Potential barriers for Capital Markets development @

European Bank

for Reconstruction and Development

Macroeconomic development
@,peciﬁcs of companies Ownership structure of listed
» Mainly SMEs
* Rely on bank financing

companies

» Few majority owners
* Not listed or no intention to list
QPreferto list abroad

*» Small free float
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Lack of attractive stocks

© rv T—— Low quantity | Low quality - Few top performers
S Ez:ti:lyre SRIRVETIVA of supply | of supply » Corporate Governance
Q- .
7 » Few exits via stock exchange Partly wgak fqndamentals
73 - + Value orientation
c » Underdeveloped/not existing Low Under
g b liquidity performance * Lack of growth segment g
= >
§ (Pension system Domestic institutional N
8 » Lack of private pension investors
- scheme low damand I Low demand » Insufficient number of local
° * Missing capital market of retail | of institutional ipstidions) Mesiors
> orientation . { ) t * Low level of local stock
o g investors | investors irvastmiants
(Private stock ownership ~

« Small number of retail investors International investors

» Based on voucher privatisation a big number of » Low local market classification results in
passive stock owners low weighting market in int. portfolios

» Lack of awareness/financial literacy and trust » Lack of research coverage
\* Prefer to invest outside of country » Lack of trust in local legal framework

Underdeveloped legal and regulatory framework
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Exchanges as Company Financing Hubs
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Create awareness

* Investor education

investments
* Start-up events
» Tax incentives
* Media cooperation

Demand

 Direct access to online
platform for early stage

Qualified investors

* Private company
market is a service for
private companies to
trade unlisted shares in
a ‘secure environment’

» Company authorises/
provides investor pool

* Pre-IPO investments

SME Investors

» Small cap funds

e Listed SME Investment
Vehicles

* Retalil investors

* Investor education

» Tax incentives

* Micro/Small Cap Funds

* Research coverage

* Media cooperation

Extend investor base

* Develop institutional/
retail investor base

* Investor training

+ Capital market
development fund

* Mid-cap funds

* Research coverage

» Roadshows/Analyst
meetings

Enhance liquidity

* Develop institutional
investor base

» Connect foreign
remote members

 Capital market
development fund

* Market Maker system

» Country classification

* Roadshows/Analyst
meetings
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funds and business
accelerators

* ‘Financing@
workshops

* Media cooperation
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* Private placements
* Employee stock option
plans and trading

* SME Brokers/ adviser

* New listed ECM and
DCM products

* Simplified and fast
listing process
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=9 Egru'xé\{%lgﬁbt ° Private Company SME Growth Exchange Exchange

el ., Cavdiunding Market / OTC Market Standard Market Prime

= % ° Platform @ Market
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Start-up companies Private companies SMEs Medium-sized comp. Blue chips -

« Company training * Corporate Finance * Pre-listing support * IPO Go! program structured products
» Cooperation with PE training for companies program * IR training * IPO Go! program

 Extend product range

» Corporate Governance

* Listed Mid-cap funds
Investment Vehicles

* Free float
requirements

* Corp. Governance

» Extend product range
[i.e. ETFs, structured
products, derivatives]
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