefits and costs for banks, which are presented 

in chapter 4.1. 

The benefits and costs for various stakeholders from more extensive use of 

the book-entry system are discussed in chapters 4.1 – 4.8. These chapters are 

based solely on the interviews. The main benefits regarding the financial 

systems are concentrated around decreased transaction costs and increased 

market efficiency. 

In chapters 4.9 – 4.11 benefits and costs for the companies themselves are 

discusses. In this chapter the results from the surveys are also utilized. From 

the company point of view, the main benefit is the easier access to 

trustworthy information about the company’s owners, and the trustworthiness 

that this sends to investors. However the benefits depend largely on company 

characteristics, such as size. 

The statements represent the opinions of the interviewees and not necessarily 

the opinion of their organizations. It should also be noted that even though 

the interviewees mainly stated their arguments as facts, in reality they might 

be subjective views of the interviewees.  

4.1 Banks 
Banks play a major role in the financial system. In this context banks provide 

funding for companies and issue securities for investors. They also trade 

investors’ securities, have custody services and may take collaterals when 

providing a loan. After several interviews with people in different key 

positions in notable banks and institutions following conclusion was made: 

Banks appreciate the book-entry system as the best possible system and 

would never return to share certificates anymore. The debate is about how to 

organize the system and what should the role of Euroclear Finland be. When 

costs are not considered, there is no better way to organize markets than the 

BES. Banks agree that even with the argued high costs, it is cheaper for an 
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investor to invest now than before the BES. BES decreases post-trade costs 

and increases market efficiency and volume. Therefore the benefits brake up 

to all participants.  

Banks benefit from the BES through automation. This means higher 

operational efficiency. The current trading volume would be impossible to 

handle without it. Corporate activities, such as dividend payout, are easier to 

execute through the BES than with the traditional physical dividend coupons. 

Due to automation banks need fewer employees to manage these actions and 

this saves costs. 

Operational risks involved are also much lower than with the share 

certificates. Share certificate stocks can get lost or stolen and have to be 

carried in suitcases. Custody is organized in electronic form and not in bank 

safes as with the share certificates. These changes decrease banks’ 

transactions costs and also increase operational efficiency. Banks said that 

almost all of the limited company shares in their custodies are already as 

book-entries. One bank believes that this amount is circa 99.9 percent.  

BES brings standards that market participants, including banks, highly 

appreciate. If there wouldn’t be a standard platform each bank should have 

their own systems that would communicate with other banks’ systems and 

this would be costly. From issuer’s side it’s very important that there are also 

others than issuer’s own customers that can trade issuer’s securities.  

Banks see that they would benefit from new companies joining the BES. 

Not only do they see it as lower transaction costs or increased efficiency for 

them as explained above but also in favor for the whole markets in Finland. 

Banks see they could get new custody customers when investors open their 

book-entry accounts. BES also enables issuing instruments that would be 

otherwise impossible. 

What comes to shares in BES as collateral, banks see little advantage. 

Cost saves can be seen from handling and storage of the share certificates as 

mentioned above. A positive factor is that shares as book-entries are 

homogenous whereas share certificates can be many sorts in appearance or 
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quality. On the other hand, there is not necessarily a better availability of 

financial statements or other documents if a company is in BES or not. The 

real difference is whether a stock is listed or not. What comes to shares as 

collaterals, banks acknowledge that shares in BES could be somewhat safer 

but other factors are weighted much heavier when a company is valued as 

collateral. Being in the BES doesn’t change the company, according to 

banks. One bank stated that there is nothing mentioned about BES being an 

advantage for a limited company in their manual for capital lending. Banks 

stated that it’s very rare that unlisted shares are used as collateral, because of 

their low collateral value. The listed companies have better collateral values 

mainly because of better liquidity, standardized reporting and more truthful 

share prices.  

There are contradictory opinions whether more companies in BES 

would immediately decrease banks’ unit costs in custody. A couple of 

banks stated that their systems need basically no updating or upgrading and 

they could lower their unit costs, some are not sure about the costs. The new 

companies should have some trading volume to be profitable for the bank. 

All banks see that it costs them something to go through all share certificates 

and transfer them into book-entries. If Euroclear Finland gets lots of new 

volume in the BES, one bank said that they would witness lower trading and 

custody costs; both for the bank and the investor. One bank charges a fixed 

fee for custody no matter how many customers they have. This is why they 

couldn’t lower their unit costs without a system update. 

Banks don’t see that many investors would change their bank if housing 

companies were in the BES. If housing companies were in the BES, in 

theory, it would be easier to switch bank as a customer with easier and 

cheaper transfer of mortgage as book-entry. It would be hard to prove that a 

customer changes bank because of this. Banks also said that they cannot 

predict if they would win or lose customers even if this phenomenon would 

occur. 

Banks criticize the costs deriving from the BES. They all agree that 

Euroclear Finland takes a too large cut from costs and the role of Euroclear 



14 
 

Finland should be reformulated. Banks justify their critique arguing 

Euroclear Finland is the only player in Finland with state granted authority. 

Suggestions are that either the current market position should be changed or 

Euroclear Finland should be made a real legal state owned authority. Banks 

also argue that Euroclear Finland makes them pay for something Euroclear 

Finland should pay themselves. These are costs especially related with the 

clearing of a trade. Banks have costs from employees and systems’ 

maintaining as well but still argue that Euroclear Finland’s costs are a big 

part of their total costs from trading and custody.  

Banks face costs from the BES from different directions. They act as issuer, 

custody, account operator and may have their own stock listed as well. Each 

transaction and book-entry account costs to them. Bigger banks have power 

to transfer larger share of costs to customer prices due to economies of scale. 

Smaller banks have to pay more of the costs themselves to keep their services 

attractive. Additionally banks charge customers their own fee to have a 

business. However, these costs are seen to be lower than in the paper world. 

Custody is said to be very costly in Finland in comparison to other countries, 

which derives from our market structure. One bank stated that warrants are 

costly to issue even though they usually are such short term. A bank has to 

carefully consider what instruments to issue due to the costs. Smaller banks 

see Euroclear Finland’s costs more crucial than larger banks. Banks criticize 

the Finnish markets to be costlier than some other developed markets. They 

recognize as part of the problem the small size of the market but still feel that 

Euroclear Finland is taking a too big of a profit. These statements need 

further research and actual comparison of prices to other countries. 

