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COOPERATION AMONG THE STOCK EXCHANGES
OF THE OIC MEMBER COUNTRIES

SESRTCIC

In response to the increased competition prevailinthe international
financial markets, national stock exchanges araiedworld recently
made several attempts to upgrade their cooperatimhimprove their
integration. Those attempts took often the forntadlitions, common
trading platforms, mergers, associations, fedematiand unions. Like
others, the OIC countries have recently intensifiedir efforts to

promote cooperation among their stock exchange$é waitview to

developing and consolidating a mechanism for a iplessform of

integration among themselves. This paper reviewsetkperiences of
various stock exchange alliances established atiomaly and

international levels and draws some lessons foti@ countries’ stock
exchanges in terms of the need for harmonisingr tipdiysical,

institutional and legal frameworks and policies ashkaring their
investor base.

1. INTRODUCTION

As the international trade and financial flows adewsed, the global
economy witnessed an increase in the pace of atiegr This process
of globalisation is most evidently observed in tapital and financial
markets. One important element that has led to suchsult is the
technological advancement in the information aridcmmunications
sector. Hence, financial transactions became instantanemd the
information guiding investments open to everybolly.this context,
technological advancements and the resulting aetel® flow of
information have increased efficiency, fairnesansiparency and safety
in the international financial and capital markets.
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As those developments introduced new prospectsbaneéfits to the
stock markets all around the world, they increaseahpetition among
the financial markets, securities exchanges in iqaar. This
competition to attract the available funds gaveimapetus to the stock
exchanges to develop themselves technologically aadopt
international standards, rules and procedures,hwtontributed to their
credibility in the eyes of global investors.

In order to meet the challenges imposed by thens#eglobal
competition, capital markets around the world sougdw outlets. They
tend to benefit from the experiences of the othecks exchanges,
harmonise their policies with those of others ahdrs their investor
base. Thus, forming coalitions, benefiting from coom trading
platforms and/or applying cross listings in tradifgwve become
common practices among stock exchanges to maxithisebenefits
derived from the globalisation proce$ss a result, while present-day
capital markets have become more integrated aedlinked than ever
before, different forms of stock market allianceavén become an
important issue in increasing market capitalisatiomdividual bourses.

Stock exchange alliances are associations, fedagtor unions of

stock exchanges set up with the main purpose ahpting business
through cooperation, harmonisation and integrati@oentemporary

stock exchange alliances range from loose repraseatbodies to

fully-integrated ones. Between those two extremessd series of other
combinations with varying degrees of cohesion dagdur. Often the

names of those institutions, viz., associationefation, union etc., are
indicative of the strength of their institutionalationship.

Alliances and links among stock exchanges can tableshed through a
variety of ways and means. Mostly, mechanisms d¢pen the

functionality and capacity of existing stock exches to provide those
links. Infrastructure facilities such as energy aetbcommunications
utilities and credit availability also play a cratirole in supporting
those mechanisms.

On the other hand, forming alliances and establgshinks among stock
exchanges entail important responsibilities for¢bhenpetent authorities
in the member countries. This includes the creatbra regulatory
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framework for supervising those markets and makimg necessary
changes in the national legislation. In this regéiné harmonisation of
the physical, institutional and legal frameworkdl \wiay a key role in
consolidating those markets in the participatingintoes. Moreover,
stock exchanges should adopt a common set of andsstandards in
listing companies, clearance and settlement presesand enforce
market intermediaries and listed companies to cgmth them.

This article is structured as follows: the nextt®ecreviews the important
stock exchange alliances. Section Ill reviews d#fié modalities of
cooperation among securities markets. Section Végga brief account of
the developments related to the cooperation amdweg QIC stock
exchanges. Finally, Section V discusses the imgmica of further
cooperation among the OIC stock exchanges anddistsnmendations to
this end. The article also includes a statistiaahex which provides
updated information on the OIC stock exchangesaamather that gives a
brief overview of some of them.

2. AN OVERVIEW OF STOCK EXCHANGE ALLIANCES *

Efforts to set up international cooperation amotugls exchanges go
back to the 1930s. The International Chamber of @eroe, based in
Paris, took the initiative to create an InternagioBureau of Stock
Exchanges which existed until World War Il. Aftehet War,

representatives of several European bourses nfeariis in May 1957,
to promote international cooperation among the amgks. After four
years of informal cooperation, the Internationadé&mtion of Stock
Exchanges (FIBV) was established in London in 12001, its name
was changed to the World Federation of ExchangdsH{W

2.1. World Federation of Exchanges (WFE)

Based in Paris, the World Federation of Exchanght$K) is the
international organisation of the world’'s leadingpck exchanges,
regulated securities and derivative markets arated|clearing houses

! This section provides brief information on the varionstfs of stock exchange
alliances. For a more detailed examination of their gaatactures and functions, see
SESRTCIC and ICDT (2004).

2 www.world-exchanges.org.
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worldwide. Since its establishment in 1961, the WeE FIBV as

formerly known) has grown constantly. Today, its nnbership

encompasses 54 regulated exchanges from all oeemwtrld. WFE

members together account for over 97 percent oiviiéd stock market
capitalisation and most of its exchange-tradedrégtuoptions, listed
investment funds and bonds. It also has 24 moikasdfexchanges and
33 correspondent bourses.

Members of the WFE are required to comply with ti&enerally
Accepted Principles of Securities Trading” whichdistermined by its
General Assembly (ISE, Sep. 2004, p.16). The WHkiviges a forum
for communication, analysis and debate among mesnkecilitates the
representation and development of organised andategl markets and
meets the needs of evolving capital markets inbén interest of their
users. All aspects -technical, commercial, legaleoonomic- of the
securities business are discussed in its related foprovides guidance
to member stock exchanges in their business siestemnd in the
improvement and harmonisation of their managemeanactiges. It
organises specialised workshops for its membetsatesfer know-how
and share expertise. It conducts studies on ssakssas self-regulation,
enforcement, trading halts, securities businesglwomn and others. It
publishes newsletters, statistics bulletins anderotpublications on
member exchanges and maintains statistical andnmafiton databases
to keep historical records on members.

2.2. Federation of European Securities ExchangesESE)*

The Federation of European Securities ExchangeSHE,Eformerly

called the Federation of European Stock Exchanigethe Brussels-
based association of Europe’s authorised stockasges, futures and
options markets and clearing organisations. Itaggnts a leap forward
over its predecessor, the Federation of Europeaok3Exchanges, as
it includes also futures and option markets andarolg houses.
The Federation’s membership is open to all regdlated supervised
market organisations in the EU, the European Ecindkrea (EEA)

and Switzerland, as well as in the countries segkincession to
the European Union. The Federation is, therefolep aopen to

% Formerly known as Federation of European Stock Exchangesysedese.be and
www.fese.org.
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new market organisations that are subject to EWrgexs market
legislation.

The Federation represents 38 stock exchanges durepe. Six more
are corresponding exchanges. The term ‘corresptndgplies to
leading market operators that are either not readypply for associate
membership or are from countries not yet in formegjotiations to join
the EU. Since the FESE General Assembly decideeramkfurt on 1
June 2004, that the Exchanges from the 10 new Ebhbee states
would be made full members of FESE, there arerestgmt, no associate
members of the Federation (FESE’s Web Site).dtlsose federation of
stock exchanges.

The Federation serves as a forum in which stockaxges discuss the
needs of market users and look for agreement hevicthose needs are
to be met. Member stock exchanges also discussegta and
methodologies to facilitate the process of intagratamong them
through increased bilateral and regional linkag&&oreover, the
Federation looks into methods to further the effectess of the equity
markets in Europe. It serves as a source of datardarmation on the
member stock exchanges. In this connection, itiphbs a statistical
review on stock exchange activity in its memberhexges.

2.3. Federation of Euro-Asian Stock Exchanges (FEAS

The Federation of Euro-Asian Stock Exchanges (FERAS) established
in 1995 on the initiative of the Istanbul Stock BEaoge. The
headquarters of the Federation is in Istanbul, &wurkAll twelve

founding members are exchanges of emerging mankefirope and
Asia, at different stages of development. Membersisi open to
exchanges located in Europe and Asia, subject fmwoapl by the
General Assembly. Currently, there are 28 membecksexchanges
from 25 countries, representing 7,003 traded comegaand a market
capitalisation of US$ 200 billion on an averagelyddiraded stock
volume of US$ 845 million. 16 of the member stogkleanges are from
the OIC member countries.

The Federation encourages cooperation and comntionicamong the
member stock exchanges in order to promote thelaf@went of a fair,

* www.feas.org.
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efficient and transparent financial market envirenin In this respect, it
provides help to its members in such areas as asdisdtion and
harmonisation of rules and regulations, tradingesys and settlement
procedures, listing criteria, and adopting intdorally accepted
accounting principles.

