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: (1) a PRIMARY

MARKET. and (2) a
SECONDARY MARKET. The
main function of a primary
market is to assist enterprises
in raising capital by distribut-
ﬁ;:rpnr-tt securities to the

Savers require liquidity.
They want to be able to sell
their securities, if they choose
to. quickly and at a reasonable
cost. This only comes through
a “Responsive Secondary
Market” A well functioning

secondary market is vital to
nomic

eco . It provides
the mechanism for efficient al-
location of capital. Equally im-
portant is fts role to the devel-
opment of a sound and func-
tioning primary market.
Development of a strong
sccondary market depends on
institution building. Securities
operations are highly spe-
clalised activities requiring
well-developed transaction,
functional and regulatory ex-
pertise. Lack of adequate
Government support and regu-
latory back-up hampered the
growth of essential market
institutions in many emerging
markets. Lack of expertise,
capital, and experienced stafl
further added to the problems.

Secondary Market

At the outset | spelt out that
a strong secondary market is
essential to the development
of a strong primary market.
Savers require liquidity, and
this cannot be overempha-
sised. A liquid market can ef-
fectively bridged the high lig-
uidity preference ‘of savers
with the long-term capital re-
quirements of the private sec
tor. It is impossible to Ainance
large economic infrastructure
and private sector projects
with capital committed for
only the short run, A well-func-
tioning securities market can

rform this intermediation

ncton of transforming per-
sonal savings to capital avall-
able to tndustrial and national
projects for the long run.

Secondary market develops
in response o economic de-
mands for more efficient
mechanisms to carry out
transactions and to collect and
disseminate {nformation on
the terms of the transaction.
The efficiency of a secondary
market is a function of its
LIQUIDITY, the orderliness of
market CONDITIONS. and the
quality of a market's ORGANI-
SATION. Each of these aspects
is important. Liquidity fosters
orderly market conditions and

influences the character of a
market's organisation. In turn,

orderly market conditions add
good market organisation
promote market liguidity.
MARKET LIQUIDITY has
two aspects : (1) certainty of
price (liquidity proper) and (2)
expected marketablility. The
degree of certainty or pre-
dictability of an asset's
value is referred to
as liquidity proper. Thus,
liquidity proper depends on
how much is known about an
asset’'s unde value, and
underlying value refers to an
asset's value f no time

constraints are | on its
disposal and if the conditions
in the markets remain

tonstant. Securities traded on
all organised ‘exchanges are
generally high in liquidity
proper. Marketability of an
assct refers to the expected
case or difficulty in realising
the asset's underlying value
during the period of time,
allowed for its disposal.
"ORDERLY market condi-
tons” is an important concept
- referring to a situltion in
which a market operates
properly withtn a given eco-
nomic environment, and opti-
mal benefits can be realised.
Three types of disorderly
exist u
Ilza.l|'.|:|ulrh|:ﬂl;'::m:’r it ¢
* when artificial barriers are
created to market entry, and
the price of a transaction is off
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a market's demand/supply |

schedule.

* false rumours may mislead
a market’s participants and led
to price manipulation.

* overreaction to a prior
price trend may cause

Strict M.E. et Regulation

can effectively counter such

l* zuallty ul'nnnrdim-r t's
ORGANISATION refers to the
operating effictency of the in-
stitutions that service
a market - brokers., ex-

changes, clearinghouses. insti
tutional investors, media cov-

marks are highly, lquid ang

ng relevant infor-
mation. In such markets, all
aspects of a transaction are

mrr;cw.empth

In their markets it is difii-
cult for brokers to match buy-
ers and sellers. Often the
problem stems from the ab-
sence of sufficient number of
investors. It is desirable to
have both (1) a sufficient num-
ber ol investors and (2) a bal-
ance between institutional in-
vestors and individual in-
vestors. Inadequate financial
disclosure makes things diffi-
cult for investors to have
meaningful idea of the value of
the securities available.
Additionally weak financial
support for the trading system

is a big problem.
Market Institutions

Intermediaries such as bro-
kers, dealers and under writ-
ers play very vital secondary
market role. In all emerging
markets, variety of institutions
like securities firms. merchant
banks, finance companies, de-
velopment finance banks etc.
among other, are involved In
these aclivities., The broker-
dealer firm, tin many eme
markets, is one of the st
market institutions. suf-
fer generally from lack of capt
tal and professfonal expertise
in moderm trading skills. In

