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Summary  
 

In the last months we have watched the creation of the first transatlantic stock 
exchange, which was established when the New York Stock Exchange merged with 
Euronext grouping the markets in Paris, Amsterdam, Brussels, Lisbon and the de-
rivatives market in London. Few weeks later the new established NYSE Euronext 
signed a strategic alliance with the Tokyo Stock Exchange and prepared the back-
ground for a worldwide stock exchange, which will be able to trade stocks, deriva-
tives, currencies and commodities 24 hours a day. 

But it shows also, that there will be still place for local financial markets and 
the best way of acting is not acquiring the competitors in hostile takeovers, but as 
partners building up flexible global networks. It is a compromise between 
chauvinism and scale economies, where users gain greater choice and flexibility as 
well as shared technology, without offending national regulation and political 
resistance to foreign ownership. 
 

INTRODUCTION 
 

The globalization and liberalization of capital exchanges and deregulation of 
financial markets creates the opportunity to establish a worldwide financial mar-
ket, which operates 24 hours a day. Since stock exchanges became public 
companies listed on their own trading platforms, they develop strategies to at-
tract investors and get capital required to modernize their own facilities and for 
acquisitions of other markets.  

The benefits of further development of these processes are improving the ef-
ficiency of stock exchange operations and their settlement, the possibility of 
costs reductions and the access to foreign securities markets. The first suc-
cesses is the creation of international stock exchanges operating global, which 
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give enterprises the access to foreign capital markets and the possibility to trade 
with foreign stocks by brokers in different countries. 

Especially in Europe the progressing economic integration of European 
countries and the Euro are bringing the common European financial market for-
ward. When the City of London keeps its strong position as a major financial 
center, on the European continent most of the trading become centered in Paris 
and Frankfurt. These both exchanges were in fierce competition to become the 
dominant European stock exchange. Because many market analysts have pre-
dicted that the European Monetary Union would probably lead to the shutdown 
of the smaller European exchanges, some of them started to cooperate with 
each other or with one of the Continental giants. There are already several stock 
exchanges alliances in Europe, which have a regional range and possibilities of 
international access, like the Euronext, the German-Swiss Eurex, the Scandina-
vian NOREX and the based in Frankfurt Newex. The most interesting of them 
are the Euronext and NOREX. 
 

CONSOLIDATIONS OF STOCK EXCHANGES IN EUROPE – EURONEXT 
AND NOREX 

 
The Euronext is the first European grouping of stock exchanges and their 

derivatives markets, which was established in 2000 by the merger of the stock 
exchanges in Paris, Brussels and Amsterdam. Euronext acquired the shares of 
the LIFFE (London International Financial Futures and Options Exchange) in 
December 2001 and in 2002 the shares of the Portuguese stock exchange 
BVLP (Bolsa de Valores de Lisboa e Porto). The Pan-European exchange has 
also cross-membership and cross-access agreements with the Warsaw Stock 
Exchange and the Helsinki Exchange [1, p. 223-224]. 

The local national regulatory authorities kept the jurisdiction over the respec-
tive exchanges. Because their organization, scope and powers varied signifi-
cantly the French, Belgian and the Dutch regulators signed an agreement con-
cerning the coordination of regulation and supervision for the Euronext group in 
March 2001. The Portuguese regulator joined them one year later. The country 
from which issuers, members and investors access Euronext determines which 
regulatory authority is competent [2, p. 7-8].  

NOREX is the name of the strategic alliance between the Nordic and Baltic 
stock exchanges. It was formed as an alliance by the Copenhagen Stock Ex-
change and the Stockholmsbörsen in 1998 [1, p. 467]. The NOREX Alliance is 
unique by being the first stock exchange alliance to implement a joint system for 
equity trading and harmonize rules and requirements between the exchanges 
with respect to trading and membership. The Alliance currently consists of the 
Copenhagen Stock Exchange, Helsinki Stock Exchange, Iceland Stock Ex-
change, Oslo Börs, Stockholmsbörsen, Riga Stock Exchange, Tallinn Stock Ex-
change and the National Stock Exchange of Lithuania. These three Baltic stock 
exchanges have been taken over by the Helsinki Stock Exchange between 
2001-2004. The NOREX alliance is based on co-operation between independ-
ent parties and builds on the principles of a common trading system and com-
mon regulatory framework.  
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In the end of 2006 the leading investment banks: Citigroup, Credit Suisse, 
Deutsche Bank, Goldman Sachs, Merrill Lynch, Morgan Stanley and the UBS 
decided to establish a platform for stocks trading, which would be a competitor 
for the European national stock exchanges. In the beginning they want start with 
derivatives and later also currencies, commodities and stocks [3]. The legal ba-
sis for it is the Markets and Financial Services Directive (MIFiD), which is due to 
take effect from November 2007. The directives should help the European 
Commission to increase competition and sink costs by establishing of a Pan-
European multilateral trading platform [4]. 
 

