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The article is devoted to studying problems associated with the development and integration of the securities
market in the countries of the Eurasian Economic Union. The article examines the present state, possibilities
and problems pertaining to the development of the securities market and, in particular, the regulated market.
The development and integration of the securities market is an important factor affecting the potential for
economic development and sustainable economic growth in the countries of the Eurasian Economic Union. The
subject of this study is the development and integration problems affecting the securities market in the countries
of the Eurasian Economic Union.

The securities market in the countries of the FEurasian Economic Union has sufficient integration
opportunities. Potential exists in all segments of the securities market, but more opportunities exist in the debt
securities market. The deepening of the integration processes in the securities market of the countries of the
Eurasian Economic Union could have a positive impact on increasing the investment opportunities of the
economies of these countries. This, in turn, can have a positive impact on the growth of the gross domestic
product, reducing unemployment and improving the social status of the population. However, the creation of a
single or integrated exchange market should be accompanied by the integration of depository processes as well as
the settlement and clearing systems, and the synchronizing of the regulatory and legal framework governing the
securities market. Particular attention is required to study the problems associated with fixing and transferring
property rights to the securities and protecting the interests of investors. The integration processes of depository,
settlement and clearing systems may include the introduction of a nominee holder for central depositories and
the establishment of correspondent relations between the central depositories of the securities of the countries of
the Eurasian Economic Union. For the development of integration processes both in the regulated market and
between depository, settlement and clearing systems, the most important prerequisite is synchronization and, in
the future, will be the unification of the regulatory and legal framework governing the securities market.
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The development of the securities market is an important factor affecting the
potential for economic development and sustainable economic growth in the EAEU
countries. After the collapse of the Soviet Union and the transition to a market econ-
omy in the post-Soviet space, disparate financial markets were formed. This dispar-
ity is especially evident in the securities market. The problems of the disparity of the
securities market are also exacerbated by the presence of significant differences in the
regulation of the securities market among countries in the region, the principles of
building a depository, settlement and clearing systems, as well as fixing and transferring
proprietary rights and other property rights to the securities.

A rather large number of studies have been devoted to the analysis of the problems
affecting the development of the securities market in the EAEU countries over the past
twenty-five years. In most studies, the problems associated with the development of the
securities markets are addressed by individual countries within the EAEU. Some stud-
ies help address the development of individual segments or functions of the securities
market.

The investment functions of the securities market have been studied in detail. They
address the peculiarities and problems facing the financing of investments through se-
curities market instruments [Salnazaryan, 2003; Karev, 2012; Semernina, 2012], the
development trends of individual and institutional investment in the securities market
[Korneev, 2007; Statsenko, 2012], issues related to the issuance and placement of se-
curities [Glushetsky, 2012; Gevorgyan, 2013], organizational and methodological is-
sues surrounding the securitization process and its role in financing investment projects
[ Tereshchenko, 2011; Pavelieva, 2013], as well as problems of increasing the effective-
ness of corporate governance [Margaryan, 2013]. Issues concerning the formation and
development of trading, depository and settlement systems in the securities market
[Mirkin, 1995; Zakharov et al, 2002; Puchkov, 2003], as well as questions about the
modernization of the securities market’s infrastructure [Shalisco, 2013] were studied
intensively. The problems affecting the formation of the securities market in post-so-
cialist countries [Kozlov, 2002], and problems stemming from crises on the securities
market [Stanik, 2013] are considered. The problems associated with the development
of the securities market were mainly considered in the context of accelerating economic
growth [Mirkin, 2002; Dementyev, 2009; Bessarabova, 2013], as well as from the point
of view of the development of certain segments of the securities market [Kiselev, 2010],
regional markets [ Miller, 2013] or market development in foreign countries [ Kudinova,
2005; Vakhrushin, 2009]. The problems associated with the regulation of the securities
market were considered mainly in the context of the regulation of the entire financial
system [Tsarikhin, 2008; Fabozzi et al., 2009; Bolonin, 2010; Rzhevskaya, 2012], as
well as from the point of view of self-regulation mechanisms in financial markets [Ilyin,
2012] and the regulation of the services of professional securities market entities [Vilk-
ova, 2007; Gorlovskaya, 2010]. In recent years, intense research has been carried out
in the field of development of integration processes in the securities market [ Rubtsov,
2000; Fedorova, 2011], particularly from the point of view of formation of the Com-
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mon Economic Space of the Russian Federation, Belarus and Kazakhstan [Ilyas, 2012;
Niyazbekova, 2014].

