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For companies outside the U.S., a major component of their investor 
relations strategy should be how best to access the deep pockets of the 
U.S. equity market. The U.S. is a key market; however, International  
companies may not be optimizing their targeting of U.S. investors and 
therefore are underweight in U.S. investor portfolios.  

Set against the benefits of engaging a U.S. audience to grow and 
diversify their company’s shareholder base and improve liquidity and 
visibility, investor relations teams must decide how to allocate limited 
management time and resources. The good news is that amendments to 
the Securities Exchange Act and subsequent off exchange deregulation 
have given issuers listed on global exchanges more cost-effective 
options for accessing institutional and private investors in the U.S.
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Number of Ultra High-Net-Worth Individuals in 2019, by region



The first place that issuers often look when 
targeting U.S. investors are the largest asset 
and fund managers, such as Vanguard, State 
Street and Blackrock.  Sitting beneath the top 
institutions, family offices, high-net-worth 
individuals and private investors, are a 
significant number of fund managers in smaller 
investment banks who are significantly more 
active in the U.S. retail space than in global 
markets.

A significant number of smaller U.S. funds 
(often considered large by international 
standards) are unable or unwilling to buy 
directly into an overseas market. Many retail 
investors are also virtually locked out of trading 
shares of foreign issuers unless those 
companies have a U.S. ticker symbol that can 
be bought in U.S. dollars during U.S. market 
hours.

Switching the lights on in the local home 
market will effectively provide access to all U.S. 
investors.

The Relative Size of the U.S. by 
Market Capitalisation 
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Source: World Bank Development Indicators Data as of 2019



One of the most important decisions a company makes is where to have 
their shares traded.  A company’s public market can affect its liquidity, 
transparency and investor visibility.   

Under Exchange Act Rule 12g3-2(b), international companies are 
exempt from SEC reporting if they are a Foreign Private Issuer and 
make whatever information is required by their home market 
regulator publicly available to U.S. investors in English.

We are interested in a broad and regionally diverse shareholder base so it 
goes without saying that we want access to the world's largest equity market. 
About 20% of our shareholders are located in North America and BASF has 
for a long time had a local IR representative in the US to better serve them. 
BASF ordinary shares are listed on the Frankfurt Stock Exchange and our 
ADRs and F Shares have been traded on OTCQX for many years. Being traded 
on OTCQX is a cost-effective way to maximize our access to the US investor 
base while providing investor confidence that certain regulatory and 
compliance standards are being upheld

- Dr. Alex Sokolowski, Investor Relations in North America for BASF SE

Selecting an Efficient U.S. 
Public Market
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International companies that trade on the OTCQX® Best Market, the 
premium tier of OTC Markets Group, can leverage their existing reporting 
standards and make disclosures available in the U.S.- utilizing SEC 
reporting exemption (Rule 12g3-2(b)).  



Companies that trade on the OTCQX Market 
are distinguished by the excellence of their 
operations and financial qualifications. Global 
issuers including adidas AG, Air Canada, 
Banorte, BASF SE, BNP Paribas, 
Deutsche Telekom AG, Hugo Boss AG, 
Roche Holding Ltd, Tesco and Wal-Mart De 
Mexico S.A.B. de C.V have made OTCQX the 
trading venue of choice for both their American 
Depositary Receipt ("ADR") and ordinary 
shares. These industry leaders are among the 
growing roster of international companies who 
share a commitment to providing their 
investors with the premium trading experience 
the OTCQX Market delivers.

The simplified requirements of the OTCQX 
Market and the ability of foreign issuers to 
utilize SEC reporting exemption Rule 
12g3-2(b) help to remove trading restrictions 
-- complementing a company’s home market 
reporting. There are no Sarbanes-Oxley and 
SEC Reporting requirements to trade on 
OTCQX -- alleviating the burdensome, costly 
and duplicative exchange listing requirements. 
In turn, a company achieves better visibility and 
a fair valuation in the U.S. public market, while 
increasing the effectiveness of its investor 
relations program.

Why Choose the OTCQX Market? 
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Trading on the OTCQX Market indicates to brokers and investors that an international 
company:

Trades on an SEC-recognized “Established 
Public Market”

Meets high financial standards (penny 
stocks and shells do not qualify)

Is current in its 12g3-2(b) obligation

Follows best practice corporate governance

Is Blue Sky compliant in 37 states

The OTCQX Market has been a great asset for Roche 
and has enabled us to broaden our investor base 
here in the U.S. by offering a complementary 
investment opportunity to our shares trading on the 
Swiss exchange. Over the past 12 years, we have 
seen substantial growth in the program and Roche 
now has the largest Level I ADR Program of any 
European pharmaceutical company and the largest 
ADR program on OTCQX.
- Loren Kalm, Investor Relations Officer at Roche Holding Ltd



For broker-dealers to recommend, solicit or 
even discuss a security with investors in any of 
the 50 U.S. states or 4 U.S. territories, the 
security must comply with the Blue Sky laws of 
the state where the investor resides. Blue Sky 
laws, which are determined individually by 
each state, generally mandate that a company 
discloses accurate and current information 
when offering or marketing securities — with 
the goal of helping investors make more 
informed investment decisions.

Today, Blue Sky laws regulate companies, 
brokers and investment advisers when 
participating in an offering of new stock, 
sending research reports, or soliciting trades 
from customers.  Investment professionals 
across the U.S. must consider Blue Sky laws 
when determining where they can solicit or 
recommend securities.

In addition, sell-side equity research providers 
are unable to write and distribute their research 
on Pink companies to investors in non-Blue Sky 
states.  In turn, this creates an inability for 
issuers to maximize exposure to true stock 
pickers who are most likely to take a position. 