4.2 Investors 
Investors benefit from BES both directly and indirectly. If Euroclear 

Finland gets lots of new volume in the BES, one bank stated that they would 

witness lower trading and custody costs; both for the bank and the investor. 

According to interviewed auditor investors benefit from trustworthiness of 

the shares, when the shares are in electronic form their existence and 

genuineness is verified by BES and it is harder for criminals to make falsified 

documents of shares. Investors do not have to worry about lost of share 
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certificates, because BES can help with recovering their position of 

ownership. Furthermore nowadays almost everything is in electronic form 

and for investors it is also the most convenient way of handling their 

portfolio of investments. Investors also benefit indirectly when the company 

benefits from BES. 

Another indirect benefit for investors is decreased costs in M&A 

transactions. According to investment bank’s representative, who is familiar 

especially with due diligence process in unlisted company M&A 

transactions, the benefits from BES are concrete. When company is buying 

another company the work related to finding owners of the target company 

and current situation of the vested options can be large if company is not in 

BES. According to him, in many cases companies share register is not at the 

level as it should be, because there are conflicting and missing information. 

Also companies often subscribe options but do not register them in trade 

register, which means that after acquisition there can be surprises for buyer if 

it trusts only to trade register. When this is not a factor, which attracts 

companies to join in BES, it certainly benefits the investors of the companies 

in M&A situations. 

Banks see investors who can buy and sell shares online basically anywhere 

without going to their bank as the biggest benefiters from the BES. This 

statement mainly refers to listed shares but nevertheless they are traded as 

book entries. Investors also can see their investments and their value in real 

time. All attributes that state could attach to the BES increasing for example 

transparency would increase the whole system’s value. There is a possibility 

that foreign investors could be attracted with easier trading.  

4.3 NOMX Helsinki Stock Exchange 
The infrastructure for trading works well from NOMX  Helsinki Stock 

Exchange’s side and no significant technical problems exists. The 

existence of book-entry system is vital for modern stock exchange trading 

like stated in chapter 4.1. 

It is believed that if more unlisted companies joined the BES, the 

transaction costs for trading would be lower. The logic is that the new 
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entrants would be sharing the fixed costs which would lower the unit costs. 

This would allow Euroclear Finland to lower transaction costs and eventually 

lead in to more trading volume for NOMX Helsinki Stock Exchange. 

However some interviewees had strong opinions against this statement. They 

argued that in a modern economy companies will charge the highest possible 

price if real competition doesn’t exists. Euroclear Finland would not be an 

exception to this. 

It seems unlikely that more extent use of book-entry system would 

increase the amount of new listings in to NOMX Helsinki Stock 

Exchange. The absence of new listings has been a problem in the resent 

years. The costs directly associated with the listing process are less than 5 % 

of the total costs but the general impression is that there are all sort of high 

costs which must be paid to various stakeholders (including Euroclear 

Finland). However the real issue behind the absence of new listings is 

believed to be the Finnish entrepreneurial spirit instead of high costs. Finnish 

entrepreneurs just aren’t that interested in making their companies publicly 

traded corporations. The costs might be a drag on the process but probably 

not the actual obstacle. If more companies were in the system, cost per 

company would be lower, which could lower the overall barriers for listing, 

but probably not significantly. 

From Stock Exchange’s point of view, the existence of national book-

entry system is seriously questioned. Compared with United States, the 

national book-entry system causes “27 times the costs than European wide 

system would cause”. Most likely the most competitive service provider 

would exist in central Europe where the scale-advantages exist. For example 

the clearing has already been outsourced to Dutch service provider. 

4.4 Possible new marketplace 
A private OTC trading place might work in Finland.  An interviewed 

private equity fund manager implied that those family companies with wide 

base of family owners do have differences of opinions of how to run 

company and some of them might prefer selling their stock at close to market 

value. BES would make it possible to sell those shares more conveniently. 
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Interviewed auditor further sophisticated the idea and explained that 

Euroclear Finland could use its platform and work as a “private stock 

exchange” for family companies, where the rules were not as strict as in 

NOMX Helsinki. That could be made if that exchange was not public at all 

and it would be tailored to the needs of the family companies. In the 

marketplace family companies could buy and sell their shares with other 

family companies’ shares or within same family without the bureaucracy and 

other costs of NOMX Helsinki. According to interviewed auditor, this idea is 

interesting and revolutionary in a sense that usually it goes other way round. 

When company wants to trade their shares they aim for NOMX Helsinki and 

then need to join in BES, but in this case by joining in BES they could have 

an option to sell their shares in another place if they wanted to do that.  

However some of the interviewees do not support the idea about new 

public marketplace. The First North marketplace is somewhat less regulated 

than NOMX Helsinki main list and still it hasn’t managed no attract 

customers. However, the third marketplace could be close to a zero-

regulation marketplace.  

One of the main problems is that even if companies would list to the new 

marketplace, the investors might not be interested. Finnish investors usually 

put money rather into a bank account than stocks. And if they buy stocks they 

only buy the most secured ones. This means shares of the biggest, most stable 

and mature companies. For example, one bank estimates that 95 percent of 

their customers’ trading involves the large listed companies. Small cap 

companies account for one percent.  

Since the benefits for investors come from the regulation of the marketplace, 

zero-regulated marketplace would provide very little benefit. The less 

transparency the marketplace requires, the more risk the investor carries. A 

new public marketplace might be attractive for professional investors if First 

North ceases to exist. 

Banks don’t see new rating agencies as a great idea. In theory with more 

companies in the BES there could be new rating agencies for unlisted stocks. 

The problem would be to get more stocks into same platform. Banks said it 
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would bring more work for them because they need to find out about the 

rating agencies and monitor them constantly. The value of the ratings is not 

seen high and they would probably not be used in valuations. In the end, the 

rating would just be one opinion among others. Investors would probably still 

appreciate these ratings as they would give some guidance in choosing 

possible target companies. Investors could at least compare companies 

according to the rating agency’s standards.  

4.5 Bank of Finland (BoF) 
According to the Bank of Finland, infrastructure of the capital markets 

works well in Finland. From technical viewpoint the system is robust. There 

aren’t significant problems in equity, bond or payment side. This is highly 

appreciated, as the book-entry system plays significant part in the 

infrastructure and in the capital markets as a whole. 

More extensive use of BES would be beneficial for Bank of Finland from 

researchers’ point of view. Bank of Finland uses the information available 

in the book-entry system when it simulates the functioning of the entire 

market infrastructure. The amount of companies in the system doesn’t affect 

the simulations. However the data could be used for studies, such as invested 

capital and changes in ownerships. More observation points would add to the 

quality of these potential studies.   