However, the study of the problems affecting the development and integration of
the securities market cannot be limited to the study of only one or several market seg-
ments. It is also important to study the problems associated with development and the
integration of settlement, clearing and depository systems in comparison with problems
related to development and integration in the exchange market. In light of the possibili-
ties associated with creating a common economic space, a comprehensive study of the
prospects for the integration of the securities market of the EAEU countries becomes
particularly important.

The purpose of this study is to develop recommendations for the development and
integration of the stock markets of the EAEU countries. Based on the research objec-
tives, the article examines the present state and peculiarities of the development of the
securities market in the EAEU countries, as well as the opportunities and prospects for
the integration of the securities market in the EAEU countries.

After the collapse of the USSR, the development and integration of the securi-
ties market in the post-Soviet space was primarily attempted at the national level. This
stage, in most of the EAEU countries, can be considered already completed. Thus,
if at the end of the last millennium there were four stock exchanges on the territory
of the Republic of Armenia, at present there is only one stock exchange — NASDAQ
OMX Armenia.? Integration processes were also initiated in the field of depository and
settlement-clearing systems. Currently, the introduction of a single depositary and set-
tlement and clearing system is in its final stage, which is also the structural division
of NASDAQ OMX [Baghdasaryan, 2013, pp. 167—177]. Similar trends have been ob-
served in the Russian market. Thus, at the end of 2011 there was the merger of two
main trading systems in the Russian securities market — RTS and MICEX®. As a re-
sult of the merger, the Moscow Exchange was formed — the largest securities market
trading system in the post-Soviet space. Integration processes also took place in the
sphere of depository, settlement and clearing systems operating on the territory of the
Russian Federation. As part of the Moscow Exchange group, a company was formed
that provides all types of depository and settlement services on the securities market.
This company — the National Settlement Depository, was given the status of a central
depository in 2012.* In accordance with the legislation of the Russian Federation, the
status of a central depository can be assigned to only one legal entity. Thus, both in the
Republic of Armenia and in the Russian Federation, integrated trading, depositary and
settlement-clearing systems have been formed in the securities market [Baghdasaryan,
2012, p. 10]. Similar trends have been observed in other EAEU countries.

The processes leading to the further integration of the securities market are related
to the integration of national trading, depository, settlement and clearing systems op-
erating in different countries. Such integration processes can include the creation and
strengthening of links between national systems, the synchronization of the regulatory

2 NASDAQ OMX Armenia. Available at: http://www.nasdagomx.am.
3 Moscow Exchange (MICEX-RTS). Available at: http://www.moex.com.
4 National Settlement Depository. Available at: http://www.nsd.ru.
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framework, regulating the securities market, and the formation of supranational sys-
tems. In the sphere of international integration, different countries in the post-Soviet
space began to adhere to different priorities. In the Baltic region, for example, the in-
tegration processes were mainly aimed at synchronizing national legislation with the
legislation of the European Union. In these countries, both regulated securities market
operators and settlement system operators (central securities depositories) are part of
the Nasdaq group [Baghdasaryan, 2013, p. 189]. A unified trading system has been
established in the Baltic region. The central depositories of securities of Lithuania, Lat-
via and Estonia have links between themselves, through which ownership and other
property rights are recorded; these also perform the function of a settlement system.
There is also the integration of the Nasdaq Baltic securities market with other Nasdaq
markets, particularly with the Nordic market. Correspondent relations with depository,
settlement and clearing systems operating in the territory of the European Union, such
as Clearstream or Euroclear, have been formed. International integration processes are
also deepening in the territory of the EEA countries. Significant integration opportuni-
ties exist in the securities market of the Russian Federation, Belarus and Kazakhstan.

