ANNEX A
Policy and environmental framework necessary for the efficient
operations of markets

Investor Needs Government Role

-

u - political, economic and financial stability

1.Enabling environment

- bond issuer to support budget
create enabling environment
ﬂ - efficient payments and settlement

- uniform and transparent documentation
- fair legal system with enforcement powers

- supervisory regime based on international
standards and practices

- credible credit rating system

- credit enhancement system without moral

2 Efficient markets
characteristics
- benchmark Treasury yield curve
over range of maturities

- deep liquidity, size and depth hazard
- repurchase arrangements
- deep secondary markets
- wide range of instruments — Beneficial for society broadly

sovereign and corporate paper - support long-term savings and fund raising
- securitisation - diversifies risk, providing guide to risk and
- derivatives — swaps/ pricing risk and price discovery

forward markets - lowers financial system transactions costs

3 Beneficial markets
for participants
- profit from trade
and investment
- manage liquidity
- manage risk
- manage wealth
- manage client demands
- fund liabilities and obligations