The location of the Central Securities Depository in Finland has certain 

benefits for the practical undertaking of oversight by the Bank of 

Finland.  However, even if the European market becomes more integrated, 

oversight can be efficiently carried out in co-operation with the relevant 

foreign authorities. Certain frameworks for international collaboration are 

already in place. It is worth noticing, that the forthcoming emergency powers 

act requires that some functions must be kept on Finland’s soil. 

4.6 Financial Supervisory Authority (FSA) 
Finland’s Financial Supervisory Authority utilizes the book-entry system 

mainly to monitor possible market abuses. These abuses include insider 

dealings and stock price manipulations and are monitored by observing the 
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changes in stock ownership. The book-entry system is said to be “one of the 

easiest sources for data from supervisor’s point of view”.  What kind of data 

is available for FSA is a matter of legislation. FSA is happy with the current 

data and cannot think of beneficial ownership data that is not currently 

available. The main challenge in its current operations is the rapidly changing 

legislation regarding its responsibilities combined with the pressure of 

working with limited staff. 

Companies, which are not publicly traded, nor under the direct 

supervision of FSA, do not interest the Financial Supervisory Authority 

at the moment. This means that at the moment it would not benefit FSA if 

more unlisted companies joined the book-entry system. However there is a 

significant chance that the legislation regarding the responsibilities of FSA 

might change in the near future. The European Commission is working on 

new version of MiFID (Markets in Financial Instruments Directive), which 

would extend FSA’s responsibilities regarding securities, which are not 

traded on stock exchange. If the directive is passed – which FSA believes 

will happen – the book-entry system would be utilized with unlisted 

companies in the same way as it is utilized at the moment with listed 

companies. 

FSA does not acquire data related to the companies under the direct 

supervision of FSA (banks, insurance companies etc.) from the book-entry 

system. This data comes directly from the companies themselves or from 

their owners – no matter if the company is listed on stock exchange or not. 

This means that the reporting from companies to FSA isn’t any simpler for 

those companies registered in the book-entry system. FSA does monitor the 

balance sheets of the companies under direct supervision, but does not utilize 

the book-entry system in its investigations regarding the companies that the 

company under the investigation owns. 

FSA’s research might benefit from larger amount of unlisted companies 

in the book-entry system, if the amount would be significant. Besides 

monitoring for possible market abuses, FSA uses book-entry system to 

collect statistics for their research. FSA is interested in how much ownership 
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changes occur and how ownership is distributed among other things. Besides 

the companies under direct FSA supervision, Financial Supervisory 

Authority is also interested on the national economy on a general level.  

From FSA’s point of view, it is not necessary that the book-entry system is 

based in Finland. FSA’s easy access to the system is the essential question.  

4.7 Finnish Tax Authorities 
The purpose was to find out whether tax impacts are negative or positive to a 

company, which joins BES, and what are the related effects on tax 

authorities’ work. 

To understand what would be the impact for tax authorities’ work by further 

expansion of book-entry system, sources of benefits must be first think 

through in existing system, then locate factors that are missing in present day 

cooperation and finally look for possible ways to create needed 

improvements if the benefits in whole exceeds costs. Tax benefits for 

companies are presented in chapter 4.9. 

Tax authorities use book-entry system information for four different 

purposes. They collect four different kind of information via system such as 

information about dividends, stock trades, and ownership and for their own 

specific needs. Among the information about dividends paid, also the amount 

of tax at source and withholding on dividends is given via TaxMill5. In 

similar manner, information concerning stock trades and ownership is given 

in annual information returns once per year. 

The book-entry system delivers all information in same form. Therefore tax 

authorities can use and compile information about all companies in book-

entry system and make statistical analysis based on their purposes. That 

somewhat decreases the need to monitor one specific company closer and 

that of course decreases the work load (also for companies). 

                                                   
5 TaxMill is Euroclear Finland’s system to collect information regarding taxes from various 
parties related to BES. 
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4.7.1 Taxation problems related to ownership 
information 

There is a recent trend with decreasing stock trades occurring in NOMX 

Helsinki. It is estimated that nearly half of the volume done by Finnish 

investors is done by using international brokerages companies instead of 

domestic companies to invest money to other markets and that half of volume 

occurring in NOMX Helsinki is also made by using international brokerage 

companies. Besides that, brokerage firms also operate at third market by 

creating dark pools of liquidity, where they trade exchange listed securities 

over-the-counter to clients. All of those issues covered surely have an impact 

on the amount and quality of information received by tax authorities. 

Brokerage fees and custody fees are not always included with the 

information of selling price. In addition tax authorities would prefer 

information in a form which gathers information according to First In, First 

Out (FIFO) principle6, thus meaning that when investor sells shares related 

information should cover selling price, purchase price according to FIFO and 

all fees related.  From that information either the TaxMill of tax authorities 

could calculate directly the amount of taxes. However, it should be noticed 

that even this might as a whole decrease the overall costs for all participants 

it might be that it could increase costs for some of the related parties. 

4.7.2 Benefits for tax authorities related to expansion of 
the BES 

For tax authorities it does not make much difference who is giving the 

needed information (except in case of statistical analysis) if the 

information itself is trustable and correct. The next most important issue 

regarding information is timing. If that correct information does not come in 

time it will be rather costly loan for the company and also useless for tax 

purposes. The third most important thing is the easiness to achieve the 

information. From tax authority’s perspective it is mostly the company’s job 

to gather needed information and thus it does not increase that much the 

effort of tax personals. It was pointed out that if company does well and their 

                                                   
6 FIFO means that the first acquired items (securities in this case) will be sold first. 
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own systems can provide accurate information in time it does not differ much 

from the information channeled via TaxMill. 

The interviewee thinks that Euroclear Finland’s systems are trustable. 

When the information comes from one place it is easier to make corrective 

actions and implement changes more rapidly. Another benefit would be 

increased knowledge about person’s shares, when the issuer of the shares 

joins to book-entry system. Finally it was stated that it would make it much 

easier to reclaim property in electronic form and all the benefits created in 

book-entry system would be enlarged if more companies would be part of the 

system. 

4.8 Venture Capitalists (VC) 
Understanding venture capitalists and their point-of-view regarding 

information about BES is an important part of the Finnish capital markets. In 

this chapter both academic and practical benefits and costs to venture 

capitalists and their target companies, if BES would be used more 

extensively, are presented. 