One of the aspects of the integration processes of the securities market occurring
within the EAEU is the unification of stock exchanges, as well as depository, settle-
ment and clearing systems, through the acquisition of participation (shares) and (or)
reorganization. In this vein, integration processes take place on the exchange market of
the Moscow Exchange.

Another goal of the integration processes of the securities market within the EAEU
countries is to develop cooperation between the operators of the aforementioned ex-
changes and related depository, settlement and clearing systems. This aspect of the in-
tegration processes is observed in the relations between the Moscow Exchange, the
Belarusian Currency and Stock Exchange and the Kazakhstan Stock Exchange.’, ¢, 7

Especially important is the development of integration processes between the Rus-
sian and Armenian stock markets. The importance of such integration is due to the
fact that on the one hand, the main securities exchange operating on the territory of
the Russian Federation, the Moscow Exchange, is the initiator of integration processes
with securities exchanges operating on the territory of the Republic of Belarus and the
Republic of Kazakhstan, the Belarusian Currency and Stock Exchange and the Ka-
zakhstan Stock Exchange; while on the other hand, the only stock exchange operating
on the territory of the Republic of Armenia, NASDAQ OMX Armenia, is already tied
to one of the leading operators of exchange market, depository, settlement and clearing
systems in the world; one it shares with the three Baltic countries — the Nasdaq group
[Baghdasaryan, 2013, p. 189]. Thus, the development of such integration processes can
become the starting point for the development of integration processes between the
systems operating in the territory of the European Union and the Eurasian Economic
Union. However, the creation of unified and integrated systems in the exchange mar-
ket also implies the integration of depository, settlement and clearing systems, as well

5 Belarusian Currency and Stock Exchange. Available at: http://www.bcse.by.
¢ Kazakhstan Stock Exchange. Available at: http://www.kase kz.
7 Moscow Exchange (MICEX-RTS). Available at: http://www.moex.com.
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as the synchronization of the regulatory and legal framework governing the securities
market. In particular, special attention needs to be given to the study of problems re-
lated to fixing and transferring property rights to securities and protecting the interests
of investors.

In order to disclose the integration opportunities of the securities market, it is also
important to study the basic indicators of the exchange market, taking into account the
peculiarities of the development of the securities market in the territory of the EAEU.
We’ve selected the number of issuers whose shares are admitted to trading on the ex-
change market, the market capitalization of shares admitted to trading on the exchange
market, the volume of trading in shares and debt securities, as well as the volume of
trade in currency and credit resources on the exchange market.

The number of issuers whose shares are admitted to trading on the exchange mar-
ket in the EAEU countries is shown in Table 1.

Table 1. The number of issuers whose shares are admitted to trading on the exchange market in the
EAEU countries, 2011-2015

Number of issuers whose shares are admitted to trading on the exchange
Country market

2011 2012 2013 2014 2015
Armenia 1 11 1 11 10
Belarus 2,335 2,359 67 67 62
Kazakhstan 71 81 80 77 85
Kyrgyzstan 13 18 20 21 23
Russian Federation 341 271 284 281 254

Source: compiled by the authors on the basis of exchange statistics of the countries of the
EAEUS*- 10

Table 1 shows that the Russian Federation is in first place among the countries of
the EAEU in terms of the number of companies listing shares on the local exchange
market. In 2015, the shares of 254 issuers were traded via Russia’s Moscow Exchange.
The Republic of Kazakhstan and the Republic of Belarus are in second and third place
among the EAEU countries in terms of the number of issuers whose shares are traded
on the local exchange market. The number of listed shares in these countries, however,
is much less than in the Russian Federation. In 2015, the shares of 85 and 62 issuers
were listed, respectively, in the Republic of Kazakhstan and the Republic of Belarus.
The smallest number of issuers whose shares are traded on the local exchange market
are registered in the Kyrgyz Republic and the Republic of Armenia — 23 and 10, re-
spectively.