A Responsive Secondary Market

many cases. they are
one-man professio

nancial institutions as corpo-
rate members of the ex-
changes. since many individual
members are constrained in
their capital and professional
stafll development. Corporate
members can conceivably bet-
ter train and develop core pro-
[essional staff for securities
market operations, including
latest market techniques. The
scparalion between ownership

by Maj. Gen. M.A. Matin (rewd)

and management of market investment in the secur-
institutions would alse en- ties market. it a
hance professionalism in secu- @reater stability.
rities business. rate :

would generally * the capatialy 1 evi uate

here
Exchanges did not allow cor-
members until 1971,
decades after securities firms
as partnerships had developed
a fairly sophisticated market-
place in that country.

ing that the

:

Institutional Investors

in many emerging markets.
“institutional investors™ played
a very limited role. However.

institutional investors is im-
perative.

institutional investors pro-
vide:

* a constant flow ol new
fuinds to the securities
'.r..1rhel

*  u lwundation for long-term

Suits Versus
Bangkok Money Olympics

potential invesuncnts on a

more professional basis

than individual investors.

the later in the

especially in

reacting more naturally to

temporary adverse market
developments.

Investment companies

pooled

ing markets are the open
units etc. There are significant
advantages for individuals with
small and medium incomes to
invest in such investment
companies: these Iinclude

ter access to relevant in-

rmation, very economical
portfolio diversification, and
professional manpagement se-
curities transaction. Iin open-
end units, the investor has the
great advantage of liquidity,
because the unit holder can
always sell back his units to
the investment companics at a
price reflecting the market
value of the unit's underlying
asscis.

This is clearly one of
the most effective methods of
increasing investor base for
securities market growth.
Pension Funds. Provident
Funds, Insurance co fes
hold significant financial assets
in emerging capital markets.
Their capital market role must
be increased to enhance the

H-u. Government should give
the guidelines.

In most markets.
commercial banks still play

system. This condition is
mainly due to Government pol-
icy orientation. Securities
markets are a relatively in-
volved form of business fi-

regulation must as-

sure that orderliness of the
market and quality of market's
organisation arc at the highest
levels. Almost market in
the world has had at least one
major crists of » or
manipulation, followed by
signi t slump In security
prices. After such crisis in-
vestors retreat from the mar-
ket, generally for a period of
years. Therefore. effective su-
E:rvllinn must be there to
ndle problems before they
grow into gigantic proportions.
The agency has to bulld a
record of even-handedness
and fairplay. Such supervision
will promote growth of the
market. close observation of
the activities of exchanges.
broker-dealers, institutional

investors etc. is very important
and essential for the supervi-

Sandals at

The World Bank and International Monetary Fund met in their usual splendour in a
flower-festooned conference centre in Bangkok. Across the street, the “People’s
Forum,” of non-government organisations decried the crushing poverty in Thailand
and criticised what it saw as environmentally-damaging World Bank policies.
Gemini News Service reports on the ongoing battle between the bankers and the
groups working at the grassroots. by Gillian Forrester

IHHE battle pitting non-
government  organisa-
tions against two of the
world's most powerful econo-
mic organisations, the World
Bank and the Interna-tional
Monctary Fund, has come to

| Thailand

It is a war between ordinary
peoplc and those who control
the world economy frra-
tional. shrill litde pcople
versus big business.