2.4. South Asian Federation of Exchanges (SAFE)

The South Asian Federation of Exchanges (SAFE) laasched in
January 2000 in Chittagong by South Asian stockhamges from
Bangladesh, Bhutan, India, Nepal, Mauritius, Pakisatnd Sri Lanka.
All securities exchanges in the South Asian regiaay be eligible for
membership.

The Federation provides services to its membergha fields of

information, research and technical cooperatiogathers data from the
members and disseminates them routinely among thmbars in a
standardised format. It acts as a catalyst for ititeoduction of

standardised procedures and the expansion of thketsalt provides

expert advice to the member exchanges in theivighaal and integrated
development in the light of international moderagtices. Furthermore,
it organises conferences and seminars on relegaitst relating to the
regional and world markets and arranges executixehange

programmes.

2.5. African Stock Exchanges Association (ASEA)

The African Stock Exchanges Association (ASEA) wset up in
November 1993 in Kenya. Membership of the assarias open to any
stock exchange located in Africa. Presently, it masmber stock
exchanges from Botswana, Central African Repulliéte d’lvoire,
Egypt, Ghana, Kenya, Malawi, Mauritius, Morocco, Mmbique,
Namibia, Nigeria, Swaziland, South Africa, Tanzanlganda, Zambia
and Zimbabwe. It basically provides a formal fraroewfor mutual
cooperation among stock exchanges in Africa throwagious processes
encompassing exchange of information and assistaimcethe
development of member exchangek also assists members in the
establishment of stock exchanges and developmentfinaincial

® www.safe-asia.org.
® www.asea.wananchi.com.
" Information for Africa (Mbendi), www.mbendi.co.za/orggkp.htm.
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instruments. It further develops practices for #tandardisation and
maintenance of listings and issuing, trading arttleseent of securities.
It serves as a source of data and information albet member
stock exchanges and supports studies on mattensit@fest to its
members.

2.6. Southern  African  Development Community (SADC)
Exchanges’ Committee

The SADC Committee of Stock Exchanges was formethimuary 1997
as a private sector initiative within the SADC frmwwork. Its
membership is open to all member countries of tADG. Member
countries with established exchanges include BatawaMalawi,
Mauritius, Mozambique, Namibia, Swaziland, Southi@d, Tanzania,
Zambia and Zimbabwe. It serves to maintain and awg@rmarket
integrity in order to have a fair, efficient andansparent market
environment within the Community. The Committee eleps the
policies and strategies which build upon the coteep harmonisation
and rationalisation of operations. It also assistsnber stock exchanges
in the sharing of information, expertise and exgece.

2.7. Federacion Iberoamericana de Bolsas de ValoréSIABV)

The FIABV was created in Rio de Janeiro, Brazil, 2h September
1973. It includes 19 stock exchanges from ArgentBalivia, Brazil,

Chile, Colombia, Costa Rica, Ecuador, ElI Salvadgwain, Mexico,
Panama, Peru, Portugal, Uruguay and Venezuelartltefrs cooperation
among its members in order to promote the developmand

advancement of their securities markets in therésteof all market
participants.

2.8. EURONEXT®

The Euronext stock market, which is the first Ewap stock
exchange, was created in September 2000 by the emeofy the
Amsterdam and Brussels Exchanges and the ParissBo@n 30
January 2002, the Lisbon Stock Exchange joinedcEim®next whose
name changed to Euronext Lisbon on 6 February 2082se stock
exchanges also merged their derivative markets ruttte name of
Euronext.liffe. It was created in response to avgng demand from the

8 www.euronext.com.
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market —a favourable climate to achieve further sotidation in
the European capital market- and to meet the needréater liquidity
and lower costs resulting from the introduction thie euro. The
Euronext is a member of the Federation of Europ&aturities
Exchanges (FESE).

Euronext has the biggest market capitalisation inroE&and
(51 percent of the total) and is the biggest comitiexl exchange
in Europe and the number one exchange for optitings also a
truly international merger with transnational bwese units,
transnational management and transnational shatefsol and
members.

Euronext is not only a merged entity, it is also @en venture. It
conducts its business through three separate opgraEuronext
Amsterdam, Euronext Brussels and Euronext Parises&hthree
operators and their regulated markets are subjeltical requirements
governing official stock exchange status.

2.9. NOREX

The NOREX is an alliance between Nordic and Baltick exchanges in
Denmark, Estonia, Finland, Iceland, Latvia, Norayd Sweden. Its
establishment was first decided in June 1997 whenstock exchanges
in Copenhagen and Stockholm signed a Letter ofntnte form a
strategic alliance between them. After intensive work to teethe
conditions for the Alliance, in June 1999, thetfphase of the NOREX
Alliance became a reality when Danish and Swedisaires trading
commenced in the joint trading system SAXESS.

NOREX aims to create a joint Nordic securities nearigiving access to
trading in all types of instruments. It offers ist@s, issuers and
members a cost-effective and high quality secsriti@arket, covering a
wide range of investment opportunities. The allkans based on the
principles of cross membership, a common tradirsgesy and a common
regulatory framework.

Member stock exchanges of NOREX have created tlssilpbties for
efficient cross-border trading, but a common systemsettlement is
still missing. Today, there are differences acewydo national rules and
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regulations. Clearing and settlement take placallpat one of the
Nordic Central Securities Depositories (CSDs). Tikisne of the most
crucial issues that need to be handled for theaAdle’s future
development. The market's demands for a singleesy$br clearing and
settlement are to be met through an integratecdoapjr

2.10. Lessons

From the various existing models discussed ingéetion, the following
insights and lessons can be inferred:

A full merger or a tight alliance may be the bessérve the purposes of
more integrated cooperation schemes. However, asckenario requires
firm and strict conditions, high integrability arahalogous levels of
development among such institutions and a conditterdegree of
homogeneity and harmonisation among the economiicig® of the
member countries. Therefore, it is not practicalhat beginning for an
OIC-wide cooperation in this area.

Other models, whether tight or loose, could servemendels for such
cooperation. However, since these models necessitreation of a new
body within the OIC system, they do not meet thtera laid by the 19
Session of the COMCEC.

Therefore, OIC cooperation in this area may takefdinm of a common
platform and meeting place where stock exchangesectwgether to
encourage cooperation and coordination among thHeessen order to
enhance an effective regulatory and supervisoryremwent for their

financial markets, work towards the harmonisatioh azcounting

standards, exchange know-how and best businessticegacfor

improving markets and help one another develop Imureaources and
capacity building.

The inclusion of futures and options markets ancearhg
organisations and the establishment of higher foohsintegration
among them could be regarded as a scope for grathwadlopment
as the member stock exchanges and other financiakats mature
over time.
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3. COOPERATION MODALITIES AMONG SECURITIES
MARKETS

3.1. Cross Listing

Cross Listing is the admission for listing/tradiofysecurities which are
already listed on a local stock exchange on foreiptk exchanges.
Cross-listed securities will be subject to the suded regulations of the
local exchanges. Although cross listing is subjecthe preference of
the companies, stock exchanges may facilitate distasg by opening

their markets to the securities listed in other hexges on a
correspondence basis.

3.2. Cross Membership

Cross membership is accepting the members of stioek exchanges
for membership. It is a means for the intermediasfitutions to access
foreign stock exchanges directly. There are twera#itive systems to be
pursued for cross membership. One is remote melmpexsd the other
buying or selling through a brokerage house indbentry where the
trading takes place.

For a remote membership, the Central SecuritiesoBigpy (CSD)

opens both cash and securities accounts for remetabers or their
home country’s CSD in the settlement systems of lthst country
where the trading takes place (See Table 1). Memoa cash
correspondent relationship can be established se o& necessity. On
the other hand, a uniform and standard custodyeawgat for this

purpose could be adopted in order to ease thegrsbthat might occur
as a result of different market practices. Esskytisettlement members
are foreign brokers or their home country’s CSDe Wettlement of
securities and payment are realised by the CSbBeotbuntry where the
trading takes place.

On the other hand, in case of buying or sellingulgh a brokerage
house in the country where the trading takes plémeign brokers
directly trade through a local broker in the coun{Gee Table 1).
Although the local broker is a direct party to gettlement, in case of
default, foreign brokers or their stock exchangseitlement institution
are accepted as responsible for the fulfilmentuaf dbligations. For this
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purpose, an agreement is signed between local amgh brokers,
together with both brokers’ stock exchanges antlese¢nt institutions.
Essentially, settlement members are local brokéhe settlement of
securities and cash is realised by the CSD of thentty where the
trading takes place.