ATTEMPTS TO ESTABLISH A PAN-EUROPEAN STOCK EXCHANGE 
 

As well the Euronext lead by Paris as the Deutsche Börse in Frankfurt tried 
for several times to merge with the London Stock Exchange to establish the 
dominating in Europe stock exchange. The City of London, with its wide interna-
tional connections, its web of brokers and end-users, and its loose alliance with 
clearing and settlement partners, is the biggest financial market in Europe. In its 
recent history there were two big trends: the move from informal to formal finan-
cial regulation and the revival of the City as a major financial center, what was 
achieved due to an influx of foreign financial houses since the 1970s [5]. 

The Deutsche Börse, lead by Werner Seifert, chief executive of, first tried a 
merger with the London Stock Exchange (LSE) in 2000, but a rival bid of the 
Swedish OMX ruined its plans. Since that Deutsche Börse made connections to 
the stock exchanges in Dublin, Helsinki, Vienna, Budapest and (via Eurex) to 
the Switzer SWX. The second takeover proposal to the LSE was made in De-
cember 2004, but this time there was a counter-offer of the Jean-François 
Théodore, chief executive of Euronext. Soon appeared two problems. One of 
them was how a merged Deutsche Börse and LSE will be regulated. The Ger-
man group is largely supervised by the economics ministry in the German state 
of Hessen, when the London's Financial Services Authority is the LSE's main 
supervisor [6].  

An other problem were Deutsche Börse’s and Euronext’s shareholders, es-
pecially TCI, a hedge fund which has bought more than 5% of Deutsche Börse's 
stock. The hedge funds, expected from the German exchange to buy back 
shares rather than overpay for the LSE. The problem exposed a weakness in 
Deutsche Börse's corporate governance, which supervisory board, drawn 
mainly from the big banks that controlled it before its flotation in 2001, could 
hardly be said to represent the current, wider ownership. Also a small minority of 
Euronext shareholders feared that their company's management might pay too 
much for the LSE [7]. Because of the shareholders action Werner Seifert lost his 
post and the Deutsche Börse withdrew its proposal; also the Euronext’s offer 
was not accepted by the LSE.  
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AMERICAN ACTION TO KEEP THE LEADING POSITION IN WORLD 
FINANCIAL SYSTEM 

 
The American stock exchanges are the biggest in the world. But a survey 

ordered by the New Yorker mayor Michael Bloomberg and senator Charles 
Schumer and made by the consultant firm McKinsey left no doubts, that the po-
sition of New York as the world financial capital is at stake. Liable for this are the 
strict legislation, shareholders claims and immigration rules, which impede the 
influx of qualified workers to the Wall Street. In the last few years a serious prob-
lem became the sinking number of world’s biggest IPOs (initial public offer) in 
New York. The biggest Chinese companies decide to go to Hong Kong, when 
the Russian oil company Rosnieft made an IPO at the London Stock Exchange. 
Companies are scared away by the Sarbanes-Oxley Act from 2002, which im-
pose enormous transparency obligations and costs by the strict American su-
pervision authorities [8].  

To change it the American stock exchanges decided to start an oversee ex-
pansion in Europe and Asia. By merging with or taking over the European ex-
changes – the Euronext in case of the New York Stock Exchange or the LSE by 
the Nasdaq – companies listed in Europe are not subordinated to the American 
law and regulators or supervisor authorities [9]. 