But at this ycar's annual
mecting in Bangkok of the
World Bank and the IMF —
sometimes called the money
Olympics — the fight was rela-
tively ctvilised. The last time
such a meeting was hcld away
from Washinglon, in Berlin in
1988, the city crupted with

angry protesicrs blocking tral-
fic and I'll.rluiﬁudchgulm.

This time, fland's mili-
tary government issued warn-
ings to potcntial troublemak-
ers in order to avoid cmbar-
rass situations. The only
real skirmishes occurred be-
fore the conference got under
way, when slum dwcliers were
evicted to make way for mect-
ing acilities.

Non- ment organisa-
tion workers known causing
disturbances Instcad chan-
ncled their energy into the
Pecple’'s Forum, organised by
Thailand's Project for Ecolo-
gical Recovery. Attended by its
large community of non-
governmental organisations
(NGOs), the Forum sought to
show the underside of devel-
opment measured 'only by
numbers.

The contrast between the
two events — and two of think-
ing — was striking.

With standard flare, the
World Bank/IMF mectings
were held in a $100-million
mega-complex full of smiling
Thai attendants and sur-
rounded by manicured lawns,
fountains, flowers, freshly-
fixed roads and tidied-up
slums. :

Police forces were becled
up. public buses with routes
ncar the centre were re-
painted, slum dwellers were
asked to kecp their vending
caris ofl the strects and holi-
days were declared to try to
thin out Bangkok’s notoriously

and slow- traffic.

¢ Pecople’s Forum, by
conlrast, was organised by
Thailand's Project for
Ecological , held in
the modest facilitics of a local
university and attended by

grassroots NGO representa-
tives.

The difference between the
two cvents was clcar when one
Thal slum dweller described
her impression of the new
convention centre : Looking in
the building's windows, she
said, made her think of a place

. high-tech

where angels Hve — angels who
come In on [lying boats
(airplancs).

Many Forum participants
spoke of the effects which the
projects and policies of the

IMF and the World Bank have

had on their lives. Particularly
vocal were residents of north-
cast Thailand who are losing
their land to the Pak Mun dam
— a project they want the
World Bank to stop funding.

"We feel humiliated,
exploited and taken advantage
ofl.” said one villager whose
home was hit rocks from
explosions ca by dam con-
struction. "They threaten us —
they don't ask first,” he said of
projects officials. “They just
come and say. ‘If you don't
sign, you get no compensa-
tion.™

Other spcakers [from 43
countrics lold the Forum tales
of dcepening poverty, home-
lessness, ruined land and
watcr and lost traditional ways

of Iffe.

But they had success stories
toc : Thailand's Buddhist
monks teaching lc to care
for their forests live self-
sullicicntly rather than take
government subsidies to grow
crops thcy can sell, farmers
learning to mix their crops
and rcly less on pesticides,
and slum dwcllers banding to-
gether to stand up for their
rights not to be evicted.

Rcpresentatives of both
sides of the battle met when
the Bank, which is the biggest
single money lender to devel-
oping countries, invited the
NGOs, to a public seminar.
Forum o showed up
just long enough to tell Bank
officials that would rcfuse
to meet on ng bul equal
terms. The Bank had snubbed
their attempts to set up a joint
meeting where both sides
would have a say in sctting the

agenda, arguing that it would
tumn into a “shouting match.”

Many NGOs did stay at the
seminar, however. One was the
United States-based Interna-
tional Institute for Energy
Conservation, which s to
receive [inancing (rom the
Thai government for a pro-
gramme which could save the
country some 200 megawalls
of power ., the equivalent of 15
hydro-clectric dams. The Bank
::II nol sponsoring the $30-mil-
fon energy-efficiency project
but the IIEC hopes thul: Bank
will promote the project in
other countries.

Nonetheless, many NGOs
sce with the Bank as a
dangerous idea — view re-
flected by one NGO represen-
tative who wanted to know
where the [IEC would get the
cequipment it
necded for its energy-conser-

vation p’l'Dﬂ'l.ﬂll‘It.