4.8.1 Academic point-of-view 
Theoretical issues and value generating through BES was discussed with 

Aalto University professor, who is specialized in the area of small firm 

financing and venture capital. 

Pre-IPO companies, which are going to be listed, would certainly benefit 

from BES from VC’s viewpoint. According to professor it is positive signal 

for public and especially to investors that company is aiming to increase its 

shareholder base, look for more capital and grow fast. However, these are 

only a small percent in VC’s portfolio. 

VC funded companies would also benefit from BES if there is employee 

incentive program in place and implemented with shares / options / 

phantom shares. This would be applicable to companies such as family 

businesses. 
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Another important issue that BES would help with is the examination of 

target company’s books. For venture capitalists this process can be 

sometimes a nightmare and BES would certainly help with the issue by 

keeping records of the vested options and current owners of the company. 

However, it would require a fairly large shareholder base to be useful. 

BES can help to target companies also by being a mark of trust about 

their systems. If company is in BES the buyer will know that at least the 

information regarding ownerships is fine and think that also other 

information might be just as it should be.  

Like in other cases, from VC’s point of view BES benefits large companies 

with large shareholder base the most. In the of venture capital injected 

companies, those are typically relatively small with no changes in ownership 

and the number of owners is small. Another concern is that VCs would not 

want to tell their name to public with BES, especially the international VCs. 

4.8.2 Practical point-of-view 
Practical issues were discussed with private equity fund manager, who is 

experienced in buyout situations. 

The representative agreed with Aalto University’s professor’s that for 

the large companies with large shareholder base the benefits are 

significant. However, the representative disagreed with the concerning 

confidential information about stock ownership. It was argued that the private 

equity fund manager’s company’s investments are already public 

information. 

It was also agreed that BES is certainly useful in situation where 

company is aiming for the stock exchange. However, there was a 

contradictory opinion about the academic idea that employee incentive plans 

with options / shares / phantom shares would be in practice useful in Finland. 

The reason was that the Finnish tax law would make employee incentive 

plans impractical and therefore those are not used usually in practice. 

BES certainly might work as a quality stamp for companies from the 

practical aspect as well. When asked about the benefits of the BES in the 
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examination of target company’s owners, it was found out that usually 

lawyers deal in due diligence process with ownership information in target 

evaluation phase. 

It was also pointed out that family business with many family owners might 

be suitable candidate for BES, because some of the owners would happily 

sell their stake at the company to other people via arranged marketplace if the 

market value for shares would be available. 

4.9  Companies Regardless of their Form 
In overall companies do benefit from the system if benefits / cost relation is 

higher in the system than outside the system. That leads in situation where 

different aspects of companies must be considered and their effect on the 

value in the context of BES. 

There are various indirect tax benefits if company belongs to Euroclear 

Finland’s book-entry system. The findings support the idea that there 

wouldn’t be any downsides associated with the system and taxes.  

There are various benefits for a company belonging to Euroclear 

Finland’s book-entry system. The list of benefits is given below in 

alphabetical order. 

• BES is a working and trustable platform, which can potentially 
decrease costs by using economies of scale 

• Corporate activities like dividend payout and large option programs 
can be executed with higher efficiency 

• The tax treatment is equal with other companies in the BES 
• Information considering stock trades is delivered to authorities (good 

for owners of the company) 
• There is less contacts and time consuming investigations with tax 

personals leads to less cost 
• Ownership information will be delivered to tax personal 
• BES is outsourced and real time shareholder register that is also less 

riskier 
• Reputation of market place increases if more volume is created and 

companies get new potential capital raising opportunities. 
• Some of the tax related processes and investigations can be 

outsourced to Euroclear Finland 
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Many interviewees state that being part of the BES can act as a quality 

stamp for an unlisted company. Being part of the book-entry system might 

provide some credibility to the company in the eyes of investors and lenders. 

When stocks are transferred outside regular market places there is always a 

need for someone to ensure the legitimacy of the trade. Investors investing in 

small and medium sized companies would be able to get trustworthy 

information about the actual owners. The BES enjoys public confidence 

which means that when disputes rise, there are other responsible parties than 

the company and the investor (namely Euroclear Finland). 

Being part of BES would also be beneficial when a company wants to check 

its subcontractor’s backgrounds. If the subcontractor is in the system, reliable 

background information is easily available. This would be beneficial when 

the subcontractor is less known and subcontractor plays a key part in the 

success of the company’s business. 

The amount of credibility the BES brings depends on Euroclear Finland’s 

criteria to join the system. One interviewee stated that the role of Euroclear 

Finland would somewhat analogous to the house manager of housing 

company. Relevant new services and benefits beyond plain share register 

would play a large role when using quality stamp as an argument for joining 

the BES.  

If an unlisted company is seriously considering going listed, being part of 

the BES is beneficial. Joining the system would be a first step in a process of 

making the company’s stock publicly traded securities. It is often wise to join 

the BES well before actually going public. Joining the BES is an operation 

itself and it is usually easier to organize if the company doesn’t have to worry 

about the listing process at the same time. After the company has joined the 

BES it can take it time to see when the economic environment is in favor of 

going public. Many interviewees stated that while the possible future listing 

might be one incentive, it is usually certainly not sufficient. 

Considerable problem is that the listing of new companies is almost non-

existing in Finland. The main reason seems to be the cultural like stated in 

chapter 4.3. This is something Euroclear Finland cannot directly interact, but 
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it’s essential to this research. Many interviewees stated that Finnish 

entrepreneurial culture is way behind of what it is for instance in Sweden. 

Companies see no need to grow big and are happy with less than the 

Swedish. This is possibly one reason there are more companies in the BES in 

Sweden7. Finnish people know how to make a good product but know little 

of how to market it. Finland lacks the marketing people that could sell 

products. Labor force is very expensive and entrepreneurship is really not 

that much supported by the government as they tend to present, said one 

bank.  

Many interviewees see little benefits for a company from holding share 

certificates and see that the absolute biggest obstacle in front of the BES 

are its costs. Interviewees stated that with lowering costs to companies 

Euroclear Finland could rapidly witness many new customers. However, 

some interviewees feel that Euroclear Finland doesn’t have anything relevant 

to offer in exchange to system switching effort etc. and this is why the cost 

cutting alone would perhaps not bring in many companies instantly. This is 

largely, because they feel the BES only suits certain types of companies. 

