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ASEAN Economic Community Vision 2015
• AEC Blueprint 2015
envisages a regionally
integrated capital market
where:
– Capital can move freely within
the region;
– Issuers are free to raise capital
anywhere within the region;
and
– Investors can invest anywhere
within the region.

• In such a market, anyone can
trade in ASEAN capital
market products freely in
any ASEAN market at a
competitive fee from a
single point of entry; capital
market intermediaries are
able to provide their services
throughout ASEAN subject
to home country approval.
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I. Position of ASEAN on Capital Market Integration
Significant steps between 1997 and 2008 towards financial cooperation and capital
market integration among ASEAN countries:
March 1997
First ASEAN Finance
Ministers Meeting:
•
ASEAN
Surveillance
Mechanism
•
•

Bilateral Swap
Arrangements

Develop ASEAN
bond market in
collaboration
with more developed
bond markets.

2003

2004

Bali Concord II
Framework for an
ASEAN Community:
Roadmap for
Integration of ASEAN
in Finance (RIA-FIN):

Formation of ACMF:
Harmonization of
standards governing:

•

Capital market
development

•
Financial
services
liberalization
•

Capital account
liberalization,

and
•

Currency
cooperation.

•

Disclosures

•

Distribution

•

Accounting/
auditing

•
Mutual
recognition
of
market
professionals.

2007/2008
ASEAN Economic
Blueprint to achieve
economic
liberalization and
financial integration
by 2015.
ADB Study on
Integration of SouthEast Asian Equity
Markets

ACMF
Implementation Plan
to Strengthen ASEAN
Capital Market
Integration
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ADB Study on Strategic Framework for Regional
Integration of South-East Asian Equity Markets
A consensus building process involving ASEAN
securities regulators, stock exchanges, central
banks and regional market players:
• Assessed global and equity market developments
• Developed elements of a comprehensive strategy
for capital market integration
• Examined options for exchange alliances
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Global Trends in Market Development
• World exchanges are consolidating into global structures
with capacity to respond to demands of new classes of
investors for new products and services.

• Technology is enabling the creation of Alternative
Trading Systems to bypass national exchanges to avoid
unnecessary “friction” costs and other barriers to free
flow of capital.
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ASEAN Exchanges are Individually Small, Lack Liquidity

6

The trend of “looking outside ASEAN” is apparent…

• ASEAN markets have, so far, developed stronger
financial ties with the advanced markets in Western
Europe and the US, rather than strong links within
the region.
• The implications - ASEAN equity markets remain
small and bond markets are not developed.
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A Process for Integrating ASEAN Equity Markets
Three basic choices facing ASEAN national equity
markets in globalized world:-

1. Marginalization

2. Cherry-picked and
absorbed into global
structures

3. Regional cooperation to become
new force in global
markets

A process needed for policy makers to sequence policy reforms within
the constraints of domestic political, social and institutional realities.
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Constraints to ASEAN Capital Market Integration
1. ASEAN members are at different
stages of development, rendering
large differences in market practices,
institutional development and
regulatory standards, laws and
processes

3. Barriers to entry and
regulatory obstacles to
financial innovation

2. High transactions
costs

4. Conflict between
national interests (closed
markets) vs. integration
(openness)

5. Bureaucratic
differences and lack of
convergence between
public and private
interests
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Elements of Strategic Framework For Regional
Integration
• Implement a mutual recognition framework while continuing to
strengthen and harmonize legal and regulatory framework in line
with global standards
• Strengthen and coordinate exchange governance arrangements, the
SRO functions, the listing rules and corporate governance
framework
• Sequence the liberalization of capital account and portfolio
restrictions
• Agree on and work toward an exchange alliance framework
• Promote new products, including ASEAN “star” companies and new
intermediaries to foster regional integration
• Refine domestic capital market development plans from a regional
integration perspective
• Establish a coordinating mechanism for ASEAN financial and
monetary integration process
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Considerations for an Exchange Alliance
Urgency for visible
form of ASEAN
exchange alliance

Which model to
adopt?

World exchanges are
consolidating; small
exchanges in SEA
region run risk of being
cherry-picked or
marginalized

Must consider country
differences in trading /
surveillance systems,
post trade
arrangements,
exchange governance
practices

Choice of model to
have “ice breaker”
effect that will in long
term culminate in
regional exchange
integration
Shared trading
platform, integrated
clearing and custody
services, broad
regional access to
domestic products
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A Practical Option – Electronic Trading Links
An easy first step is to create an electronic trading link
through one single access point to facilitate cross-trading
of stocks listed on an ASEAN Board
ASEAN Strategic Working Group (SWG) comprising senior
representation from 6 exchanges of Indonesia, Malaysia, Philippines,
Singapore, Thailand and Vietnam actively developed this proposal in
2008.
SWG has agreed to provide trading linkages to facilitate home
brokers to route orders for selected ASEAN stocks (listed on an
ASEAN Board consisting of 30 selected stocks from each exchange)
directly to a host exchange through the ASEAN Common Exchange
Gateway (ACE) set up by the exchanges.
ACE is just the first step, evolving to encompass both trading linkages
and post-trade clearing and settlement in the medium term.
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ASEAN Capital Market Integration Plan
In 2008, ACMF sought ADB technical assistance to
formulate an “Implementation Plan to Strengthen
ASEAN Capital Market Development and
Integration under the AEC Blueprint 2015”.

Implementation Plan built on the ongoing capital
market development initiatives of other working
groups of ASEAN and ASEAN+3 and ADB studies.