“From the US right now,"”
came the answer,

The NGO delegate smiled
and nodded knowingly : Just
another money-making sc-
heme for the rich West. "And
even if it does save energy,”
she argued aflterwards, “the
programme isn’'t going to get
people to take responsibility
for the energy they consume.
It simply allows the old ways to
continue.”

Mark Cherniak of the [IEC
countered that ne country had
come up with an overall model
of sustainable development.
“You do what you can,” he said.

World Bankers appeared
uncomlortable and on the
defensive during the NGO
meeling.

Bul there are signs that
public pressure has had an
effect on the Bank. It has, for
example, tried to appease
NGOs by publishing statistics
showing cver increasing co-
operalion and consultation
with them. Last year,
moreover, the Bank began
issuing an annual environ-
mental report. And its new,
outspoken environment direc-
tor, Mohomud El-Ashry, has
said he believes the world has

.to ind a whole new model of

development — one which
incorporales respect for the
environment.

NGOs denounced this year's
environment report with stan-
dard swillness, citing contro-
versial projects which contra-

dict the Bank's staled concern
about acld rain, forest preser-
vation, public opinion and
human rights.

But the solutions presented
by NGOs al the Forum were
small, localised ones — not
ambitious enough to convince
the IMF rcpresentative at the
mecting Lthat they could solve
what he called global problems
requiring global solutions. Said
Erncsio llernandez-Cata of Lhe
IMF : “The only answer is to

increasc a country’s ability Lo
make moncy. We have Lo
increase the size of the pic in
order to have more to spread
around.” Oncc a country has
more moncy, hc argued, it has
more chofces and can do bet-
ter things for its pcople and
environment.

In the thcory cndorsed by
the IMF and World Bank, a
free-market systcm devoid of
subsidies, trade barricrs and
government intervention in
the cconomy will free individ-
uvals to use their own resources
to make moncy and crcate
their own dcstinics — the
unicashing of the human spirit,
it is said.

Forum participants coun-
tered that this very obscssion
with making moncy has causcd

many of the problems faced by ,

poor communitics sincc 1t
treats humans and the carth
mercly as rcsources to be
exploited. In practical tcrms,

they said, a system which
places moncy ahcad of all clse
makcs it harder for grassroots
prioritics to be heard.

“"When the World Bank says
they'rc looking for solutions,
they're looking for global, prc-
scriptive solutions they can
impose on pcople,” said Joan
French of Jamaica. “That top-
down approach is what the
problem is. The answers have
to come [rom the pcople most
aflected.

“In Jamaica,” she added,

"we don’t have a government;”

we have puppcels of the World
Bank and the IMF. We uscd to
have a good hcalth-carc sys-
tem, for example, but in order
to qualify for loans and pay
back dcbts, the government
has cut back on scrvices and
abandoned the people.”

World Bank and IMF repre-
sentatives rcadily admitted
that they do not understand
why unemployment and
poverty arc growing éven in
countries where other aspects

e veeTITAY ARG ITCANEIATARA R

Di

are more susceptible to ma-
nipulation. An must
maintain first-line regulatory
power over the conduct of the
sccondary market The major
purpose of the exchange s o
ensure integrity of its opera-
tions and particularly those of
its members. To conduct se

curities business, an individual
must pass a iest in accounting
finanee, clearance and settle-
ment, securities laws etc

Likewise, firms/institutions
should not be allowed to con-

duct business until thetr offi

cers have passed supervisor's
test. te back-
up must be there: (1) to ensure
total obedience to disclosure
requirements of the securities
law, (2) to suspend or revoke
the registrations of brokers.
dealers and investment com

