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% The Global Financial Crisis. Reserve Bank of Australia.
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(https://www.rba.gov.au/education/resources/explainers/the-global-financial-
crisis.html)

% Internationalization of the Capital Markets: The Experience of the US.
Securities and Exchange Commission, Charles C. Cox, Securityrand. Exchange
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Commision.

% The Rise (and Possible Fall) of SPACs, BNY Mellon,
(https://www.bnymellonwealth.com/articles/strategy/the-rise-and-possible-fa
lI-of-spacs.jsp)

% The Consolidation of European Stock Exchanges, James McAndrews and
Chris Stefanadis, Federal Reserve Bank of New York, June 2002 Vol. 8, No. 6.
% Energy Investing: Exploring Risk and Return in the Capital Markets, The
International Energy Agency and the Centre for Climate Finance & Investment
Report.
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Course Title

The Role of International Capital Markets:

Opportunities and Challenge

Credit Hours 32 (one credit hour is 45 minutes)

The course will have three main objectives:
1. Explain the nature of direct intermediation
and the main compartments of capital
markets. As such it will allow students to
differentiate between the various dimensions
of capital markets;

Course Objectives
2. Differentiate the debt and equity financing
of governments and companies and their
needs to issue financial instruments to
finance their needs;

3. Explain the functioning of capital markets,

including the key participants, the role of
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traders, the importance of Stock Exchanges,
and how the price and valuation of company
shares influence their ability to grow and

their cost of financing.

Behind those objectives, these are the main
concepts student will acquire through this
course.

» Bank and direct intermediation

* Debt financing and fixed income securities
(bonds)

» Derivative products

* Equity financing

* Issuance of securities

» Retail and institutional investors in equity

» Stock Exchanges

Course Description * Price discovery and fluctuations

* Internationalization of capital markets

* Trading bonds and stocks

* Role of investment banks and commercial
banks in the debt and equity markets

* Investor protection

» Disclosure and transparency

* Market crisis

» Public finance and capital markets

» Societal impact and purpose of markets

* Financing of energy transition

* Financing retirement and pensions

The topic in the global context

While the international capital markets are well known as a concept, they are
often misunderstood because they have a complexity that is more significant
than bank financing. They are compared to bank intermediation and called
direct intermediation because the securities issued are directly bought or sold
by investors.

They represent a way for companies to issue securities to finance their growth
in the form of equity. As such, they are the backbone of the stability of
companies. Company shares therefore last forever, and the way they are
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issued and can be bought or sold afterwards takes place on a market called
Stock Exchanges.

The second financing source is debt instruments. They are fixed income
securities because they normally provide a fixed interest rate to the holder.
They are also essential to governments to finance their budget deficits: those
sovereign bonds represent the largest capital market in the world. For the
same reason, large companies issue corporate bonds on the capital market.
Over the past 50 years, those markets have grown in size. To reach investors,
companies have issued shares outside of the borders of their jurisdictions. The
pool of investors differs from the pool of issuers. Most large privatizations
happened on several capital markets at the same time. Capital markets can be
domestic or international.

Brief introduction of the course

The purpose of this seminar is to familiarize students with the concepts and
realities of international markets, outlining their value added as well as the
risks that they can pose in time of crisis.

Topics

Financing through direct intermediation

Description: Bank loans and other financings by financial
institutions are familiar to the public: it is particularly true of real
estate and mortgage loans. They have their own limits since their
ability to lend is subject to international ratios that limit these
activities to the amount of equity of the banks themselves and the
amount of debt that they can carry on their balance sheet. It is the
intermediary who bears the risk of the nonperformance of the
Module 1 credit they have extended to an individual, an institution or a
government.

The funding is made through bank deposits, but the depositors do
not run the risk of a loan in default, but only the risk of a failure of
the lender itself. Direct intermediation does not end up in the
balance sheet of financial institutions. The same “piece of paper” is
issued and delivered against payment to the investor. It avoids the
costs of intermediation. However, this means that if the securities

the investor holds is in default or if the company is Bankiupt, it is
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the investor who carries the risk directly. Equities are not adequate
for bank financing since their balance sheet cannot carry the risks
of those securities. Furthermore, long term fixed rate bonds
cannot be financed by banks while bonds can have up to 30 year
maturities. This is a uniqueness of capital markets that cannot be
replicated through indirect intermediation.

Bonds, stocks, and derivatives issuance and trading

Description: While the generic term of capital markets could give
the impression of a monolithic market, various securities are issued
and traded differently. This course will focus on three products:
company shares (stocks), fixed income bonds, and derivative
products.

Module 2 In order to differentiate those products, we will need to look at a
corporate balance sheet to understand the respective role of
equity and debt, and within debt, loans, and bonds.

This will allow us to compare the main characteristics of the two
principal capital market corporate financing and better understand
why a company might want to choose one or the other instrument
to finance itself.

Internationalization of capital markets

Description: While the internationalization of capital markets is not
a recent phenomenon, it did ride the wave of globalization in the
last 20 years. | have been part of this wave, namely for Chinese
companies. It did not happen artificially. The pool of available
investment and investors is usually directed first to the domestic
Module 3 market. It is still by and large the case.

However, the demand of investors and the supply of capital from
abroad has led exchanges to internationalize their activities. We
will focus on three of those:

* New York Stock Exchange

» London Stock Exchange

* Hong Kong Stock Exchange

Regulating Stock Exchanges and equity issuance

Description: With the proliferation of trading platforms around the
world, a confusion developed around the characteristics of
regulated Stock Exchanges. Yet, the guarantee of fairness on
regulated exchanges is significantly superior to any other form of
Module 4 ,
trading.

However, technology has allowed trading venues to develop and
provide various accesses, sometimes faster and cheaper than

traditional exchanges.

What securities regulators aim for is a level of fairness to provide




2023FE VW

investors the best price, the best information, and the best
transparency. What looks like an obvious objective is in fact
cumbersome regulatory duties and an audit process of the
Exchanges themselves.

International capital markets: competition, opportunities, and
purpose

Description: The reason why companies and investors as well as
stock exchanges continue to be the leader in international
companies is not to be underestimated. The trust of the public
remains their main asset. They constantly compete with each other
and develop opportunities that improve the quality of
international capital markets.

Module 5 International capital markets have a vast universe of opportunities
that makes their basic role as are regulated trading venue less
relevant. However, their self-regulatory duties, their listing
activities and their IT developments make them robust and open
to new international opportunities.

We shouldn’t limit our analysis and should look at the role of
international capital markets for a larger purpose: the importance
for society as well as the challenge they represent for the search of

equality and sustainability.

Required Readings
The Global Financial Crisis. Reserve Bank of Australia.

(https://www.rba.gov.au/education/resources/explainers/the-global-financial-
crisis.html)

Internationalization of the Capital Markets: The Experience of the US.
Securities and Exchange Commission, Charles C. Cox, Security and Exchange
Commision.

The Rise (and Possible Fall) of SPACs, BNY Mellon.
(https://www.bnymellonwealth.com/articles/strategy/the-rise-and-possible-fa
lI-of-spacs.jsp)

The Consolidation of European Stock Exchanges, James McAndrews and Chris
Stefanadis, Federal Reserve Bank of New York, June 2002 Vol. 8, No. 6.

Energy Investing: Exploring Risk and Return in the Capital Markets, The
International Energy Agency and the Centre for Climate Finance & Investment
Report.

Suggested list of the topics for the final project
1. the Great Financial Crisis of 2008
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2. SPAC Market
3. US exchanges

4. European Exchanges, the City of London, and Brexit




	金融市场与法律监管的机遇与挑战