A Group of Experts were appointed by ACMF to
guide the formulation of the Plan and to provide
private sector perspectives in developing the
strategic initiatives.
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Seven Strategic Components of ASEAN Capital
Market Implementation Plan
Creating an Enabling
Environment for
Regional Integration

Establishing Market
Infrastructure and
developing Regional
Products as an ASEAN
Asset Class

Strengthening the
Implementation and
Coordination Process

I. Mutual
recognition
framework

III. ASEAN exchange
alliance and
governance
framework

VI. Aligning domestic capital
market development plans
to support regional
integration

II. Easing of
capital
account and
portfolio
restrictions

IV. Promoting new
products and
building ASEAN as
an asset class

VII. Reinforcing and better
coordinate ASEAN working
processes, including
formation of an ASEAN
Financial Stability Forum to
deal with financial stability
issues linked to integration
process

V. Strengthening
ASEAN bond
markets
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I.
-

Mutual Recognition Framework
Cross border fund raising
Product distribution
Cross border investments
within ASEAN
- Market access by intermediaries

IV. Promote New Products &
Build ASEAN as an Asset
Class
- Promote regional products
development
- Promote ASEAN star
companies under the ASEAN
Board

II. Easing of Capital Account and
Portfolio Restrictions
- Strengthen cooperation to
maintain financial stability
within ASEAN
- Liberalising non-prudential
capital account restrictions to
facilitate MR framework

V. Strengthen Bond Markets
- Accelerate reform initiatives
in bond issuance, listing &
distribution
- Strengthen regional rating
agencies
- Improve clearing &
settlement of bonds

III. ASEAN Exchange Alliance
Framework
- Promote ASEAN as an asset
class- Enhance trading efficiency &
cost reduction
- Facilitate cross border trades
- Build sustaining demand

VI. Align Domestic Capital
Market Plans to Support
Regional Integration
- Align national development
initiatives to support cross
border integration
- Adopt phased approach to
liberalization to ensure
domestic market readiness

VII. Strengthen ASEAN
Implementation and
Coordination
Processes
Strengthen resources of
ASEAN Secretariat to drive
financial integration action
plans in coordination with
financial stability initiatives
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Impact of Current Financial Crisis on ASEAN
Capital Market Integration

ASEAN countries’ export sector will
bear brunt of the world recession.

Cumulative current account
surpluses of ASEAN-5:
- 2007 Peak– US$ 97 billion
(9.5% of GDP)
- By 2013 (estimate) – US$26
billion (1.5% of GDP)

Current deficits within the region
require funding (estimated US$50
billion cumulatively 2010-2013)

Impetus for ASEAN capital market
integration to be in stronger
position to mobilize funds to
enhance regional stability
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ASEAN-5 Current Account Balance Projections
(in US Dollar Billion and % GDP)
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ASEAN-5 Current Account Projections
(in US Dollar Billion)
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Windows of Opportunity created by Global
Financial Crisis
Mobilising

Financial

Efficient

Savings

Stability

Markets

Surplus savings in
North Asia can
invest in regional
bonds and help
develop regional
infrastructure.

Greater regional
cooperation in
currencies can
withstand outside
pressure,
maintain stability
and increase
Asian standing in
global financial
order.

Stability in
currencies and
capital flows
require more
efficient financial
markets.
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2. Bond Markets –
allow surplus
funds to invest in
long-term
infrastructure and
investments in the
region
1. Banking Markets –
strengthening bank
capitalization and
currency cooperation
to maintain stability
within ASEAN

3. Equity Markets
– strengthen
ASEAN
corporations to
regional and
global
competitiveness

Strategic
Direction of
ASEAN
Markets

4. Fund markets –
deepen
cooperation
between longterm funds to
invest regionally
and globally
5. Derivative markets
– encourage national
and regional
champions to
strengthen regional
derivative markets
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Prospects for ASEAN Capital Market Integration
Regional financial integration is a long and complex process,
having to overcome the challenges of:
Significant differences in the levels of development of
capital markets;
Domestic biasness towards integrating with the rest of
the world rather than within ASEAN;
Unequal distribution of benefits of greater regional
integration;
Inadequate involvement of private sector stakeholders;
Capital controls and exchange restrictions in many
jurisdictions; differences in withholding tax regimes; and
Lack of clarity on the coordination and monitoring
mechanisms in ASEAN.
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An ASEAN Financial Stability Forum
Financial Integration and Financial
Stability are Interdependent

An ASEAN Financial Stability Forum would facilitate the
integration process:
• Identifying cross-border issues that require multi-agency
agreement and action,
• Addressing financial stability issues linked to the integration
process

22

Prospects for ASEAN Capital Market Integration
Post- Asian Crisis Outcomes and Now
Current Global Crisis

Post-Asian Crisis
•
•
•

ASEAN Surveillance Mechanism
ASEAN+3 Bilateral Swap
Arrangements
Bond market development (ABMI,
ABF)

•
•
•
•
•

•

•

ASEAN Financial Stability Forum
ASEAN+3 Multilateral Swap Arrangements
Enhancement of ABMI and ABF by
ASEAN+3 and EMEAP
ASEAN Economic Blueprint 2015
Equity Market Integration (ASEAN-5
Exchanges e-trading link)
ASEAN Capital Market Implementation
Plan (sequenced action plans for seven
strategic components built upon ASEAN
and Plus Standards, mutual recognition
framework and more focused strategic
market directions)
Empowered implementation and
coordination mechanism in ASEAN
Secretariat
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Key Success Factors for ASEAN Financial
Integration

Political Commitment

Support and Policy Coordination
of Many Jurisdictions

Firm Country-Level Commitment
to implementation of integration
initiatives and action steps

Effective Coordination Mechanism
at ASEAN Secretariat to drive
entire implementation process

The current financial crisis is reinforcing this
sense of direction and determination in ASEAN.
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