Table 1: Trading Under Cross Membership

CSD opens both cash and secu
accounts for remote members or t

A) Remote Membership home country’'s CSD in the settlem
system of the country where the trad
takes place.

Settlement members Eosrgign brokers or their home count

It is realised by the CSD of the cour

Settlement of securities and cash where the trading takes place.

B) Buying or selling through a
brokerage house in the countn
where the trading takes place

Settlement members Local brokers.

Foreignbrokers can directly trade throd
a local broker in the country.

It is realised by the CSD of the coun
where the trading takes place.

Source: Derived from http://www.unece.org.

3.3. Common Trading Platform (CTP)

Settlement of securities and cash

The Common Trading Platform (CTP) is a centralitrgglatform that
will be created in order to enable the securitiegshe companies in
member country jurisdictions to be traded collegivin accordance
with the principles established by the participatistock exchanges.
These principles consist of special rules that make the legal,
organisational and technical infrastructures of treding platform.
There are two alternative approaches used for it.

In the first approach, &TP provides a Centralised System where the
CTP is administered by an Executive Committee himgj of the
representatives of the participating stock excharayel operated by a
CTP operator. In this case, the latter will be tedain one of the
participating countries and will be a legal entity a stock exchange
within the jurisdiction of a member country. Howevky pursuing this
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model, the existing systems for the local marketshe preserved and
the participating stock exchanges will jointly dgsia new trading
system to be used for the CTP.

The other approach is a CTP providing an Order iRguBystem
without having to establish a Centralised Systanthls model, a new
trading system will be adopted by the participastack exchanges or a
common interface will be installed among them. Thhe CTP may be
jointly operated by all the participating stock kanges and will be a
legal entity.

Regardless of whether it is a centralised or a mteziised model,

settlement members in case of a CTP are brokerkaatcustodians or
Central Securities Depositories (CSDs) of membemnttes. However,

this may create risks as a number of institutioresiavolved in these
transactions. On the other hand, local rules amggilations in some

countries may not allow a CSD to become a membsucii systems. In
addition, the settlement risks of brokerage howses create problems
for the CSDs.

3.4. Construction of Indices

While globalisation has become increasingly effectiin the
overall functioning of the world economy in recegears, the
advancements in information and telecommunicatideshnology
played a pivotal role in this regard. On the onadyastock markets
shifted to fully-automated, screen-based tradingtesys, including
remote trading facilities. On the other, demand faansparency
and reliable and concise data and information asmwd. The
need for reliable and concise data on market tcimses brought
about the development of various indices to sunsmarmarket
developments on price and return statistics. Adddily, the
dissemination of market performance data throughiowa media
such as data dissemination terminals, the interretteletext,
GSM phones, etc., has become one of the indisplensasks of the
stock exchanges.

When cooperation among stock exchanges is considethe
development of price and return indices on marlafgomances and
the dissemination of such statistics through theoua instruments
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being utilised by the brotherly stock exchanges stitute one
of the most fruitful modalities of cooperation. Tefre, quoting the
market performance indices of other exchanges, amtiqular the
newly developing ones, will certainly help attratte attention
of investors from other countries. Furthermore, tbenstruction
of composite market indices at sub-regional levelsch as the
Middle East or Gulf Region, etc.,, and the dissemtioma of such
data and information through various means of comoation such
as the radio, television, newspapers, magazines, will help
develop close cooperation links and schemes amdmy dtock
exchanges.

3.5. Cooperation with Existing Federations

As discussed under Section Il, related to stockhamge alliances,
there are various alliances formed at the inteonati and regional
levels. Some of these include stock exchanges tiwpgran the
OIC member countries, for example, the Federatidn Ewro-
Asian Stock Exchange (FEAS), the South Asian Feideraof
Stock Exchanges (SAFE) and the African Stock Exgban
Association (ASEA). These alliances aim to increasmperation
and coordination among their member stock exchantmeugh
promoting various cooperation modalities among rtheiembers.
The stock exchanges in the OIC member countries mayefit
from the data centres, best practices reflectingpes&nces
relating to the market development, training progrees and
other activities of those alliances. Increasing pawation with
such regional Federations will also help the OIlGclkt exchanges
establish similar cooperation and collaborationatiehs among
themselves.

3.6. Training and Technical Cooperation

In today’s complex world, with the increased andyefiow of financial
funds among countries, practices related to traespgg and the full
and fair functioning of stock exchanges become mon@ortant
than ever. In such an environment, the adminisinati of stock
exchanges need to supervise various market paitipand enforce
their compliance with the laws, rules and regulaion order to
ensure transparency in the functioning of the ntadwd create an
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ideal investment environment. They need to traivestors, brokers
and companies to comply with the rules and regudatiand to
eliminate illegal and prohibited activities. Foristhpurpose, those
administrations need to exchange information angdedise among
themselves. In this regard, the best way is to eg®e training
and technical cooperation among them whereby tlaay share their
experiences and increase their control and suaned over the markets.
In this way, while they would be able to ensureghfety and efficiency
of the procedures and trading and the better fonictg of the stock
market, they would increase the reputation of tbeksexchange and, as
a result, be able to attract more liquidity frore thternational investors.

4. DEVELOPMENT OF COOPERATION AMONG THE OIC
STOCK EXCHANGES

4.1. Current Situation Regarding the OIC Stock Exclanges

The creation of any mechanism for promoting codp@maamong the
OIC member countries in the areas of financial rexrland clearing of
stocks and bonds will essentially depend on thie sthdevelopment in
those OIC markets. A rough picture in this regardeflected in Figures
1 and 2. Additionally, the tables in the Statidtidanex reflect the state
of development during the period 2000-2004 in th&C Gstock
exchanges with respect to the number of listed cones (Table A.1),
levels of market capitalisation (Table A.2) and tog&al value traded
(Table A.3). Table A.4 lists the stock exchangedha OIC member
countries and their respective internet addressestrently, 41
exchanges are at the service of 39 OIC countriest @ those
exchanges 1 operates as a “regional stock exchdBgetse Régionale
des Valeurs Mobilieres) and is shared by 8 countf(igenin, Burkina
Faso, Cote d'lvoire, Guinea-Bissau, Mali, Nigern&gal and Togo). 34
of those exchanges operate under the name “stockittes exchange
or market”, 2 under the name “currency exchange'ysés the title
“financial market” while another one uses the néfmeures exchange”
and 2 are “commodity exchangedh the OIC stock exchanges, the
number of listed companies first increased fron¥ 4,8 2000 to 6,920
in 2002 and then decreased to 6,315 in 2004. Medawthe market
capitalisation in the OIC stock exchanges contisboincreased from
US$ 382 billion in 2000 to US$ 1,079.6 billion iO@. The increases in
2003 and 2004 are remarkable.
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The main companies listed in the OIC stock excharaye from the
following sectors: real estate, hotels and tourisiming and metals, IT
such as communication and computing, consumer goods
manufacturing, financial services (banking and iasae), construction,
transport and shipping (airlines), and food, trgdiand retailing
Although endowed with high potential for developmehe OIC stock
exchanges in general are afflicted with comparativew levels of
liquidity reflected in the form of the low numbef listed companies,
low market capitalisation or low trade volumes aight be followed
from the tables in the Statistical Anndr fact, those symptoms could
be attributed mainly to the regulatory frameworksick are yet to be
developed and the macroeconomic risks the investssggn to those
markets.

Among the other causes that explain the shallowoé$isose markets,
the following points could also be mentioned: latkadequate flow of
financial information, lack of product differentian (scale of
economies, differentiation of services), existeateross-country legal
and regulatory differences (differences of listingquirements,
accounting diversity), high information costs, aut and linguistic
differences and geographic diversity. Although anbar of steps are
being taken by some OIC stock exchanges and regul&iodies to
address these issues such as improving the tramgyaof markets and
institutions, introducing legal and regulatory mefs, the introduction of
new financial instruments and continuing effortspiivatisation’ the
intense competition for available funds necesstdtee adoption of
feasible strategies and a mode of cooperation anmbagfinancial
institutions of the OIC member countries, in geheaad the OIC stock
exchanges, in particular.

° |ICDT (2005), p.3.
Yibid.
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Figure 1: Number of listed companies
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4.2. A Chronological Perspective of Cooperation Effrts Among
the OIC Markets

The idea of promoting investments among the OIC bencountries
goes back to 1974 when the Fifth Islamic ConferenteForeign
Ministers (ICFM) (Kuala Lumpur, 21-25 June 1974¢ammended for
consideration the encouragement of a) joint vestared b) investment
by individual Muslim countries in other Muslim cdues, the
relaxation of controls on the movement of investimeapital, and
conclusion of agreements on the avoidance of doublation,
guarantees for remittances of such investment deduate safeguard
for all investments.