Interviewed auditor thinks that Euroclear Finland also should add value 

added services in addition to share register. It was also stated that BES does 

not bring any extra bureaucracy or reporting in current situation. 

All participants noticed that the major contributor  to costs would be 

price of Euroclear Finland’s services. Many of the interviewees expressed 

their doubt about the benefits for unlisted companies to join the book-entry 

system. The incentives for unlisted companies were said to be small or even 

non-existing. Especially if the ownership of the company is relatively stable, 

and corporate actions are rare, motives for joining the system are hard to see. 

Many banks stated that mathematics is simple; if your benefits from the BES 

are lower than the costs, you don’t join it. There shouldn’t be any downsides 

associated with the system and taxes.   

  

                                                   
7 There are 169 companies in the BES in Finland whereas the corresponding number in 
Sweden is 1250 
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List of the important costs can be found below in alphabetical order.  

• Approval and issuing fee 

• Annual fees based on share/cooperative capital 

• Creation and annual maintenance of owner register  

• Other annual fees to Euroclear Finland 

• Sunken cost in form of former owner register system, possible 
layoffs 

• Euroclear Finland’s pricing might not support company’s structure 

Company structure has a lot to do with the realized benefits/costs in 

book-entry system. Companies which are most probable to join book-entry 

system have certain characteristics. A company with large base of 

shareholders will certainly benefit more from system than a small family 

company, because creating of owner register and updating it needs more 

work to be done when the number of owners is higher. Interviewed auditor 

estimated that the amount of shareholders cannot probably be less than 100 to 

reap economic benefits. However some interviewees estimated this figure to 

be “in the dozens”. Same applies to companies which are target of active 

trading of their stocks. Companies with inefficient system for withholding of 

taxes, updating ownership data and paying of dividends or willingness to 

outsource those functions makes a company potentially interested about 

book-entry system. 

4.10  Cooperative Companies and Case S-Ryhmä 
This chapter is mostly based on the interview with S-ryhmä representatives. 

In general cooperative companies do not need to do any withholding of taxes 

related to returning of surplus, except in two cases: 

1. Cases when cooperative surplus returned to members from worker 

cooperatives and is considered as an extra employee wage according 

to Finnish tax laws.8  

                                                   
8http://www.vero.fi/fi-
FI/Syventavat_veroohjeet/Elinkeinoverotus/Tulon_veronalaisuus_ja_menon_vahennyskelpois
uus/Osuuskuntien_verotuksesta%2810089%29#Ty%C3%B6osuuskuntien%20verotukseen%2
0liittyvi%C3%A4%20erityiskysymyksi%C3%A41  
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2. Bank’s cooperative surplus is returned in form of bank bonuses to 

members and is considered as investment income according to 

Finnish tax laws. 9 

In both situations BES could be used with TaxMill to process the related tax 

information and thus potentially create tax processing and investigation 

benefits to cooperative companies. However, those benefits are purely 

theoretical and practical issues should be further studied. 

Therefore needed services from Euroclear Finland to cooperative companies 

in general are different and thus the possible benefits are not alike with other 

companies. To make them equally interested of joining book-entry system 

the tariffs should be based on Euroclear Finland’s cost related to both the 

structure of cooperative companies and cooperative’s perceived benefits from 

services. 

Banks see Cooperatives, especially the phone cooperatives, as potential 

Euroclear Finland’s customers. There are only few services that can be 

served to them like maintaining the holder register and getting rid of some 

paper work. In the BES all addresses would always be up to date and the risk 

of shares to disappear or be stolen for instance is basically zero. This means 

the price could not be as high as for limited companies.  

 

In case of S-ryhmä their perceived benefits are small.  There are two issues 

which deteriorate benefits almost totally. Firstly, they do not benefit from tax 

withholdings at all. They have also built a costly system for administration of 

ownership data, which is incorporated in their CRM process. According to 

them separating some of the functions might be possible, but it might require 

unwanted changes in the organization. Secondly, their organization structure 

is totally differently than their competitor’s in BES, because SOK is owned 

by many cooperative local companies, thus they do not have one single 

owner, which might benefit from book-entry system. Finally local 

                                                   
9http://www.vero.fi/fi-
FI/Syventavat_veroohjeet/Keskusverolautakunnan_KVL_ennakkoratkaisut/Tulo_ja_varallisuu
sverotus/2011/KVL0232011%2815225%29 
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cooperatives can decide themselves and thus according to them they do not 

believe that they would prefer joining in book-entry system, when most of 

their functions are currently managed at SOK-Yhtymä. 

However, there might be benefits if the Cooperative is raising money by 

issuing public bonds. In other situations the case company’s representative 

was quite sure that book-entry system is not for them even before they looked 

deeper into current tariffs of Euroclear Finland. They don’t have any plans to 

go for stock exchange either.  

For cooperative companies with large number of owners the current 

tariffs are an obstacle that will eat all the benefits of book-entry system. 

Because of large number of owners usually those companies cooperative 

capital might be somewhat bigger compared to other companies, especially 

because they usually do not use debt a lot. That fact together with zero tax 

processing benefits in general, makes benefit to tariff ratio small to these 

companies, because they have to pay same amount than others, but they get 

less benefits. 

4.11 Survey results 
The survey sample consists of 19 companies which currently are not in BES. 

The amount of respondents compared to original sample size was small and 

thus any projections to population cannot be made. However, information 

can be still regarded as directional. The response rate and further information 

can be seen from Table 3 in methodologies chapter. The relevant background 

statistics and answers to open questions are included in Appendix 2 and 

Appendix 3. 

79 % of the respondents were already familiar with BES, but considering that 

the respondents are mostly CFO’s it is not a high percentage. By far the most 

common reason for respondent’s familiarity was their own investments in 

shares. Other reasons mentioned were public information or their former 

working experience.  

The most common form of keep shareholder register was doing it manually 

with Excel. Some respondents used separate customized program to keep 
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their owner changes up to date. One of these companies had also investigated 

the opportunity to use BES and decided that the issuing and annual fees were 

too high for their purposes. Another company, which had investigated the 

possibility agreed and further argued that it is not useful if you are not a 

public limited company or listed company. That respondent also explained 

that system is too stiff. 

Figure 2 

 

In the figures number 5 means completely agree and 1 means completely 

disagree with the statement.  