8 Bulletins of stock exchange statistics: 2006—2014, International Association of Exchanges of the CIS
Countries. Available at: http://mab.micex.ru.

% Directories of stock exchanges and depositaries — members of the IAE CIS. 2006—2015, International
Association of Exchanges of the CIS Countries. Available at: http://mab.micex.ru.

10 FEAS Books: 2009—2015, Federation of Euro-Asian Stock Exchanges. Available at: http://www.feas.org.
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The market capitalization of shares traded on the local exchange markets in the
EAEU countries is presented in Table 2.

Table 2. Exchange capitalization of the stock market in EAEU countries, 2011—-2015

Country Exchange capitalization of the stock market, billion US dollars
2011 2012 2013 2014 2015
Armenia 0.1 0.1 0.2 0.2 0.2
Belarus 1.1 0.4 3.7 0.6 0.5
Kazakhstan 22.6 23.5 26.3 23.0 34.9
Kyrgyzstan 0.2 0.2 0.2 0.2 0.2
Russian Federation 771.2 827.3 776.3 409.2 393.2

Source: compiled by the authors on the basis of exchange statistics of the countries of the
EAEU]I, 12,13

As can be seen from Table 2, the Russian Federation is in first place among the
EAEU countries in terms of stock market capitalization. In the Russian Federation,
stock market capitalization amounted to 393.2 billion US dollars in 2015. Second place
in terms of stock market capitalization is held by the Republic of Kazakhstan. In the
other EAEU countries, stock market capitalization is significantly less than in the Rus-
sian Federation or the Republic of Kazakhstan. Exchange capitalization of the equity
market in 2015 in the Republic of Kazakhstan was 34.9 billion US dollars, in the Re-
public of Belarus it was 0.5 billion US dollars, and in the Republic of Armenia and the
Kyrgyz Republic it was 0.2 billion US dollars.

The significant difference between the number of issuers whose shares are admit-
ted to trading on the exchange market and the stock market capitalization in the EAEU
countries is due to the specifics of regulation of the securities market and the volume
of the economy in the respective EAEU countries. Thus, if the Russian Federation has
25 times as many issuers as Armenia whose shares are listed on the country’s exchange
market, then its volume of exchange capitalization totals almost 2,000 times.

Volumes of stock trading on the exchange market in the EAEC countries are pre-
sented in Table 3.

Table 3 shows that the Russian Federation is first among the EAEU countries in
terms of equity market trading volume. In the Russian Federation, equity trading vol-
ume amounted to about 139.2 billion US dollars in 2015. The Republic of Kazakhstan
demonstrated the second highest volume of equity market trading. In the rest of the
EAEU countries, the volume of equity market trading is significantly less than in the
Russian Federation and the Republic of Kazakhstan. The volume of equity market trad-
ing in 2015 in the Republic of Kazakhstan amounted to almost 4 billion dollars, whereas

' Bulletins of stock exchange statistics: 2006—2014, International Association of Exchanges of the CIS
Countries. Available at: http://mab.micex.ru.

12 Directories of stock exchanges and depositaries — members of the IAE CIS. 2006—2015, International
Association of Exchanges of the CIS Countries. Available at: http://mab.micex.ru.

13 FEAS Books: 2009 — 2015, Federation of Euro-Asian Stock Exchanges. Available at: http://www.feas.org.
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in the Republic of Armenia this figure was 9.1 million dollars; in the Republic of Belarus

it was 8.3 million dollars and in the Kyrgyz Republic it was 17.5 million dollars.