Especially, in line with the provisions of the “Geaal Agreement for
Economic, Technical and Commercial Cooperation aytbe Member
States of the Organisation of the Islamic Confeg&ramd particularly
the provisions of Article 1 of the said Agreemeapproved by the
Eighth Islamic Conference of Foreign Ministers pbli, 16-22 May

1977), the preparation of the “Agreement for thenRstion, Protection
and Guarantee of Investments among the Member sStatethe

Organisation of the Islamic Conference” was an irtgrd step towards
the promotion of intra-OIC investments.

The said Agreement was adopted by the Twelfth Isl@@onference of
Foreign Ministers (Baghdad, 1-5 June 1981). Theamtde clearly
explains its objective: “to provide and developaadurable climate for
investments, in which the economic resources oflglsmic countries
could circulate between them so that optimum uatiicsy could be
made of these resources in a way that will serge ttevelopment and
raise the standard of living of their peoples”séts the basic principles
for the promotion of capital transfers among Membttes of the OIC
and protects their investments against commercigksr while
guaranteeing the transfer of capital abroad. Thedment entered into
force in February 1988.

In 1994, within the framework of the COMCEC aciied, it was
decided to establish a new scheme “Islamic Cormrator the
Insurance of Investment and Export Credit (ICIEG$"a subsidiary of
the IDB Group. It mainly aims to enlarge the scopk trade
transactions and investment flows among the merobentries of the
OIC. To this end, it provides export credit/investrh insurance or
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reinsurance against commercial and political ridkse IDB owns 50
percent of the 100 million Islamic dinars of ther@aration’s capital,
while the remaining part is reserved for subsasiptiby the OIC
member countries. It serves to cover the countsk niegarding
investment among the member countries (IDB, AnRegorts).

Meanwhile, the COMCEC worked out a new Strategy &tah of
Action to Strengthen Economic and Commercial Coafpen and
adopted them at its Tenth Session (Istanbul, 2@&86ber 1994).

The Plan of Action includes among its major objdi the idea of
“enhancing financial flows by reducing constraintn capital

movements and investments among member countrigs’also

allocates a separate section to Money, Banking Findnce. In this
section, after discussing the problems and isselating to the subject,
it lists the basic objectives regarding the coopenaramework in this
field. Among them, the aim to “promote and devebtapital markets,
and prove access thereto by other member countriés,a view to

encouraging investments on the basis of mutual fierend sound
commercial practice” is particularly noteworthy. ditionally, it aims

to “facilitate the flow of financial resources amndirect foreign

investment flows among the member countries throgghdual

removal of restrictions on capital movements ansueng investment
protection and guarantees.” These two basic obgstin addition to
three others under the said chapter constitutebétsic framework to
build a sound cooperation mechanism among the st®changes of
the OIC countries.

To this end, the OIC Plan of Action also lists & ®emeasures under
the “Programmes of Action” to be implemented by thkember

States. It envisages, inter alia, the “developrmemd application of
all the necessary institutional and administratimeeasures by
the member countries to encourage an enhanced dbwapital

within the OIC community as an essential element fiohncial

cooperation.”

In line with these provisions of the OIC Plan of tiha and its
“Mechanism of Follow-up and Implementation”, a Seat Expert
Group Meeting (EGM) in the Area of Money, BankingdaFinance
was convened in Istanbul on 1-3 September 1997.t H@M
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considered, inter alia, the following project ideasl proposals made
by some member countries:

* The implementation of a training programme for éstablishment
and development of capital markets and stock exgdmm the OIC
member countries;

» Trading of securities issued in the member cousntiie the
international market of the Istanbul Stock Exchange

» Participation of member countries in the Federatbfturo-Asian
Stock Exchanges located in the Istanbul Stock Exghaand/or
establishment of a similar federation for the Ol€miber countries.
Yet, the strongest impetus in this regard came fitbe Ninth
Session of the Islamic Summit Conference (Dohal3d 2ovember
2000). The Conference focused on the subject byptaudp a
separate Resolution (39/9-E) on OIC stock exchanigethe said
resolution, the Conference:

“... Noting that in the context of current worldoaomic situation
the OIC member states require to develop their @man structures
and consolidate economic relations among themsedes with
other countries by creating the appropriate clintateattract and
stabilise investments... and appreciating the effanade by most
Member States to develop their stock exchanges diyilising and
attracting national savings and channelling thento irocal
investment opportunities to avoid flight of capigddroad... requests
the OIC Secretary General to issue the necesseggtides to the
relevant OIC institutions to undertake the necgssandies on a
mechanism for the possible establishment of anmislaStock
Exchange Union and a Stock Clearing House as \getb alevelop
Islamic financial instruments acceptable to investdrom the
standpoint of the Shariah...”

As openly stated in its preamble, the said Resmiutiasically aims to
develop the economic structures of the OIC memimemties and
consolidate economic relations among them by crgdlie appropriate
climate to attract and stabilise investments. Imebtwords, by
promoting cooperation among their stock exchanties OIC member
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countries intend to develop and consolidate ecooggiations among
themselves, in general, and in particular desirattact and stabilise
investments. Especially the idea of attracting asthbilising
investments gains importance when it is recalled the Doha Islamic
Summit was convened just after the major East Aremcial crisis in
1997-98. During that crisis, not only the countiie$he region but also
many other developing countries were adverselyarited due to its
contagion effects. Additionally, it is a fact ththe OIC countries attract
relatively fewer amounts of international fufids Obviously, the
promotion of relations among the OIC stock excharigghe approach
of the Doha Summit is inherent.

In the same direction, the 28slamic Conference of Foreign Ministers
held in Bamako, Republic of Mali, on 25-27 June 20€equested
(Resolution 39/28-E) the Ankara and Casablancar€end undertake
the necessary studies on a mechanism for the posstablishment of
an lIslamic Stock Exchange Union and a Stock ClgaHouse. The
said ICFM also requested the OIC Secretary Gemerslibmit a report
on the subject to the annual session of the COMGHEG to the
Twenty-ninth Session of the ICFM. With this ICFMsadution, the
subject has become one of the permanent agendss itdmthe
COMCEC.

Therefore, in the following year, the matter waketaup by the 18
Session of the COMCEC, held in Istanbul on 22-2508er 2002.
Meanwhile, the Ankara and Casablanca Centres steahtheir reports
on the topic to the said COMCEC meeting as wethasother relevant
OIC fora. At the end of its deliberations, thé"IBOMCEC entrusted
the SESRTCIC and the ICDT to continue to followaug study jointly
the subject.

In the following year, the two Centres submittegbiat report on the
subject to the 10 Session of the COMCEC (Istanbul, 20-23 October
2003). While noting with appreciation the said joiReport, the
COMCEC further entrusted the SESRTCIC and the I@DUindertake
the necessary studies on creating a mechanisnoégecation among
the OIC Member States in the areas of financiaketarand clearing of
stocks and bonds without such studies leading ¢octieation of any

1 SESRTCIC (2005), p.60.
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new bodies but rather the activation of the exgstimtechanisms in such
fields.

Under this new guidance, the concerned Centresaduiheir earlier
study and prepared a new joint report in line withat has been
proposed by the 19Session of the COMCEC.

The said study was submitted to the" 2Bession of the COMCEC.
While appreciating the joint report, the COMCEC erlithed the

importance of this project for the OIC economic petion, in

general, and for enhancing investment opportuniiiesthe OIC

countries, in particular. Furthermore, it requestied Istanbul Stock
Exchange (ISE), upon the offer of the represergativTurkey, to hold
a meeting of representatives of the stock exchariges member
countries to prepare the ground for launching améaork of

cooperation among the stock exchanges in closeecatpn with the
IDB, the SESRTCIC, the ICDT and the ICCI. In thanhaection, it also
entrusted SESRTCIC and the ICDT to continue tamfelup and study
developments on the subject and their implicatitorsthe Member
States and report to the next session of the COMCEC

In line with this COMCEC request, a meeting wagdhal Istanbul on
28-29 March 2005. As will be discussed below, theelhg made
pertinent recommendations to promote cooperatioongnthe stock
exchanges of the OIC member countries. With thecessful and
dynamic start, the participating stock exchangeswvskigns of a high
degree of determination in setting and promotingcaoperation
mechanism within the OIC community. With this, thetcomes of the
Meeting raise the hope of attaining the objecti@ad programmes of
action of the OIC Plan of Action in the field of Mey, Banking and
Finance.