According to respondents outsourcing and safety for information was seen 

most important reasons for joining to BES whereas many respondents 

seemed to be suspicious about cost savings related to BES. In overall 

respondents thought that there are fewer reasons to join in BES than not to 

join. That can be seen from next figure, where factors preventing joining in 

BES are evaluated. In average they managed to get higher scores than 

supportive factors.  
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Figure 3 

 

From this figure it can be seen that respondents do not think that additional 

services offered by Euroclear Finland are too narrow or expensive nor that 

information regarding their ownership is prohibitive element. However, they 

do think that costs related to BES are somewhat high and joining process is 

complicated. In figure 4 the elements regarding willingness to join in BES 

are presented. 
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Figure 4 

 

This figure depicts quite well the overall awareness of the BES, because the 

information regarding benefits of BES for respondent’s company certainly 

achieved highest average. Also connection with stock exchange and costs 

related to Euroclear Finland services seem to be rather important for the 

willingness to join. Companies might think that if they are not going to stock 

exchange, why should they be in BES? Trading of shares was also seen an 

important issue for respondents. Improvement of the Euroclear Finland’s 

services and potential increase in VCs interest did not seem to be important 

factors, when considering willingness to join in BES. About the services, one 

respondent who also asked offer from Euroclear Finland wanted a share 

register that would take into account different powers of attorneys and 

partitions of share profits. In addition the respondent would appreciate a real 

time calculation of votes (latecomers) in general shareholders meeting. 

However, calculation of votes in those situations is currently included in 

Euroclear Finland’s services to issuers.  
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5 Conclusions 
This chapter reports main findings and conclusion drawn from them. All 

market participants see the BES as the best solution to organize markets but 

see lots of possible development possibilities that are discussed in chapter 6 

in more detail. 

The main benefits found from extensive use of the BES are decreased 

transaction costs, increased market efficiency and improved supervision of 

companies. 

Benefits from the BES in general are seen as automation of processes and 

electronic form of assets, which cannot be copied or falsely made. Market 

participants highly appreciate the BES and the standards that it brings to 

market place. In addition the BES decreases total post-trade costs, increases 

market efficiency and volume and thus makes stock market to display close 

to fair present values of assets. The investors benefit perhaps the most with 

more liquid shares at more fair values. 

Benefits for companies is seen related to trustable platform, corporate 

activities such as dividend payout and option program execution efficiency, 

taxation benefits (equal supervisory, outsourcing of part of the tax processing 

to Euroclear Finland’s TaxMill), real time shareholder register, reputation 

benefits and easier trading. These are all relevant benefits and need to be 

more valuable than the costs for a company to join the BES. 

The main costs are payments to Euroclear Finland. These are for example 

issuing and annual maintenance fees. Other important costs mentioned were 

fear of increasing administrative work due to sunken costs in form of former 

owner register system, possible layoffs and finally Euroclear Finland’s 

pricing might not support company’s structure, which could create conflicts. 

Major part of the possible benefits of more companies joining the book-entry 

system relate to the possibility that with more companies in the BES, the 

overall costs for an individual company would decrease. However there was 

considerable amount of skepticism that lower costs would not necessarily 

lead to lower pricing: after all Euroclear Finland is a public company whose 
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goal is to make profit for its owners. For example the NOMX Helsinki Stock 

Exchange charged “whatever it wanted” for 96 years. After the competition 

was Nordic competition was opened, it was forced to cut its pricing by 44 %. 

The lower cost is also a requirement for unlisted companies to join the 

system – not vice versa. Many interviewees emphasized on the fact that the 

pricing of Euroclear Finland should be more flexible and based on the costs 

inflicted by the company. Since unlisted companies are generally not as 

wealthy as publicly traded companies, the pricing for them should be 

considerable lower (especially since it is not mandatory for them to be on the 

system). Also since Euroclear Finland’s operational costs are independent of 

the company’s capital stock, this has been seen as an unfair meter in the 

pricing. 
Companies which might benefit more from BES have certain characteristics. 

According to this study, the more there are owners, changes in the amount of 

shares and willingness to aim for NOMX Helsinki the more probably is that 

company will benefit from BES. Old and large family companies might have 

some interesting benefits from the BES. Part of their owners might have 

incentives to sell their shares to gain more diversified portfolio of assets. The 

law change regarding taxation of options would encourage VC owned 

companies to favor options in their employee incentive programs and thus 

increase their benefits from BES, even when company was not going for 

IPO. Other company features such as growing or stabile companies did not 

seem to have any impact on their benefits or costs.  

When studying efficient collateral management, the possibility was that there 

could be cost savings and higher collateral values for shares in the BES. With 

shares in the BES, banks don’t have to handle share certificates or to keep 

them in vaults and thus banks’ costs are somewhat decreased. The process of 

collateral management was thus seen more efficient. However, since the BES 

alone doesn’t change a company to a better one, being in the BES would not 

change the company’s value as collateral.  

Tax authorities gain value from standardized information Euroclear Finland 

provides them and they can more easily make changes to reporting systems 
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considering companies in the BES and the information delivered via the BES 

and use statistical analysis in more efficient supervision. 

The new cooperative law will be presented to parliament in next spring. 10 It 

will allow cooperative companies to join in NOMX Helsinki and issue 

equity. This definitely leads to more customers for Euroclear Finland if 

cooperative companies could be encouraged to join in NOMX Helsinki. 

Building another marketplace was discussed in many interviews. This was 

seen as a threat to banks and NOMX Helsinki as it might increase their costs 

or competition. However, this would be an opportunity for Euroclear Finland, 

professional investors and certain companies, which might be interested in 

selling their shares with less bureaucracy and more flexibility.  

                                                   
10 http://www.om.fi/Etusivu/Valmisteilla/Lakihankkeet/Yhtiooikeus/1290610060428 
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6 Recommendations 
In this chapter recommendations regarding the development of the book-

entry system are given based on the research. The recommendations can be 

divided in to three different categories: which direction the book-entry 

system should be extended (chapters 6.1 – 6.3), how to attract more 

customers (6.4 – 6.6) and how to prepare the BES for changes in the future 

(6.7 – 6.8). Some of these recommendations requite changes at the legislation 

and some legal changes are already on the way. 

6.1 Extending the BES in to housing companies 
Housing companies are seen as a great opportunity for Euroclear Finland to 

consider. However, the pricing and how to deal with housing companies must 

be different than with other companies. Therefore that should be further 

discussed with housing companies to understand their business better. It is 

possible that Euroclear Finland would not profit much of this due to lack of 

benefits they can offer. 