F-nie-. who willfully engage in
raudulent and manipulative

acts, (J) to prosecute ns.
who engage in fraudulent activ-
ities. (4) to conduct investiga-
tons into complaints or r
indications of securities viola-
tions, and (5) to obtain court
orders enjoining acts and
ractices that operate as
uds upon investors. Market
manipulation undermines in-
vestor confidence and tend to
sct back market development
for ycars. The solution to the

problems lies in

¢* improving the quality of
securities professionals
working in the market-
place.
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of thec economy are performing
well. But, said llernandez-Cata
: "We are not rcsponsible for
the environment — we ard
economic experts. And for
poverty, the only thing we can
do is Incrcasc the demand for
labour.*

One French banker who

asked to remain anonymous
had a dilferent, less confident

. view. “Alter the Second World

War,” he said, "we thought we
had the answers. Now we
know it is not working, but wc
don't know what clsc 1o do. |
think it's the pcople who have
to stand up for thcmsclves and
demand better trcatment from
their government. That's the
only way anything will change."

Dr Ramcsh Manadhar, who
works with slum dwecllers in
Papua New Guinca, agreed. [His
main priorily was not to
change the World Bank, he
said : “Lile's too short for that.
The only rcal change has to
come {rom the pcople and |
can scc it happening.”

— GEMINI NEWS

JUICE
MARKET
JUICY

ccording 1o a new ITC
market study, interna-
tional sales of [ruit

juices have shown spectacular

growth over the last few
decades, increasing Lhreefold
in value terms since 1980.
Total world trade in fruit and
vegetable Juices reached
almost US$4 billion in 1989
and went up to an estimated

| 88 biliton in 1990.

. The new study, entitled
Fruit Juices, with Special
Reference to Citrus and
Tropical Fruit Juices: A Study
of the World Market, stresses
that this trade is especially
important for developing
countries, as they account for
about half of total world ex-
E:rtl. Although one of them,

razil, i1s by far the largest
juice exporter, a number of
other developing countries
also .“Ptnlcy ruil juices and
pulp on international mar-
ket, and several additional
ones have the potential o do

80. The major exporters among

developing countries, apart
from Brazil, are Argentina and
Mexico. Among other develop-
ing countrics in this Lrade are
Thailand, Morocco,
Philippines, Belize, Chile,
Turkey, India and Kenya.

The leading import markcis
for ruit and vegetable juices
are the United States (with
imports worth $900 million in
1989), Germany (8637 mil-
lion), United Kingdom ($386
million), Netherlands (83305
million) and France ($293 mil-
lion). Together these live pur-
chased almost two-thirds of
total world juice imports that
year. Other markets in  de-
creasing order of import valuc
in 1989 were Canada, Japan,
Belgium and Luxembourg,
Italy, Saudi Arabia, Sweden,
Austria, 'Swilzerland and the
Republic of Korea. Markets
that appear to offer increased
sales opportunities in the next
few years are Japan, the
Republic of Korea and scveral
other Asian countries that have

‘ot traditionally been major

consumers.

Of the various juices, orangc
predominates on the world
market. It accounted for $2.2
billion in sales in 1989, or

juices

56% of the total traded.
Imports of pineapple juice
were at approximalcly 8174
million, grapefruit juice aboul
8158 million, other cilrus
Juices at around 8109 million
and tomalo juice at $22 mil-
lion. Imports of juicc of other
fruits or vegelables (for exam-
ple apple and grape) tolalled
8987 million, while mixtures
of juices reached about 8116
million that year.

Tropical fruit juices and
concenlrates (other than
pincapple) are not shown sep-
aralely in (rade statistics.
According lo cstimates, how-
ever, annual world trade in
these fitcms (excluding
pincapple) range from
175,000 tons o 200,000 tons
in singlc-strength cquivalent,
valued at between 8175 mil-
lion and $200 milllon. The
three leading tropical fruit
traded, apart from
pincapple, are banana, passion
fruit and mango. which to-
gether account for about three-
fourths of world exports of
tropical fruit juices and pulps
excluding pincapple.

