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I.   INTRODUCTION
1 

5.      The health of an economy increasingly relies on orderly, efficient and well-
regulated securities markets. The increased complexity and growth of securities markets 
has created demand for enhanced knowledge and understanding of the regulation of these 
markets and the connection between regulatory deficiencies and other areas of the financial 
sector and the economy as a whole.  

6.      In recognition of the role played by securities markets in the financial sector, the 
FSAP frequently includes an assessment of the strengths and weaknesses of the 
supervision and regulation of securities markets. Such assessments are done in countries 
where the securities market is considered by the mission to be material to the financial sector 
or in certain circumstances where, although the securities markets might not be systemically 
significant, an assessment might assist the authorities in properly gauging the progress of 
their regulatory reforms. Of the 45 completed or on-going FSAPs, 33 include an assessment 
of securities markets supervision and regulation. FSAPs generally also include a discussion 
of capital markets more broadly, and for developing and emerging market countries attention 
is paid to development issues in this area.  

7.      The assessments have been undertaken under the rubric of the IOSCO 
Principles. An IMF Code of Good Practices on Transparency in Monetary and Financial 
Policies, 1999 (MFP Transparency Code) and Anti-Money Laundering assessment may also 
be undertaken in conjunction with the Principles assessment. In some countries, a detailed 
assessment of clearing and settlement systems has also been undertaken under the Committee 
on Payment and Settlement Systems (CPSS)/IOSCO Recommendations for Securities 
Settlement Systems (the Recommendations).2  

8.      This paper examines the experience with the Principles assessments in the FSAP, 
including a discussion of progress to-date and the future work to be done. The paper is 
based on an analysis of completed Principles assessments, feedback from assessors, mission 
chiefs and the authorities. The paper identifies the role the Principles play in the FSAP 
context and analyzes the usefulness of the assessments in identifying vulnerabilities arising 
from regulation of securities markets as well as their usefulness in identifying development 
concerns. In addition, the paper identifies areas in which securities regulators could improve 
practices and areas in which more guidance on international standards is required. Finally, 
the paper identifies on-going work being done at the Bank and Fund to meet the challenges 
presented.  
                                                
1 The main contributors were Ms. Jennifer Elliott and Peter Clark (Consultant) from the 
International Monetary Fund and Melinda Roth from the World Bank. 

2 A discussion of the experience with the MFP Transparency Code and the CPSS/IOSCO 
Recommendations for Securities Settlement Systems, 2001 (Recommendations) assessments 
is beyond the scope of this paper.  
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