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Abstract

Prague, December 1993.The presence of strong and dynamic capital markets is vital for the
inflow of foreign capital and will help domestic companies in seeking additional resources in the
form of new equity. The purpose of this paper is to review the development of the capital markets
in Central Europe and to identify the major outstanding issues in the link between capital markets
and foreign investments. Part | discusses the institutional features of capital markets, as well as
their liquidity that affects the entry of foreign investors. Successful privatization and
macroeconomic performance also affect the activities on capital markets.

The bulk of the report covers the Czech Republic, but also included are Slovakia, Hungary and
Poland. Part | reviews the two major institutions of the nonbanking financial sector--investment
funds and the stock market, respectively. The main issues of the stock market and the operation of
investment funds including regulations, supervision and other institutional features are identified.

Part Il is divided into three sections and describes the economic factors which are conducive to
the creation of capital markets. These factors constitute economic pressure to establish capital
markets in the region and are discussed in the first section. The next section identifies the main
issues which will be inhibiting the expansion of the capital markets. The last section specifies the
main conditions for a more effective functioning of capital markets and offers some policy
conclusions.

Abstrakt

Pritomnost silného a dynamického kapitalového trhu je Zivotné diileZita pro pfiliv zahrani¢niho
kapitalu a bude pomahat domacim podnikiim pii hledani dodatecnych zdrojii ve formé novych
kmenovych akcii. Ugelem této studie je podat piehled o vyvoji kapitalovych trhii ve Stfedni
Evropé a identifikovat hlavni problémy, spojujici kapitalové trhy a zahrani¢ni investice.

! This paper was prepared for the working seminar of experts at the the Institute of Development Studies of Sussex
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Institucionalni rysy kapitalového trhu, stejné jako jeho likvidita ovliviiuji vstup zahrani¢nich
investor. Uspé$na privatizace a makroekonomicka aktivita rovnéz podminuji aktivity na
kapitalovém trhu.

Pievazna &ast zpravy se tyka Ceské Republiky, diskutovany jsou viak ¢asteéné I kapitalové trhy
Slovensko, Mad’arsko a Polsko. Cast I pfedstavuje dvé hlavni instituce - investi¢ni fondy a Burzu
cennych papiril. Jsou identifikovany hlavni problémy, tykajici se téchto subjektl, véetné regulace,
dohled a dalsi instituciondlni prvky.

Cast II je rozd&lena do tii sekci a popisuje ekonomické faktory, které predchazeji tvorbd
kapitalového trhu. Tyto faktory plisobi ekonomické tlaky na vznik kapitalového trhu a tyto jsou
diskutovany v prvni sekci. Dalsi sekce identifikuje hlavni problémy, které brani rozvoji
kapitalového trhu. Posledni sekce specifikuje hlavni podminky pro efektivnéjsi fungovani
kapitalového trhu a poskytuje nékteré zaveéry.