The prospects for
individual l’:'ult uices,
concenlirates and pulp vary
from one market to another. In

== i

gencral, however, citrus juices,
and in particular orange, are
expected Lo remain in Lthe lead
in world Llrade, since thesc

juices exist in large quantitics

and are wecll accepled by
consumers in most markets,
The 282-page sludy covers
gencral trends in the world
markel and also contains indi-
vidual chapters on market
prospects in Belgium and
Luxembourg, France, Germany,
Italy, Netherlands, Swedcen,
Switzerland, Uniled Kingdom,
Canada, United States and

Japan. Anncxes provide names

and addressces of trade con-
tacts in the malin counlrics
su . The publication up-

dalcs a similar study issued by

ITC in 1982.

The market study is free of
charge Lo exporlers, importers
and Lrade-relaled organizafions
in developing counlries and
government ollicials in all
countries. Il is available for sale
to others for 880 (by surface
mail) or 886 (airmail). (Paid
orders must by accompanied
by a check or money order
made out Lo: International

Trade Cenlre UNCTAD/GATT,

Palais des Nalions, 1211

Gencva 10, Switzerland.)
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* strengthening regulatory

® gsirict enfoercement of

market regulation.

Bangladesh Stock Market
Stock market of Bangladesh
started from 1976
with the revival of DSE. Recre-
ation of ICB gave further impe-
tus. Both DSE and ICB
been playing their significant
roles in deve country’s
stock market growth of a
stock market can be visualized
from : (1) the trend of iIn-
creases in the number of en-
listed companies, (2) paid up
capital , and (3) market capi-
talisation. The STOCK EX-
CHANGE STATISTICS (as on
31 Dec. 1988] give a clean pic-
ture of DSE’ ition com-
pared with that of India.

Malaysia and Napal

* India — 5.84] firms listed
at 16 stock exchanges
with total market .
sation of USS 34 370 mil-
llon or 15.56% of GDP.

e Malaysia — 295 Rrms
st and total market
capitalisation of USS
36.537 millien or
109.B3% of GDP.

¢ Nepal — 31 firms listed
and total market capitali-
sation of USS 36 million
or 1.33% of GDP.

* Bangladesh (DSE) — 111
firms listed and total mar-

ket capitalisation of
USS420 million or 2.28%
of GDP.

The annual tarmover value of
DSE was only US$ 4 millon or
0.96 of total market capitali-
saltion., which indicates how
then the trading was.

«do develop a sound and re-
sponsive secondary securities
market in the country, the
siructural and operational limi-
tattons of DSE must be looked
into.

International 'Finance
Corporation consultant Prof.
Sidney M. Robins in his report
in 1980 recommended many
changes, and the Government
must look into it.

Conclusion

Development of a strong
sccondary market largely de-

_.pends on building of institu-

tions [market infrastructure)
both in private and public sec-
Lors.

Securities operations are
highly specialised activities,
and therefor needs well-devel-
oped transaction, functional
and regulatory expertise. Insti-
tution building s time and
requires careful strategy and
long-ttrm commitment the
Govt. and market participants.

A strong, dynamic sec-
ondary market for securities is
essential for national growth,
and of course for the develop-
ment of a strong primary se-
curities market. And to con-
clude, for the development of
the country's capital market
the following steps are impera-
dve;

. institutions [market in-
[rastructure) must be de-
veloped both in private
and public sectors.

* supply of securities must
be increased. and it is
possible through:

(1) more enlist-
ment of new companies
for public issue.

(2) rapid industrial-
isation and rehab#litation
of sick industries to
qualify for public issuec.

(3) privatization of

Government owned en-
terprises

. demand of securities
must be increased, and it
is possible through:

(1) internationali-

sation of the capital
market

(2) institutional ac-
tivities must be geared
up to mobilise

savings and to
broaden the base ol in-
vesiment. '

® capital market regulatory
systemn needs to be re-

vamped.

We must remember that for
resource-poor Bangladesh a
sound and developed capital
market only can ensure a bal-
anced economic growth to lift
millions out of poverty. ;

The author (s a former
Chairman of ICB