Housing companies in BES would bring lots of indirect benefits. More 

people would recognize the BES including entrepreneurs with businesses that 

are potential clients to Euroclear Finland. Banks would highly appreciate this 

change. Currently the housing share certificates cover most of the banks’ safe 

floor space and this creates costs. Also collateral management would be more 

efficient, at least from the operating costs side. House owners would benefit 

from safer custody of their housing shares. Investors would see their homes 

and possible real estate investments in their virtual portfolio along with 

stocks and other investments. This is an issue of costs and services.  

Euroclear Finland should start by getting newly build housing companies and 

then spread the system with support of the feedback they have received. 

Older housing companies may be harder to get first to change their current 

systems. Euroclear Finland could try to get the large housing companies that 

have lots of processes and work. They could really be given some advantages 

in management and it could even be a business for Euroclear Finland, one 

bank stated. Euroclear Finland should ask banks, house managing agencies 

and real estate brokers how this would change their processes and if they see 
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some advantages here. The real estate brokers could be able to see the 

rightful owner and whether there are easements of some kind on the house. 

Euroclear Finland must be able to cut some costs for the participants, not 

only introduce a new one. One bank suggests the price from joining the BES 

should be lower than the cost of printing the share certificates. The 

government could support this activity by reducing the transfer tax on house 

trades when the house is taken into the BES.  

If housing companies were in the BES, in theory it would be easier to switch 

bank as a customer with easier and cheaper transfer of mortgage as book-

entry. However at the moment customers do not have to visit their current 

bank when switching. The receiving bank tends to be happy to pay the small 

transfer costs caused by the delivery of the mortgage papers.  

The survey to house managing agencies yielded contradictory thought on the 

matter. Although responses are not enough to draw conclusions concerning 

the population, individual thoughts have value. Some stated that an electronic 

register could be good development and at least solve the problem with lost 

share certificates. But the BES is not seen as an optimal solution. The system 

should be more flexible and customer driven, not build to profit a company, 

one agency states. Pricing is emphasized and it should not be costlier than 

current cost of similar services. One bank stated that there is no problem to 

solve and the BES wouldn’t bring any advantages that would cover the 

additional costs. 

6.2 Extending the BES in to mutual funds 
Several banks state that if the law allowing the layered model11 is accepted, 

Finnish mutual funds could join BES. Currently the structure is such that 

banks see it too costly for the mutual funds to switch to the BES and banks 

said that if the layered system is approves, it would reduce trading costs. If 

Euroclear Finland makes a competitive offer, they see BES to be a very good 

                                                   
11 In layered model the individual owners of companies are not publicly available, because 
banks only have to inform their whole number of shares in companies that their clients own 
together. Banks stated that this structure would bring cost savings. 
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alternative to mutual funds instead of every bank to have their own systems12. 

The problem here is how to get banks to leave their own build systems for 

mutual funds. Banks do currently have their own custody system for stocks 

as well. This means that Euroclear Finland just held a centralized registry and 

banks would keep their own systems as it is with the stocks; it would be the 

same with mutual funds than it currently is with stocks. There are new 

mutual funds established every now and then and these would be easier 

customers for Euroclear Finland since they would have to build own systems 

from scratch anyway. However, many mutual funds start with small cash 

reserves and have a lot to organize so Euroclear Finland must be active and 

show the client that they could actually save some costs in joining the BES. 

Mutual funds are mentioned in other interviews as well and they all suggest 

exploring the further cooperation with them. 

A couple of banks are thrilled about this opportunity. Trading mutual funds 

would then be as trading stocks now. Investors could then buy whatever 

bank’s mutual funds at any bank they wish. This would increase mutual 

funds’ credibility, make them more attractive, trustworthy and increase their 

trading volume. This would also create lots of volume in the BES.  

One bank came up with an added service that Euroclear Finland could offer. 

Since EU directives are constantly changing, Euroclear Finland could 

provide a scanning system which would monitor the mutual funds. It could 

give feedback to the custody community responsible for a mutual fund if all 

regulations are followed. It could also monitor the mutual funds’ own rules 

like riskiness and report possible deviations. If mutual funds join there should 

be process benefits for the banks as well. If mutual funds were in the BES, 

the use of them as collateral would be easier since no paperwork has to be 

done for it.  

The idea of monitoring services came up in few other interviews as well. 

According to one interviewee Euroclear Finland could look for a place in the 

value chain of verifying economic information. That would lead in same kind 

                                                   
12 Some ten years ago mutual funds were offered a chance to go into the BES but all banks 
saw it as a too expensive option. Mutual funds are in the BES in Denmark and a similar 
project is ongoing in Sweden. 
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of position that auditors and ISO certification providers enjoy currently. If 

Euroclear Finland could ensure that the economic information truly 

represents “true and fair view”, it could be a new mission for Euroclear 

Finland. This kind of verifying would be needed to increase and back up 

current quality stamp image of the BES. Otherwise, the quality stamp image 

could be achieved by buying it and thus everybody could get it and therefore 

the good reputation of it might be endangered. 

6.3 Extending the BES in to completely new fields 
In overall Euroclear Finland strengths seem to lie in two different places: 1) 

In strong IT infra-structure and platform and 2) being part of the capital 

markets. In general level new growth opportunities should be focused on 

either of those issues. In case of the first part, Euroclear Finland could look 

for extending its business to other registers such as car register or population 

register. That kind of growth would be achieved by focusing in Euroclear 

Finland’s platform’s strengths. The growth opportunities related to capital 

markets connections and share register certainly lie in places where are either 

large number of shares or frequently occurring changes in share owners. 

Another area where Euroclear Finland could create value to customers would 

be trustworthiness. For example one interviewee noticed that the credibility 

of timeshares would increase if timeshares belonged to BES. Euroclear 

Finland could also create value by organizing the platform for timeshares and 

helping with the trading by working as an intermediary. There might be a lot 

of shares because for each department there could be 52 week long shares. 

This is something that should be further studied by Euroclear Finland. 

According to interviewed Aalto University professor, another business 

possibility for Euroclear Finland would be a designing of special services for 

international investors. The professor interviewed suggested few possible 

services. It was mentioned that Euroclear Finland could provide information 

about regulatory issues and differences with taxation. Euroclear Finland also 

could do oversight in their area of economical information. Possible benefits 

from this would be that international investors might be more interested to 

invest in Finnish companies if the information asymmetries could be 
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mitigated. For Euroclear Finland there is a change to request extra payment 

for these services and of course more trading increases the profits in total for 

Euroclear Finland. 