Although the determination among the participati@C stock

exchanges was high as reflected in the final repiothhe said meeting,
the continuation of this strong will is going toagla major role in the
achivements of this platform. However, at this pa@nd before going
into the details of the Round Table Meeting, it Wole useful to recall
the basic goals and objectives expected out of sugilatform as
proposed in the joint Report of the SESRTCIC aral DT which

was submitted to the #@Bession of the COMCEC.
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4.3. Proposed Goals and Objectives of the Platformof
Cooperation Among the OIC Stock Exchanges

Considering the differences among the OIC stockhamges, the joint
Report entitledStock Exchange Alliances and Cooperation among the
OIC Member Statesuggests a loose form of cooperatiSpecifically,

the Report proposes the formation of a common guiistfcomposed of
the OIC stock exchanges to allow them to cooperatecoordinate in
order to achieve a number of mutual interests. Tietform is
expected to create a proper environment for indubigher and more
integrated and sophisticated forms of cooperatitius, the Report
cites the following goals and objectives that cdutdpursued over time
through the beneficial utilisation of the said fat:

= serving as a forum for discussing the common probléacing the
financial and capital markets in the OIC countries,

= exchanging information, views and expertise on le&gw these
markets,

= exchanging know-how and best business practicesniproving
financial markets,

= helping member countries develop high standardsgilation and
promote the harmonisation of market rules and ploss,

= representing common interests of member stock exE® in
relevant international fora,

= cooperating in human resources development andramsfer of
technology in financial markets,

* helping members disseminate information on theirketa through
the platform and exchange data and statistics decon member
stock exchanges,

» taking the necessary steps for mobilising interrigancial
resources and facilitating the optimal utilisat@frsuch resources in
OIC investment projects,

= enhancing an effective regulatory and supervisogrenment,
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= working towards the harmonisation of accountingdtads,

* encouraging cooperation and coordination among rttember
states in order to promote the development of thigiancial
markets,

= supporting the establishment of new OIC stock emgha under
internationally recognised standards by offering owshow,
expertise and facilities,

= taking the necessary steps for facilitating forgigwestment in the
OIC capital markets by harmonising business statsdaand
practices to facilitate cross-border/market tradiafy financial
instruments,

= creating the necessary action and processes whioj member
stock markets closer in terms of their rules, pdoces and standards,
thus increasing their degree of integration.

Thus, the platform, whose formation was stipulatedhe mentioned
Report, expects, within the context of fulfillinget proposed goals and
objectives, to give way to a higher degree of coatpEn among the OIC
stock exchanges over time. The beneficial utilsatf such a platform is
also likely to pave the way for higher forms of pewtion among the
members. In fact, as a promising sign of fulfillitge proposals listed
above, a forum among the OIC stock exchanges wsigutionalised
recently as mentioned in the previous sub-secfibnus, the next sub-
section elaborates on the details of the Meetinigiwtarted such a close
cooperation among the OIC exchanges and on theiolegitaken by that
very first gathering.

4.4. First Round Table Meeting on the Promotion of
Cooperation Among the OIC Stock Exchanges

As mentioned in sub-section 2 above, the Istanliatks Exchange
(ISE) convened a meeting in line with the requestden by the
Twentieth Session of the COMCEC for launching amieavork of
cooperation among the OIC stock exchanges. Ruwnd-Table
Meeting on the Promotion of Cooperation Among tteelSExchanges
of the OIC Member Statesrganised with this motivation, was held in
Istanbul on 28-29 March 2009'he Meeting was attended by the
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representatives of a number of OIC stock exchdAges the related
OIC institutions?.

During the discussions, the following proposalsarding the points of
interest in cooperation with the attending Exchangere made:

1. Establishment of a Data Centre which will include data of the
respective stock exchanges

Creating a common index for Islamic countries’ ktexchanges
Creating Islamic Depository Receipts

Cross-listing and cross-membership

Creating a Common Trading Platform

Promoting the harmonisation of market rules andguiares and best
practices for stock exchanges, and

7. Training programmes for the staff of the exchanges.

o 0k~ WD

Showing a strong sign of determination for coopenaby defining the
areas of interest as enumerated above, the parttsipn the Round Table
Meeting agreed to launch an “Islamic Stock Exchargerum” (ISEF)
through which cooperation among the stock exchargjethe OIC
member countries would continue. It was also decitet the said
Forum would meet twice a year (at the first andl#s¢ quarters of the
year). One of those meetings would be hosted byldtambul Stock
Exchange and the other by one of the other paaticig stock exchanges.

In order to further cooperation, it was agreed dtaldish two working
committees, namely the Technical Committee and Itifermation
Technology (IT) Committee. The Technical Committeghich is
composed of Amman Stock Exchange, Muscat Securltiesket,
Istanbul Stock Exchange, Tadawul-Saudi Stock MafRatestine Stock

2 Amman Stock Exchange (Jordan), Bursa Malaysia Berhadagisia), Dhaka Stock
Exchange (Bangladesh), Dubai Financial Market (UAE),nlatid Stock Exchange
(Turkey), Karachi Stock Exchange (Pakistan), KhartouotlSExchange (Sudan),
Muscat Securities Market (Oman), Palestine Securitieshdhge (Palestine),
Tadawul-Saudi Stock Market (Saudi Arabia) Tehran Stockh&xge (Iran) and
FEAS.

¥ COMCEC Coordination Office, SESRTCIC, ICDT, IDB andJIC
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Exchange and Dubai Financial Market, will deal witie following
topics:

» creating indices,

* introducing Islamic Depository Receipts (IDRs),

» exploring cross listing opportunities,

* bridging to other Islamic Exchanges and Institugjon

» exchanging staff and providing training opportwestto them,

e preparing questionnaires and surveys for the assegof the stock
exchanges,

» defining areas of (further) cooperation.

On the other hand, the Information Technology (@@mmittee, which
will be composed of the Istanbul Stock Exchangehrdie Stock
Exchange, Dubai Financial Market and Bursa MalaBsighad, will work
on the following:

» Assessing the technological level of the partiaigastock exchanges,
» Creating a data centre.

It was decided that the ISEF would convene in Casgh at a date to
be determined later.

As an important and tangible step in the coursestoéngthening
cooperation among the OIC stock exchanges, the afmom of the
ISEF is an important milestone. It carries prospettproviding further
links among the OIC stock exchanges as well as aentgng
their investor base. Reflections on the implicatioof further
cooperation and recommendations to this end cariobed in the
following section.

5. IMPLICATIONS OF FURTHER COOPERATION AMONG
THE OIC STOCK EXCHANGES AND
RECOMMENDATIONS

The convening of the first “Round Table Meetingtbe Promotion of
Cooperation Among the Stock Exchanges of the OlGnbkr States”
is a remarkable step towards establishing a cotparanechanism
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among those stock exchanges. The said Meeting aonaduthe

formation of the “Islamic Stock Exchanges Forum”hisl event

signifies the commencement of an important projesards the
implementation of the provisions of the OIC PlanAation in the field

of Money, Banking and Finance. It is in line witimeoof the basic
principles of the Plan of Action that the privagetr would be given a
pivotal role in enhancing economic cooperation agndghe OIC

Member States. At the same time, together withirtiigementation of
the related provisions of the “Agreement for therRotion, Protection
and Guarantee of Investments among the MembersStéditthe OIC”

which entered into force in February 1988, thisuromwill contribute

to fostering financial exchanges among the OIC Mengiates.

With the creation of a cooperation mechanism amibregn, existing

stock exchanges, clearing houses and related falaimstitutions in

the OIC countries will cooperate with each othecawordinating their
activities and integrating their policies, rulesegulations and
procedures to a certain degree. This process wdliiably help

increase their competitiveness, as compared to r othienilar

institutions, and enhance investment opportunitighe OIC countries.
As a result, they will further mobilise their inted resources and
facilitate the optimal utilisation of such resowscen profitable

investment projects both in public and private eextThis will also

help increase the flow of funds among the MembateStand further
contribute to the overall OIC economic and comnaroooperation. In
turn, increased cooperation and coordination malp &IC stock

exchanges and capital markets pave the way foinega higher

degrees of cooperation. Closer ties among the @dCksexchanges
will make them a recognisable group and a fordeeteonsidered in the
international financial markets. Keeping in viewathincreased
cooperation and coordination will most likely encage the OIC stock
exchanges establish more advanced and integrated famong them,
a set of recommendations is listed below not ordy cteate a
mechanism for cooperation among those exchanges)dmto prepare
them to move towards higher integration forms.

* Various stock exchanges in the OIC member countree® been
organising training programmes for their own staffiarket
participants and professionals from private and liptgector
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companies and institutions of the capital mark&sch training
programmes are recommended to be open to partisifram other
OIC countries to increase cooperation among thems Would
enable a more efficient and wider use of the trgjnfacilities
existing in the member countries.

* Similarly, the organisation of workshops, seminarsd similar
activities should be encouraged to increase thehamge of
information and views among the concerned instihgi of the
member countries in the field of financial markgiarticularly in
stock exchanges.