An other way of keeping its global position was cooperating or merging 
among each other. In the derivatives world, the Chicago Mercantile Exchange 
has successfully attracted both the Chicago Board of Trade (which it is buying) 
and the New York Mercantile Exchange on to its Globex trading platform, 
making the “Globex alliance” a powerhouse in international futures trading [10]. 
Earlier, both Chicagoes stock exchanges have successfully fought off a transat-
lantic threat, which was Eurex (Europe's biggest derivatives exchange, jointly 
owned by Deutsche Börse and Switzerland's SWX) attempt to create a competi-
tor for them in America. In February 2004, Eurex US started trading American 
Treasury futures in direct competition with the Chicago Board of Trade (CBOT). 
But the results were not impressive – open interest (open positions held at the 
exchange, the best gauge of consistent use) were around 70,000 contracts, 
compared with 3 millions at the CBOT [11]. 

In October 2006 both exchanges decided to merge – the Chicago Mercantile 
Exchange Holdings Inc. (CME) will takeover CBOT Holdings Inc. for 8 billion 
USD in shares. On that way the biggest derivatives exchanges in the world will 
be established [12]. 
 

THE BIGGEST TRANSATLANTIC MERGER – NYSE EURONEXT 
 

When the Deutsche Börse resigned to take over the LSE, the German ex-
change decided to create a Pan-European exchange by merging with the Eu-
ronext. But in Paris and Amsterdam the German offer was also rejected and the 
New York Stock Exchange made an offer for the Euronext, to enter in the Euro-
pean market [13]. Even the Italian stock exchange – Borsa Italiana seemed to 
be interested in this project [14].  
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Until mid-November the Deutsche Börse tried to make a counter-offer and 
even got the support of one of Euronext’s shareholder – the hedge fund TCI 
Fund Management [15]. Also a number of European (Romano Prodi, Prime Min-
ister of Italy and Jean-Claude Trichet, President of the European Central Bank) 
and French politicians (Jacques Chirac, President of France) and financiers (the 
finance lobby organization Paris Europlace prepared an European alternative 
project including Euronext and the German and Italian stock exchanges [16]) 
supported the idea of a Pan-European stock exchange. But the Euronext direc-
tory preferred the alliance with NYSE because of the bigger autonomy of the 
French and Dutch part in the new structure, what would be not the case if Eu-
ronext merge with Deutsche Börse [3].  

The merger between New York Stock Exchange and Euronext will operate 
as NYSE Euronext with a headquarter in New York and trading centers in Paris 
and Amsterdam, and the derivatives market in London. The NYSE gains on that 
way an access to the booming derivatives market and becomes a competitor of 
the German-Swiss Eurex [17]. Its market value is 20 billion USD and the capi-
talization of all listed companies is by 27 trillion USD. Both sides expect to save 
up to 375 million USD by cost reductions. In this situation issuers will have a 
possibility to chose where to list their shares and if they want to avoid the strict 
American regulations with the Sarbanes-Oxley act they can decide to go to 
Europe [15]. Of course the shares of the new established NYSE Euronext will be 
listed as well in the United States as in Europe [3]. 

In December 2006 98,2% of all Euronext’s shareholders agreed to the 
merger [17]. This same did also the national regulators and decided, that on 
each market only the national capital market law will be applicable – on that way 
the American regulations will be kept outside Europe [18]. 

On the other hand the Nasdaq failed to take over the London Stock Ex-
change. It made two attempts – the first one in March 2006 and the second one 
in February 2007, when it bought even 29% of LSE’s shares and tried a hostile 
takeover bid, but it failed [19]. On that way the LSE kept its independence and 
the NYSE Euronext has no other transatlantic competitor.  
 

STOCK EXCHANGES IN ASIA AND THEY COOPERATION WITH THE 
MAJOR MARKET PLAYERS 

 
The Deutsche Börse, which failed to take over as well the London Stock Ex-

change, as the Euronext, decided to growth by cooperation and acquisitions in 
Central and Eastern Europe and Asia [20]. It signed even a Letter of Intent with 
the Korea Exchange about cooperation, which should based on information and 
workers exchange and common servicing of IPOs [21]. The next step was the 
acquisition of a 5% stake at India’s second biggest stock exchange – the Bom-
bay Stock Exchange – in mid-February 2007 [22]. 