Other possible BES customers suggested include voluntary pension funds 

and Luottokunta. Also funds like Finnvera or Tekes could have certain 

amount of their investments traded as book entries. Other than funds 

suggested are family companies such as Myllykoski, cooperative companies 

such as milk processing plants or meat processing companies. 

6.4 Increasing the awareness of the BES 
Marketing is an important aspect of Euroclear Finland’s business. Very few 

people tend to know anything from the BES and even if some corporate 

leaders would know it, they never get the idea that they could be in BES as 

well. Currently the largest problem lies in fact that company managers have 

false images about BES. Too many of them (and also other professionals) 

think that BES is only for stock exchange companies and that it might 

increase bureaucracy. The awareness of BES must be spread among 

companies with carefully planned marketing strategy. Euroclear Finland 

should be present in entrepreneur events and other similar events. It would 

help if the BES could be clarified in a way that more people would 

understand what it actually is. Company managers may just be too busy to 

think about things like the BES and have time to solely focus in their core 

business.  

6.5 Considering hybrid entry model 
One bank stated that joining the BES is very costly to a company if it doesn’t 

reach all its shareholders immediately. Therefore Euroclear Finland should 

offer a hybrid model where part of a company’s shares would be in the BES 

and the rest would remain as share certificates and in the company’s own 

register.13 Then finding the rest of the shareholders would be more flexible 

for the company. It might also increase the attractiveness for VCs, because 

then they did not have to include their shares in the system.  

                                                   
13 This is currently not possible, but the Securities market act reform (Part I) seems to support 
the hybrid model. 
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6.6 Making the tariffs more flexible 
Banks stated that Euroclear Finland’s tariff for banks is multifarious and they 

said that there are lots of smaller costs that sum up to be high numbers. One 

bank stated that they get tens of bills from Euroclear Finland each month. 

They don’t always recognize what the bill charges for and sometimes have to 

ask Euroclear Finland about it. However, they wouldn’t put effort in re-

organizing the price list but rather lowering the total costs. Another bank 

supported this statement and said that there are unnecessary lines like the 

clearing cost and matching cost of a trade separately although all trades must 

be cleared and matched. It is hard to calculate the actual cost of a single 

trade. This bank would like to see a less complex price list.  

One bank said they charge some foreign customers with whatever Euroclear 

Finland charges them plus their commission. So if Euroclear Finland’s prices 

change, they would be directed straight to the customer. This would be a lot 

easier if Euroclear Finland could provide the invoice with reference numbers 

to match the banks customers. Also the invoicing of money market 

instruments is said to be very complex and hard to understand. Certain costs 

Euroclear Finland charges are seen unfair. One is that the update of status of 

a trade in NOMX Helsinki Clear costs the bank.   

Banks criticized Euroclear Finland’s current pricing for the companies as 

well and have different suggestions how to improve it. One suggested 

principle agreed by several banks is that the prices for companies should 

reflect to the costs the companies cause to Euroclear Finland. Different types 

of companies should have different tariffs according to their size and 

structure. Pricing should be convenient for other than the largest and certain 

type of companies.  

There are other outsourcing possibilities for shareholder registers that are 

currently more suitable for many companies. Tariff gets credit for being 

transparent in a way that companies can fairly easily calculate their basic 

entrance and maintenance costs with their shareholder’s equity and number 

of shareholders. It would be at least equally bad if each case should be 

negotiated individually. However, the overall cost should be lower and more 
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appealing to potential customers to get them to join the BES. The work that 

someone in the company does for maintaining the shareholder register and 

related corporate activities must be costlier than BES would be to switch 

system. 

6.7 Preparing for layered model 
Banks hoped for a change in law to allow the layered model. This is due to 

lowered transaction costs and therewith higher market efficiency and 

volumes. Finland is one of three European countries that have not yet 

approved this system. Banks have various visions how the BES should be 

after the change. One said that Euroclear Finland’s register is sufficient 

without banks’ own systems in theory, but understands the business side for 

banks. Another stated that banks’ systems should get a more valuable role 

and argued that currently all holdings have to be in two separate systems. A 

couple of banks wished that no matter what happens there should be only one 

system, not two parallel systems. If the layered model is accepted it would be 

used and if not, the current model would stay. If the layered model is 

accepted but the current system is held beside it, would this create costs to 

every participant. One bank also wished that the registers of money markets 

and stock markets would be merged into one register. Currently multiple 

registers create costs. 

6.8 Preparing for possible law changes 
At the next year a new cooperative law will be introduced to parliament. It 

will probably take a year or more to become fully functional. The main idea 

of the new law is to establish a framework, which would give a possibility to 

cooperative companies to join NOMX Helsinki stock exchange by issuing 

shares and then paying dividends to share capital. However, the nature of the 

law would be that those companies would still remain cooperative companies 

with cooperative capital. This can be seen as an opportunity for Euroclear 

Finland to encourage cooperative companies to list in NOMX Helsinki. 

6.9 Other recommendations 
Incentives are needed and such could be for instance a higher non-taxable 

amount from selling proceeds. Politics always talk about speculation in 
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investing context and this creates a wrong kind of atmosphere. Finnish 

companies do not traditionally seek capital from capital markets but rather 

from banks and directly from private investors. Government should come up 

with some incentives for this problem as well. Current taxation for unlisted 

companies is seen as an obstacle for companies going public. Whereas it may 

be an incentive for start-ups, it reduces the willingness of going public for 

larger companies.  

Additional services and small advantages e.g. in collateral management bring 

little benefits and banks stated that Euroclear Finland should not focus on 

them but rather in real volume increasing factors. Euroclear Finland should 

collaborate with the stock exchange and other market intermediaries to 

increase volume in Finnish markets, whether it’s with listed or unlisted 

companies. Otherwise only Euroclear Finland can do is lower their costs.    

Banks agreed that if layered model is accepted it would definitely not be the 

end of Euroclear Finland but they would need to re-focus. There will be 

many less trading investors that want to have their holdings in Euroclear 

Finland’s systems to be transparent if parallel systems would be maintained. 

This would be considered a value. In this scenario the currently free book-

entry accounts could be charged something. Banks could participate in these 

costs. Banks hoped that in scenario Euroclear Finland would not compete 

against the banks with their current position, because Euroclear Finland 

would have a clear advantage.  

  