» Benefiting from the experiences and self-assessofahe already-
established stock exchanges is a useful source rafedence
knowledge to be utilised by countries in establighnew stock
exchanges or developing existing ones. Therefondevincreasing
cooperation among stock exchanges in the membentries
special attention should be given to encouragirggekchange of
experiences and best practices among them. Inrégard, an
important contribution, namely “Best Practices for the
Development of Stock Exchanges in Transition Eca®m
prepared jointly by the Istanbul Stock ExchangeEfjl&nd the
Federation of Euro-Asian Stock Exchanges (FEASyould be
cited for the benefit of the stock exchanges in @€ member
countries.

» Stock exchanges in the member countries shoulchbeueaged to
become members in sub-regional, regional and iatemal
alliances or federations, some of which have béadied briefly in
the second section of this report. This will héiprh contribute to
promoting their local securities markets and depielp more
practical and pragmatic ways and means of marlestiges.

 The formation of sub-regional securities marketschs as the
Bourse Régionale des Valeurs MobilieresCéte d’lvoire should
be encouraged through increased cooperation amiomgstock
exchanges at the regional level. The introductibrsub-regional

4 FEAS and ISE, Best Practices for the Development otkStxchanges in
Transition Economies, http://www.oecd.org/dataoecd/31/19/2T8/B6f.
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securities markets could facilitate the harmongsati and

standardisation of market practices and technigumes as a result,
contribute to the development of a more efficiemtl @ompetitive

capital market within the OIC region. Also, suchn@ations could

give the newly established thin markets an oppdstuie benefit

from the scale economies.

* Stock exchanges in the OIC member countries shdudd
encouraged to disseminate statistical data andniation on the
other securities markets, in particular to quotekatindices of
other exchanges, in order to attract the attergfomvestors from
the member countries.

» Similarly, composite market indices at the sub-wegl levels
should be constructed and disseminated througlousnineans of
communication, such as the radio, television, neysrs,
magazines, etc. In this regard, institutions suetbaw Jones and
FT have already constructed Islamic Indices, nantiedy Islamic
Market Index and the FTSE Global Islamic Index. Bezurities
included in these indices are those listed on thddis developed
markets and not necessarily on the markets ofdlagnic countries
(Proposals by Turkey, 2004:2).

» Cooperation among supervisory and regulatory aitidéershould
also be fostered with a view to enhancing an dffeatooperation
among stock exchanges.

* Signing of a Memorandum of Understanding (MoU) ohilateral
basis among the stock exchanges and the superviandy
regulatory authorities should be stimulated in otdepave the way
for attaining multilateral agreements on regiorralvaer scales.

» Stock exchanges in the member countries shoulchbeueaged to
develop high standards of rules and regulations @modhote the
harmonisation of market practices, procedures aclthiques.

» Cooperation among clearing and settlement institstiin the OIC
member countries should be supported so as to ajeval
mechanism for facilitating cross-border trading.
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* Necessary measures should be taken to facilitatehefu
development of electronic trading in domestic siiesr markets,
and linkages between stock exchanges should beghtened so as
to increase integrability among them and enablesszbmrder
electronic trading in the future.
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ANNEX | - STATISTICAL ANNEX

Table A.1: Number of Listed Companies in OIC Markes, 2000-2004
(End of period levels)

153

200C | 2001 | 200z | 200z | 2004

Azerbaijan |Baku SE 0 0 0 47
Baku Interbank Currency Exc 0 0 0 42

Bahrair Bahrain Sl 41 41 40 44 44
Banglades |[Chittagong S 164 177 185 195 | 201*
Dhaka Sl 241 24¢ 26C 267 | 267*

Cote d'Ivoir¢ |B.Régionale des Valeurs Mobiliér 41 38 38 38 46
Egypi Cairo and Alexandria £ 1,071 | 1,11C | 1,151 97¢ 79t
; Jakarta S 29C 31¢€ 331 338 332
Indonesia 3 abaya S 205 | 205 | 21C | 20€
Iran Teflran SE 304 31€ 327 37C 411
Irag Irag SE 74
Jordal Amman St 163 20€ 212 207 212
Kazakhsta |Kazakhstan S 60 50 102 68
Kuwait Kuwait SE 86 88 95 10¢ 108
Kyrgyzstar  |Kyrgyz SE 298 263 18¢€ 24C
Lebanol Beirut SE 13 14 13 14 16
Malaysic Bursa Malaysa 79t 804 865 90z 902
Moroccc Casablanca £ 54 55 55 52 52
Mozambigu: [Maputo St 40 40 4Q
Nigeriz Nigerian Sk 19t 194 19t 19t 19t
Omar Muscat Securities Mark 131 22E 22C 10¢€ 122
: Karachi Sl 762 747 711 701 661
Pakistan 1" hore SE 61 | 568 | 55¢ | 527
Palestin Palestine Securities Exchal 24 24 24 20 24
Qata Doha Securities Mark 24 24 25 28 30
Saudi Arabi. |Tadawul (Saudi St 75 76 68 70 70
Sudal Khartoum SF 45 45 46 47 47
Tunisie Tunis SE 44 45 46 45 45
Turkey Istanbul SI 31E 31C 28¢€ 28t 297
UAE Abu Dhabi St 0 24 30 35
T Dubai Fin. Marke 12 13
Uzbekistal [Toshkent Republican ¢ 49€ 60& 574 47¢€ 145
OIC TOTAL 5,374/ | 6,884 | 6,92C | 6,62¢ | 6,31F
200C | 2001 | 200z | 200z | 2004*

JapaP Tokyo Stock Exchang 211z | 2132 | 220t
UK® London Stock xchang: 2801 | 2927 | 287¢ | 27771 | 269z
use NYSE 2862 | 279¢ | 278: | 275C | 2741

Notes: (#) Benin, Burkina Faso, Cote d'lvoire, @aitBissau, Mali, Niger, Senegal
and Togo operate under the same regional stockaegeh

*June 2004.

(a) Khartoum Stock Exchange (KSE), The Ninth Anriraport, 2003.
(b) Tokyo Stock Exchange, Annual Report, 2004.
(c) London Stock Exchange, Annual Report, 2004 (¥ eading on 31 March).
(d) www.nysedata.com.
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Table A.2: OIC Markets Capitalisation, 2000-2004
(US$ million, end of period levels)
2000 2001 2002 2003 2004

Algeria Bourse d'Alger 0/0 0.0 0.0 143.4 140.3
Bahrain Bahrain SE 6,624.4 6,601.3 7,716.4 9,701.8 13,513.7
Bangladesh Chittagong SE 942(5 959.7 1,029.6 1,452.4 2,143.9

Dhaka SE 1,165(3 1,118.8 1,228.7 1,671.G 2,433.7
Cote d'lvoire Eﬂfbeiﬁéfgg'f#;’es valeurs | 87410 24,3350 26,094.0 27,073
Egypt Cairo and Alexandria SE 30,791.224,404.0 26,415.4 27,954.9 37,579.7
Indonesia Jakarta SE 30{8 23.0 28.6 53.5

Surabaya SE 19,059.9 24,389.8 47,054.4 65,165.8
Iran Tehran SE 9,698.9 14,3444 34,443.6 46,995.1
Jordan Amman SE 4,943.2 6,314.1 7,087.0 10,962.9 18,3834
Kazakhstan Kazakhstan SE 1,342.01,203.3 1,341.0 2,424.4 2,940.7
Kuwait Kuwait SE 19,848)0 26,661.7 35,098.9 59,528.0  73,580.1
Kyrgyzstan Kyrgyz SE 0.0 23.2 30.7] 34.7
Lebanon Beirut SE 1,583.0 1,248.0 1,395.( 1,503.( 2,331.G
Malaysia Bursa Malaysia 116,935.a20,007.0123,872.0 168,376. 181,623.
Morocco Casablanca SE 10,875.8 9,030.8 8,564.2 13,050.2 25,174 .4
Nigeria Nigerian SE 4,237.0 5,404.0 5,740.( 9,494.0
Oman Muscat Securities Market 3,518.1 2,634.4 5,268.1 7,246.2 9,317.7
Pakistan Karachi SE 4,944.0 1,0204 16,578.6  28,965.€

Lahore SE. 4,724.1 10,179.1 16,335.0 28,232.1
Palestine Palestine Securities Exchange 722.6 576.6 650.5 1,096.5
Qatar Doha Securities Market 5,152.0 10,567.0 26,703.Q 40,412.(
Saudi Arabia | Tadawul (Saudi SE) 67,166.073,201.4 74,851.4 157,306.4 306,255.1
Sudan Khartoum SE 746.6 2,058.4
Tunisia Tunis SE 2,809l1 2,229.6 2,125.7 2,439.6 2,574.5
Turkey Istanbul SE 69,659.0 47,688.7 34,401.5 69,002.8 98,073.(
UAE. Abu Dhabi SE 20,375.8 30,363.2 55,488.4

Dubai Fin. Market 5,87118 7,907.2 9,515.0 14,297.1 35,090.4
Uganda Uganda Securities Exchange 155.8 252.6 728.3
Uzbekistan Toshkent Republican SE 27.9 31.2 14.1 4.3
OIC TOTAL 382,235.2 400,305.4453,532.6 757,329.2 1,079,609.