Table 3. The volume of stock trading on the exchange market in the EAEU countries, 2011-2015

Country Volume of trade in shares, mln. USD
2011 2012 2013 2014 2015
Armenia 0.5 1.0 3.7 60.6 9.1
Belarus 50.4 90.0 57.3 46.6 8.3
Kazakhstan 1,089.2 1,377.6 783.6 961.1 3,956.2
Kyrgyzstan 28.0 22.5 24.7 21.6 17.5
Russian Federation 554,067.3 372,619.7 266,894.9 263,180.9 139,167.2

Source: compiled by the authors on the basis of exchange statistics of the countries of the
EAEU 15.16

The volumes of trade in debt securities on the exchange market in the EAEU
countries are presented in Table 4.

As Table 4 illustrates, the Russian Federation holds first place among the EAEU
countries in terms of the volume of trade in debt securities on the exchange market. In
the Russian Federation, the volume of debt market trading in 2015 amounted to about
116.6 billion US dollars. The Republic of Kazakhstan and the Republic of Belarus wit-
nessed the second and third largest annual volumes of debt market trading in that year
(4.9 and 4.5 billion US dollars, respectively). The volume of debt market trading is
significantly less in the Republic of Armenia (29.8 million US dollars). The smallest
amount of market trading in debt securities was in the Kyrgyz Republic (5.1 million US
dollars).

The disproportionate development of the securities market and, especially, the
stock market in the EAEU countries is due to various factors, both objective and sub-
jective in nature. The objective factors include the differences in the size of the coun-
tries’ respective economies and the market volumes in the different countries of the
EAEU. These differences, in turn, affect a number of other differences, such as differ-
ences in market competition, market liquidity and pricing in the market. In addition,
there are a number of factors of a subjective nature that affect the securities market,
primarily the stock market. Such factors include differences in the culture of corporate
governance and public administration, the degree of protection of investors’ rights and
interests and the stability of the political situation in the country.

One of the main prerequisites for the development of integration processes in the
market is the “existence” of this market. The stock market in some EAEU countries

14 Bulletins of stock exchange statistics: 2006—2014, International Association of Exchanges of the CIS
Countries. Available at: http://mab.micex.ru.

15 Directories of stock exchanges and depositaries — members of the IAE CIS. 2006—2015, International
Association of Exchanges of the CIS Countries. Available at: http://mab.micex.ru.

16 FEAS Books: 2009—2015, Federation of Euro-Asian Stock Exchanges. Available at: http://www.feas.org.
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Table 4. The volume of trade in debt securities on the exchange market in the EAEU countries,

2011-2015
Country Volume of trade in debt securities, min. USD
2011 2012 2013 2014 2015

Armenia 15.7 11.4 443 82.7 29.8
Belarus 2,280.5 4,707.5 3,928.4 5,541.7 4,520.1
Kazakhstan 9,762.5 3,712.9 4,044.9 8,421.8 4,910.2
Kyrgyzstan 1.3 2.1 5.4 5.3 5.1
Russian Federation 1,627,303.9 2,246,430.0 396,993.3 225,841.2 116,564.7

Source: compiled by the authors on the basis of exchange statistics of the countries of the
EAEUY 18,19

is almost non-existent, there are no liquid market instruments, there are no pricing
mechanisms, there is no quotation, there is no interest in the market among potential
issuers and investors, and there are no effective mechanisms for protecting the rights
and interests of sharcholders. From the data shown in Tables 3—4, it can be seen that
the debt securities market, unlike the equity market, is developed to a certain extent in
almost all EAEU countries. This circumstance indicates that the integration opportu-
nities of the debt securities market are largely higher than the integration opportunities
of the stock market. In addition, the development of integration processes in the debt
securities market is less dependent on the differences in the culture of corporate gov-
ernance. Therefore, special attention should be given to the development of integration
processes in this market. To identify the integration opportunities of certain segments
of the debt securities market, it is important to study the indicators of the volume of
trade in corporate debt securities and government securities. The market for govern-
ment securities is the most promising segment of the market from the point of view of
the development of integration processes. This is due to the fact that sovereign debt is
among the most reliable financial instruments in the EAEU countries. Equally im-
portant is the fact that EAEU countries have similar principles with respect to public
administration and the servicing of public debt.