But once again, also in Asia, the biggest stake in the market got the New 
York Stock Exchange. In the end of January 2007 it signed a strategic alliance 
with the Tokyo Stock Exchange, which seems to be the first step towards a 
merger in future. Now, the cooperation should base on common projects in the 
field of financial product development, listing of companies and technology [9]. 
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The NYSE and TSE are the two biggest stock markets in the world – especially 
according to the market capitalization of all listed companies [23]. In Tokyo are 
listed such companies, as Toyota, Sony or Canon and its capitalization is higher 
then all stock exchanges in Europe together [24]. The NYSE already lists 19 
Japanese companies and hopes for more. But until the TSE goes public, 
possibly in 2009, its options for more formal tie-ups are limited. Only this could 
open the possibility for a share exchange between the to companies [10]. 

Taizo Nishimuro, CEO of TSE, wants to strengthen the position of the Japa-
nese stock exchange against the rising stock markets in Hong Kong and Singa-
pore. On the other hand the TSE has broaden recently its alliance with the stock 
exchange in Singapore and started to investigate the possibilities for a coopera-
tion with the Korea Exchange. Also the New York Stock Exchange tries to enter 
the developing markets in China and India and together with a group of inves-
tors bought a 20% stake at India’s biggest stock exchange – the National Stock 
Exchange [9]. 
 

CENTRAL AND EASTERN EUROPE 
 

The stock exchanges’ cooperation and alliances seem to be a natural trend 
and bring a common European financial market closer. But smaller institutions, 
especially in Central and Eastern Europe, face the dilemma of their future strat-
egy. They have recently re-establish their financial markets after a 50 years 
break and now, because of the lack of capital and the other burdens dated back 
to the Communist era, it seems that they will be absorbed by the Western Euro-
pean or global giants.  

The stock exchanges from the three Baltic States have decided to cooperate 
with the Nordic alliance OMHEX [14]. The Estonian stock exchange was taken 
over by the Helsinki Stock Exchange in 2001 and nowadays the OMHEX group 
has 61.6% shares of the Tallinn Stock Exchange – the rest of the shares is 
owned by Swedish and Finnish banks operating in the Estonian market. In 2002 
the Nordic alliance became also the major shareholder of the Riga Stock Ex-
change with 92.98% ownership interest.  

More complicated was the privatization of the Lithuanian National Stock Ex-
change in Vilnius. It 2003 the Lithuanian government decided to sell its 54% 
stake in the NSEL and 32% stake in the CSD. After a fierce fight between a 
consortium of the Warsaw Stock Exchange and Euronext (which was seen in 
Paris as a good form of cooperation in Eastern Europe) on one side [25], and 
OMHEX with brokers and financial investors, mostly from Sweden and Finland, 
on the other side [26], the Lithuanian authorities decided in March 2004to 
choose the offer made by OMHEX [27]. The example of Vilnius showed that it is 
unlikely that the integrating role will play an other Central European stock ex-
change. 

On the other hand the Vienna Stock Exchange realized in the earlier 1990s 
its chance to survive in the integrating European financial market only by be-
coming a financial center for Eastern Europe. Although its attempt to establish a 
stock exchange for the major blue-chips from Central and Eastern Europe 
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(NEWEX) failed, the Wiener Börse and their shareholder (the majority of them 
are Austrian banks) took over the Budapest Stock Exchange in Mai 2004 [28]. 
 

THE POLICY OF THE WARSAW STOCK EXCHANGE 
 

In the present situation the WSE has to act alone for the next few years, but 
also other solutions are possible – if the consolidation of European markets wills 
goes on, the WSE could join one of the alliances. It signed even a cross-
membership and cross-trading agreement between Euronext N.V. and the War-
saw Stock Exchange in February 2002 [29]. This agreement was not based on 
capital participation, but has to tighten up the cooperation between these two 
markets*. 

On the other hand in the Polish Council of Ministers has approved the 
Agenda Warsaw City 2010 in April 2004 and Poland has joined the European 
Union with a complex government strategy with the aim to establish in Warsaw 
a strong financial center until 2010, so in the extant of the Lisbon Strategy. The 
most important goals are to rise the capitalization of the WSE from the level of 
21% of the GDP to 40-50% (what correspond with the EU average), the en-
forcement of more liberal regulation and to sink the costs for issuers and bro-
kers. The placement of the WSE shares in the market is also planned and it will 
not oppose a potential alliance, but it can be even the best way to combine the 
privatisation of the WSE with going public [30].  