200¢ 2001 2002 200< 2004*

Japaf Tokyo Stock Exchange 3,200,00@,300,0002,100,000 3,000,000 3,200,000
UKP London Stock Exchange 2,600,00@,100,0001,800,000 2,400,000 2,600,00(
us NYSE 11,400,00011,000,0009,400,00011,300,000 11,800,00

Notes: (#) Benin, Burkina Faso, Céte d'lvoire, @airBissau, Mali, Niger, Senegal and
Togo operate under the same regional stock exchange
* October 2004.
(a) Khartoum Stock Exchange (KSE), The Ninth Anriraport, 2003.
(b) www.nysedata.com.
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Table A.3: Value Traded in OIC Markets, 2000-2004
(®8iillion, end of period levels)

2000 2001 2002 2003 2004
Algeria Bourse d'Alger 0.2
Bahrain Bahrain SE 245.4 250.4 206.3 261.1
Céte d'Ivoire E,Ifb‘?ﬁ’g?gg'&;jes Valeurs 33.0 6.0
Egypt Cairo and Alexandria SE 11,798.6 5,912.9 6,443.7 4,349.1
Iran Tehran SE 14,311.0 9,667.G
Jordan Amman SE 408.9 934.4 1,334.1 2,607.1
Kuwait Kuwait SE 4,208 11,711.2 22,123.% 54,728.4
Lebanon Beirut SE 1180 53.0 118.9 131.Q 197.9
Malaysia Bursa Malaysia 58,500.0 70,772.¢
Morocco Casablanca SE 1,210.9 840.4 1,440.53 2,443.5
Nigeria Nigerian SE 2630 496.0
Oman Muscat Securities Market 551.4 419.9 581.7 1,334.3
Palestine Palestine Securities Exchange  189.Q 75.0
Qatar Doha Securities Market 883.1 3,220.Z
Saudi Arabia | Tadawul (Saudi SE) 17,313.522,223.4 30,974.%159,055.¢
Sudan Khartoum SE 67.2
Tunisia Tunis SE 686(8 342.1 246.5 188.5
Turkey Istanbul SE 181,934.0 80,400.0 70,756.0100,165.0 147,755.
U.A.E. Abu Dhabi SE 363.1 1,003.9
U.A.E. Dubai Fin. Market 1189 267.1 687.9 1,026.9 13,737.(
Uzbekistan Toshkent Republican SE 19.0
OIC TOTAL 291,906.9 204,371.2136,160.4330,582.4 161,689.9

2000 2001 2002 2003 2004+
Japaﬁ Tokyo Stock Exchange 2,300,4001,700,0001,600,0002,000,000 3,200,000
UK® London Stock Exchange 4,600,0004,600,0004,100,0003,600,000 5,100,000
us NYSE 11,100,000 10,500,004)10,300,0(|) 9,700,04011,400,004)

Notes: (#) Benin, Burkina Faso, C6te d'lvoire, @airBissau, Mali, Niger, Senegal and
Togo operate under the same regional stock exchange
*October 2004.
(a) Khartoum Stock Exchange (KSE), The Ninth Anrfiraport, 2003.
(b) www.nysedata.com.
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Table A.4: OIC Exchanges
Albania Tirana SE http://www.asc.gov.al/tiranastbokl
Algeria Bourse d'Alger -
- Baku SE http://www.bse.az
Azerbaijan Baku Interbank Currency Exchange http://www.bbwy.or
Bahrain Bahrain SE http://lwww.bahrainstock.com
Chittagong SE http://www.csebd.com
Bangladesh Dhaka SE http://www.dsebd.org
Benin Bourse Régionale des Valeurs Mobilieres* Hitpyw.brvm.org
Burkina Faso | Bourse Régionale des Valeurs Mobaiere  |http://www.brvm.org
Cameroon Douala SE -
Cote d’lvoire | Bourse Régionale des Valeurs Mobdgr http://www.brvm.org
Egypt Cairo and Alexandria SEs http://www.egyptsmc

Guinea-BissauBourse Régionale des Valeurs Mobilieres*

http://wisrwm.org

Jakarta SE http://www.jsx.co.id
Indonesia Surabaya SE http://www.bes.co.id
Jakarta Futures Exchange http://www.bbj-jfx.com
Iran Tehran SE http://www.tse.ir
Iraq Iraq SE http://www.isx-iq.net
Jordan Amman SE http://lwww.ase.com.jo
Kazakhstan Kazakhstan SE http://www.kase.kz
Kuwait Kuwait SE http://www.kuwaitse.com
Kyrgyz Rep. | Kyrgyz SE http://www.kse.kg
Lebanon Beirut SE http://www.bse.com.lb
Malaysia Bursa Malaysia http://www.klse.com.my
Mali Bourse Régionale des Valeurs Mobilieres* Httpavw.brvm.org
Morocco Casablanca SE http://www.casablanca-bagse.
Mozambique | Maputo SE -
Niger Bourse Régionale des Valeurs Mobilieres* ipww.brvm.org
Nigeria Nigerian SE http://www.nigerianstockexchammpm|
Oman Muscat Securities Market http://www.msm.gov.om
Islamabad SE http://www.ise.com.pk
Pakistan Karachi SE http://www.kse.net.pk
Lahore SE http://www.lahorestock.com
Palestine Palestine Securities Exchange http://\gveae.com
Qatar Doha Securities Market http://www.dsm.com.ga
Saudi Arabia | Saudi SE (Tadawul) http://www.tadawari.sa
Senegal Bourse Régionale des Valeurs Mobilieres* | tp:/htvww.brvm.org
Sudan Khartoum SE http://lwww.ksesudan.com
Togo Bourse Régionale des Valeurs Mobilieres* Hitpvw.brvm.org
Tunisia Tunis SE http://lwww.bvmt.com.tn
Turkey Istanbul SE http://www.ise.org

Turkish Derivatives Exchange (VOBA

http://www.turkdex.net

Turkmenistan

State Commodity and Raw Materials Brgle

http://www.turkmenbusiness.org

U.AE.

Abu Dhabi Securities Market

http://www.adsm.co.ae

Dubai Financial Market

http://www.dfm.co.ae

Uganda

Uganda Securities Exchange

http://www.useor

Uzbekistan

Toshkent Republican SE

http'//WWW uzse.uz

Uzbekistan Republican Currency Exchange

Notes: (*) The establishment of an organised firglnoarket was provnded for in the treaty of
14 November 1973 forming the West African Monetdnjon (WAMU), initially made up

of seven countries (Benin, Burkina Faso, Cote d&ydMali, Niger, Senegal and Togo).

The Union recently expanded with the addition &f ¢ighth member, Guinea-Bissau.
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ANNEX I

OVERVIEW OF SELECTED STOCK EXCHANGES
IN THE OIC COUNTRIES

ISTANBUL STOCK EXCHANGE (ISE)

The Istanbul Stock Exchange (ISE) which becameatiperal in early
1986 is the only securities exchange in Turkey.d@&da securities
include equities, government bonds and treasuty, bitoney market
instruments (repo/reverse repo), revenue-sharimtficates, private
sector bonds as well as international securitiecke TSE is an
autonomous and self-regulated professional orgaorsa It has
partnership in the capital of the Settlement andst@ily Bank
(Takasbank) which is the central securities deposibf Turkey, the
clearing and settlement centre for securities #etisns and the
national numbering agency of Turkey (ISE, March 200rhe ISE’s
functions are, inter alia, to:

» Examine the application of the securities to beetlsand make a
decision;

* Launch the Derivates Market in compliance with thgulations;

» Open markets for the securities to be traded ofEohange;

* Disclose information about traded securities on fegular
publications;

» Assure the trading of securities in a reliable atable environment
under free competition; and

» Take the necessary precautions in line with theesrubnd
regulations in case of extraordinary adverse deweémts on the
Exchange.

