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An Increasing Role of Capital Markets
for Economic Development
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Public finances and bank loans increasingly give way to capital markets.
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The above diagram is NOT exhaustive.
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Demand Supply

v Income level is Individuals Market - v Local cos are
low, and H ] predominantly
households are |_. Infrastru Cture f Foreign- dependent on
predominantly E —| Nonife § owned bank loans.
dependenton 12 &|  jnsurance 8 companies Foreign-owned
bank deposits. | & 3 companies are

v/ Economy is
small.

v Non-life

overweighs life.

v Pension funds
are small.

v Informal
economy is
sizable.

Pension funds

Informal
economy

v Inefficient market

v Long-established central bank
Vs new-born cap. market
regulator

v Capital-rich banks vs poorly-
capitalized broker/dealers
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State-owned
enterprises

Government

dominant, and
rely less on
local financing.

v" SOESs remain
substantial.

v" Govt crowds
out the private
sector.
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Local Markets

- Local
preference, home
country bias)
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Fed SEC

Regulatory Complexity with . .
Market Development » Brokerage/Stock is simple

enough to accommodate a
double reg. agency model.

* As service/product lines
evolve, the cap market
regulation may overlap the
traditional jurisdiction of
the central bank (i.e. credit
concerns) .

* Asingle reg. agency model
may work better.
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» Market Impact
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PPP/AM Ratios of Per Capita Income
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AM Per Capita Incom in US$
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GDP and Bond Market Size

US$64 (30-136) bil.?

Per Capita GDP

2 10 50 100
$32.202  $6.440 $1288  $644
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Size of Bond Markets (% of GDP)
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Bond Market Size

(% of GDP)

Bond Market Sizes & PPP-adjusted Savings

Bond Market Sizes & Saving Rates
of Developing Countries

of Developing Countries
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Savings Rate (% of GDP) PPP-adjusted Savaings (US$ bil)
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Trading Action Circle

Components of Broking
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