In the next years the strategy was modified and the new target is no more a 
strategic alliance with a Western European giant, where the Warsaw Stock Ex-
change would be marginalized by the much stronger partner, but to become a 
leader in Central and Eastern Europe [31]. This is emphasized by the new CEO 
– Ludwik Sobolewski – who wants to strengthen its position [32]. Warsaw con-
siders even to take over smaller stock exchanges in Southern Europe [14]. To 
achieve it the WSE tries also to attract foreign companies. In October 2003, the 
Bank Austria Creditanstalt AG became the first foreign company issuing its 
shares at the WSE. Even the biggest company in Central Europe – the Czech 
CEZ started to be listed at the Warsaw Stock Exchange in the end of October 
2006, rising their capitalization by 14% [33]. Together with investment firms from 
Lithuania, Estonia and the Ukraine (i.e. the brokerage house E-Volution Capital) 
the WSE wants to attract issuers from the region [34]. 

 
CONCLUDING REMARKS 

 
It seems that the globalisation of markets will push regulators to harmonise 

their stock-exchange rules and make real consolidation easier. Even now the 
transatlantic bids and mergers has encouraged American and British regulators 

                                                 

* Since November 2000 quotations on the Warsaw Stock Exchange have been taking 
place in the new WARSET system (WARsaw Stock Exchange Trading system). Such a 
system is also used in Paris, Brussels, Amsterdam, Chicago and Singapore – what made 
a possible alliance with the Euronext easier because of the similar IT systems used on 
both stock exchanges. 
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to cooperate more closely. However the problem is, that each financial ex-
change comes with a package of certain political, cultural and emotional factors. 
The defeat of Deutsche Börse, Euronext, OMX, Nasdaq and Australina bank 
Maquire by the attempt to take over the London Stock Exchange made obvious 
that alliances may offer the best alternative to acquisitions. Their success should 
be measured not only in returns to shareholders, but also in benefits to custom-
ers [10]. 

Worldwide alliances or stock exchanges operating all over the world bring 
benefits as well for their shareholders as for customers. For shareholders it 
means declining operating costs and rising devidens. For customers it has also 
many several adventages – the best example is the Eurex US, subsidiary of 
German-Swiss Eurex in Chicago, and benefits for American customers, which 
have been able to have their trades on both sides of the ocean cleared in Amer-
ica by the same clearing house with a single margin payment, less use of regu-
latory capital and an American tax break known as the 60/40 rule [11]. 

The future, presented on the example of the new NYSE Euronext with its 
partner exchange in Tokyo, can bring few global acting stock exchanges, trading 
24 hours a day, and a number of local financial markets. This means that there 
will be place as well for giants as for small national stock exchanges, like the 
Warsaw Stock Exchanges, which decided three years ago to establish a re-
gional financial market for companies and investors in Central and Eastern 
Europe. 
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Santrauka 
 

Pastaruoju metu turėjome galimybę stebėti pirmos transatlantinės biržos gimimą.Tai 
įvyko kai Niujorko vertybinių popierių birža susijungė su Euronext (Paryžiaus, Amsterda-
mo,Briuselio ir Lisabonos biržų grupe).Po kelių savaičių naujai sukurtoji NYSE Euronext 
pasirašė strateginės partnerystės sutartį su Tokijo vertybinių popierių birža,taip sudaryda-
ma prielaidas pasaulinės biržos įsteigimui,kurioje prekyba akcijomis,ištekliais,valiuta ir 
prekėmis vyktų 24 valandas per parą. 

Bet tai taipogi parodo,jog vis dar bus reikalingos ir vietinės finasų rinkos,ir kad geriau-
sia veiklos strategija yra ne konkurentų perėmimas,bet partneryste grįstų lanksčių sąjungų 
formavimas. Tai kompromisas tarp fanatiško savosios rinkos garbinimo ir masto ekonomi-
kos,garantuojantis vartotojams geresnio pasirinkimo galimybę naudojantis vienoda tech-
nologija ir drauge nenusižengiant nacionalinei tvarkai ir nesukelint politinio pasipriešinimo 
užsienio kapitalui. 