The Importance of Blue Sky 

The SEC recognizes the OTCQX Market as an 
“Established Public Market” for public pricing, 
based upon the availability of public information 
provided to investors.  Building on this 
recognition, OTC Markets Group has also 
sought Blue Sky secondary trading exemptions 
for its OTCQX Markets on a state-by-state 
basis, with the continued goal of promoting 
increased transparency and disclosure.

To-date, the OTCQX markets are exempt 
under secondary trading rules in 37 states of 
the 44 states that have a manual exemption. 
This process has involved working closely with 
regulators in these states on a tailored 
approach to granting exemptions, no-action 
letters, administrative orders and formal rule 
changes. 
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As of July 2020, the OTCQX Market has Blue Sky status in 37 states and the OTCQB Market in 33 
states.

The Importance of Blue Sky 
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It is important to note that the Pink Market does 
not have financial standards or disclosure 
requirements. Many foreign companies trading 
on the Pink Market may not be aware that they 
already have a ticker symbol and that their 
shares are trading in the U.S. As such, those 
issuers with securities trading on the Pink 
Market may not be aware of the adverse 
impacts. 

The broad spectrum of Pink securities includes 
international companies that limit their 
disclosure in the U.S., penny stocks and shells, 
as well as distressed, delinquent, and dark 
companies not willing or able to provide 
information to investors. As a result, many 
brokers-dealers and clearing houses place 
restrictions on trading in Pink securities. This 
affects Blue Sky compliance impacting how 
information, research and advice is distributed 
to investors. 

In contrast to Pink, the transparency and 
disclosure inherent in the OTCQX Market helps 
companies clear such hurdles and solves for 
these challenges.  The OTCQX designation is 
displayed on major financial portals and online 
brokerages used by U.S. investors to research 
and trade securities. More notably, 
approximately 40 global and U.S. broker-
dealers use our compliance products. 

Brokers and Clearing Houses Place 
Restrictions on Trading in Pink Securities 
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Firms like MCAP make markets in several thousand 
different securities – most of which are non-US 
based – for their clients. Stefan Spath, Managing 
Director at MCAP, describes his firm’s role as ‘a 
conduit between US investors and non-US securities 
that are traded in non-US markets’ and says the role 
of markets like OTCQX has ‘hugely simplified’ the 
post-2002 trading environment.  Spath describes the 
advent of more sophisticated OTC Markets as 
arriving in the wake of a sweep of corporate 
regulatory reforms – more familiarly known as the 
Sarbanes-Oxley (Sox) Act – put in place by the SEC 
in 2002.

- Stefan Spath, Managing Director at MCAP



Many foreign issuers are unaware that there 
are limitations as to what can be achieved by 
solely listing in their home (primary) market.  
Cross-trading on OTCQX not only diversifies 
the company’s U.S. shareholder base, but also 
positions the company to appeal to those 
investors and broker-dealers who prefer to 
make markets in securities that trade and settle 
in U.S. dollars during U.S. trading hours.

For international firms, whose primary listing is 
outside of the United States, there are 
advantages that trading on OTCQX can 
provide within their domestic market. There is 
clear evidence that being traded on OTCQX 
gives international issuers the benefit of 
increased U.S. investor holding and an increase 
in liquidity and share value in both the home 
and OTC market.

Benefits of Cross-Trading in the United States:

Cross-trading on OTCQX:  Bridging the 
Gap to Access U.S. Capital Markets
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International Issuers continue to see cross-
trading as a viable path to access an alternative 
secondary market in the U.S.— as further 
evidenced by OTC Markets’ 2019 U.S. dollar 
trading volume, of which $329 billion is 
comprised of 79% of foreign primary-listed 
issuers cross-trading in the United States.

Market your company’s visibility and maximize outreach to investors 
- including broader distribution of company news, financial 
disclosures and presentations

Make your financial information, research, pricing and risk 
assessment more broadly available to U.S. investors

Diversify your shareholder base

Appeal to those investors who prefer securities that trade 
domestically in U.S. dollars

Enhance visibility among broker-dealers by supporting broker and 
sell-side compliance



Quantifying our issuers’ experience is a 
fundamental barometer of the efficacy of our 
markets. The 2019 Oxford Metrica study 
demonstrates that trading on the OTCQX 
Market has enabled international companies to 
substantially increase the proportion of 
shareholders based in the U.S.

An Opportunity to Enhance 
Home Market Liquidity

Cross-trading also presents reciprocal 
opportunities for issuers to enhance liquidity in 
both their home market and abroad. On 
average, companies experience a home market 
liquidity increase of 26% and an OTC Market 
increase of 67% after joining the OTCQX 
Market. 

The historical performance underscores the 
benefits of a comparable, lower cost alternative 
and faster roadmap to entering the public 
markets, in contrast to the larger U.S. 
exchanges.
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We see first-hand the value created for companies 
that choose to cross-trade on OTCQX. These 
companies experience greater liquidity in the 
Canadian Market while also increasing their 
percentage of US ownership.

- Richard Carleton, Chief Executive Officer, Canadian Securities 
Exchange



Ultimately, global issuers have an opportunity 
to expand their corporate presence in the U.S. 
with a cost-effective alternative designed to 
reduce trading frictions and improve the 
marketability of their securities in the U.S. 

We welcome the opportunity to help you 
execute your U.S. strategy and provide an 
efficient U.S. market experience that best 
reflects your home market prestige and allows 
you to take command of the market in which 
you trade.

Chris King, Senior Vice President
Corporate Services

T: (212) 896-4459 | C: (347) 383-5521
cking@otcmarkets.com

Conclusion
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