Within the framework of its efforts to support tlievelopment of
Central Asian capital markets and stock excharthedSE participated
in the capital of the Kyrgyz Stock Exchange and Beku Stock
Exchange. It signed cooperation Protocols and Manmdums of
Understanding (MoUs) with the Toshkent Republicéocks Exchange
(Uzbekistan), Kazakhstan Stock Exchange, KyrgyzclStexchange,
Baku Stock Exchange (Azerbaijan) as well as with tlondon Stock
Exchange. The ISE also initiated on 16 May 1995sktéing up of the
Federation of Euro-Asian Stock Exchanges (FEAShwR founding
members. Today, the Federation has 28 members ahwit are
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exchanges from the OIC countries. Membership isndpeemerging
exchanges located in Europe and Asia. Its membehnagges have a
total market capitalisation of US$ 200 billion on average daily
traded stock volume US$ 845 million.

CAIRO AND ALEXANDRIA STOCK EXCHANGES (CASE)

The establishment of the Cairo and Alexandria Stegxkhanges goes
back to the 19 century. Alexandria’s futures market is one of the
oldest in the world. The introduction of the figdtase of the Egyptian
Privatisation Program on the Exchange in 1996 atsdributed to its
development. Among the CASE investments is Misr aGiey,
Settlement and Central Depository (MCSD), estabtisin 1996, which
is the Central Depository of Egypt authorised tofqgren clearing and
settlement transactions of all the stocks trade@aino and Alexandria
Stock Exchanges. In 1999, the CASE established Huypt
Information Dissemination Company (EGID) for the rpase of
disseminating information to the market and ingéhat the
implementation of the new automated trading systém2000, a
Settlement Guarantee Fund was instituted to enghee timely
settlement of transactions taking place in the Brge.

Today, the CASE intends to be one of the core firdrtentres in the
Middle East and North Africa Region. To this ertdqims to adopt new
technologies, improve its products and servicesfard alliances with
other exchanges.

The CASE is a member of various international assions of stock
exchanges, such as the World Federation of Exclsarkgleration of
Euro-Asian Stock Exchanges (FEAS), African Stockchanges
Association (ASEA) and the Union of Arab Stock Eaopes. It also
signed agreements with various Arab stock exchangelsiding those
of Bahrain, Amman, Kuwait, Lebanon and Tunis, aneémdrandums
of Understanding (MoUs) with various exchangesudtig those in
Korea, London, Madrid, Nigeria, Johannesburg, Kualepur, Malta,
Hong Kong, Casablanca, Thessaloniki and the NdtioBtck
Exchange of India.

KHARTOUM STOCK EXCHANGE (KSE)

The idea of establishing a stock exchange in thdaSustarted to
develop in 1962 when the Bank of Sudan and the ditiniof Finance
commenced studying the various facets of a stodhange. In this
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connection, the Stock Exchange Act was endorsedhbyPeople’s
Assembly in 1982 to establish a regulated markestimck exchange.

However, the concrete steps towards the establishofea financial

market in the Sudan could only be taken in Aug@@2lwithin the

framework of the economic liberalisation programnmamely the

Three-Year Salvation Programme (1990-1993). In shme year, a
Board for the stock exchange was formed and a [Bewss issued to
amend the 1982 Act. However, because that amenddidmiot cover

all the required objectives to establish the stx&hange, in 1994, the
Transitional National Assembly enacted the Act dfaktoum Stock

Exchange.

The Primary Market Operations started on 10 Octd894 and the
opening up of the secondary market followed it odakuary 1995.
Now, the Khartoum Stock Exchange is operating unsle@ main
sections: The Primary Market and the Secondary Btaikhe former is
the market in which the issues for stock exchangepsesented for
public subscription within the stipulated actsesiaind regulations. The
latter is the market where the market transactiares conducted
through the agents and the transfer of stock oviers realised.
Whereas the activity at the secondary market stantgh 24 public
shareholding companies, the number of listed comepaincreased to
47 by the end of 2003.

KUALA LUMPUR STOCK EXCHANGE (KLSE)

The securities market in Malaysia came into existein the late 19
century parallel to the operations of the Britisimpanies in the rubber
and tin industries. Yet, the formal trading of s#smbegan on 9 May
1960 with the establishment of the Malayan Stockhaxge. In 1965,
the stock exchange was renamed as the Stock Exetafniglalaysia
and Singapore (SEMS). In 1973, the SEMS was segghrato two
bodies: the Kuala Lumpur Stock Exchange Bhd (KLSEBY the
Stock Exchange of Singapore (SES). In the same gaaw company,
the Kuala Lumpur Stock Exchange (KLSE) took over diperations of
the KLSEB, and the Securities Industry Act 1973A)Séntered into
force. In 1990, the Singapore companies were ddlisom the KLSE,
and vice-versa. The Malaysian Central Depositorys wsat up and
mandated to operate the Central Depository Sys@D&j. The Fixed
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Delivery and Settlement System (FDSS) was alsoodiuized to
improve the efficiency of the clearing and settlamgystem. In April
2004, the KLSE changed its name to Bursa Malaysia.

SAUDI STOCK MARKET (TADAWUL)

Following the rapid economic expansion and Sauidisabf foreign

banks in the 1970s, a number of large corporatant joint venture
banks were established. An informal stock markes a&kso formed
during that period. In 1984, a Ministerial Commetteomposed of the
Ministry of Finance and National Economy, the Mirnysof Commerce
and the Saudi Arabian Monetary Agency (SAMA) was sp to

regulate and develop the stock market. Additionaiye SAMA was
mandated with the regulation of the market. With &im of improving
the regulatory framework, only the commercial bankse allowed to
trade shares. In the same year, they establishedSdudi Share
Registration Company (SSRC) with the aim of prawgicentral

registration facilities for joint stock companiesdasettling and clearing
all equity transactions. Furthermore, an automatdéehring and
settlement facility was launched in 1989. The Ewut Securities
Information System (ESIS), developed and operatedhe SAMA,

became operational in 1990. The new securitiesngaclearing and
settlement system, “Tadawul”, was introduced indbet 2001.

Tadawul is the new service for trading, clearingl asettlement of
shares in the Kingdom. It provides an efficient ahdrt trading cycle.
Investors may only trade through the banks wheey thave opened
accounts. It supports the full range of depositionyctions, accurate
and speedy settlement and transfer of ownershipeumtely after the
transaction. An increase in the number of sharesiltieg from a
corporate decision is immediately reflected in thecount. Cash
dividends can be deposited directly in the banloant designated by
the investor. It aims to achieve transparancy thinoinstantaneously
publishing market prices and companies’ informatikiralso ensures
fairness by providing equal access to the markedlfonvestors.

BAHRAIN STOCK EXCHANGE (BSE)
The Bahrain Stock Exchange (BSE) commenced opesta 17 June

1989. Since then, it has expanded continuouslyb&tdme one of the
leading emerging stock markets in the Gulf reglonl997, the BSE'’s
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Board of Directors adopted a strategy to develog arpand its
operations through increasing its competitivenesgatds attracting
investors. In line with this strategy and followiag Amiri Decree in
1999, the market was further opened up to foremrestors. As a
result, the contribution of GCC investors to tragincreased from 16.4
percent in 1998 to 23 percent in 2000, and non-GWEstors up from
1.5 percent in 1998 to 9 percent in 2000, respelstivForeign

brokerage firms were allowed to operate indepermg@anBahrain.

Securities on the Bahrain Stock Exchange are teamsf in electronic
book-entry between sellers and buyers through tb&eb dealers via
the Central Depository System. To become a leastionck exchange in
the region, the BSE has enhanced its legal infrestre and
concentrated its efforts on implementing the Irational Organisation
of Securities Commessions’ (I0OSCO) disclosure sieatg] as well as
other standards used in international stock marketsthermore, it
aims to establish an effective issuing, trading aettlement regime
supported by the latest technology and to openat@ icompletely
transparent environment with timely disseminatidrinbormation for

all.

TEHRAN STOCK EXCHANGE (TSE)

Following the enactment of the Stock Exchange Actlb67, the
Tehran Stock Exchange opened in April 1968. Injtiabnly

Government bonds and certain State-backed cet&Boaere traded in
the market. Since 1989, following the privatisatminthe state-owned
enterprises and promotion of private sector ecooomattivity in

accordance with the First Five-year Developmenin Rd& Iran, the
Tehran Stock Exchange has expanded continuously.

The TSE Council is the highest authority in thecktexchange. State
officials as well as private sector representatigesl specialists are
members of the Council. The Governor of the CerBahk presides
over the Council. A Central Depository System (CxSpperating in
the TSE and an automated clearing process is ingplted. The TSE
Services Company (TSESC), who is in charge of tmeputerised site,
supplies computer services. Presently, the TSEesraghainly in
securities offered by listed companies.
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The TSE is a full member of the International Fatlen of Stock
Exchanges (FIBV) and a founding member of the Fsder of Euro-
Asian Stock Exchanges (FEAS).