The volume of trade in corporate debt securities on the exchange market in the
EAEU countries is presented in Table 5.

Table 5 shows that the Russian Federation occupies the first place among the
EAEU countries by the volume of trade in corporate debt securities on the exchange
market. The volume of trade in corporate debt securities on the exchange market in
2015 amounted to about 60.7 billion US dollars in the Russian Federation. Second
and third places in terms of the volume of exchange-based corporate debt trading were
held by Kazakhstan and Belarus (3.5 and 2 billion dollars, respectively). The volume of

I7 Bulletins of stock exchange statistics: 2006—2014. International Association of Exchanges of the CIS
Countries, Available at: http://mab.micex.ru.

18 Directories of stock exchanges and depositaries — members of the IAE CIS. 2006—2015. International
Association of Exchanges of the CIS Countries. Available at: http://mab.micex.ru.

Y FEAS Books: 2009—2015. Federation of Euro-Asian Stock Exchanges. Available at: http://www.feas.org.
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exchange-based corporate debt trading in 2015 was significantly smaller in Kyrgyzstan
(5.1 million dollars). The smallest volume of debt securities trading on the exchange
market was recorded in Armenia (4.4 million dollars).

Table 5. The volume of trade in corporate debt securities on the exchange market
in the EEA countries, 2011—-2015

Country Volume of trade in corporate debt securities, min. USD
2011 2012 2013 2014 2015
Armenia 1.8 1.0 7.1 11.2 4.4
Belarus 1,150.8 1,138.6 1,930.4 2,392.7 2,020.1
Kazakhstan 2,010.8 2,165.3 2,789.9 2,708.8 3,532.8
Kyrgyzstan 1.3 2.1 5.4 5.3 5.1
Russian Federation 1,225,153.2 1,848,335.6 193,921.9 112,782.5 60,742.7

Source: compiled by the authors on the basis of exchange statistics of the countries of the
EAEUZO, 21,22

The volume of exchange-based sovereign debt trading in the EAEU countries is
presented in Table 6.

As can be seen from Table 6, the Russian Federation far outpaces its EAEU peers
in terms of the volume of sovereign debt traded locally on the exchange market. The
volume of sovereign debt traded on the national securities exchange in 2015 amounted
to about 54.3 billion US dollars. Belarus and Kazakhstan place second and third in
terms of the volume of trade in government securities on the exchange market (2.5 and
1.3 billion dollars, respectively). The volume of sovereign debt trading is significantly
smaller in Armenia (25.4 million dollars). In Kyrgyzstan, government securities are not
traded on the exchange market at all.

From the data shown in Tables 5 and 6, it can be seen that the corporate securities
market is the most developed in the Russian Federation and at its least developed in Ar-
menia and Kyrgyzstan. In Armenia, the majority of instruments traded in the securities
market are government securities. This is due to both the low level of corporate govern-
ance development and the structure of investors in the securities market. One of the
main groups of investors in the securities market are banks that require reliable, highly
liquid instruments with low credit risk for repo transactions with the Central Bank of
the Republic of Armenia. A similar situation is also observed in other countries of the
EAEU. However, in these countries, along with the development of the government se-
curities market, we can see also some development of the corporate securities market.
The development of integration processes in the securities market can help spread the
positive experience between the EAEU countries.

20 Bulletins of stock exchange statistics: 2006—2014, International Association of Exchanges of the CIS
Countries. Available at: http://mab.micex.ru.

2! Directories of stock exchanges and depositaries — members of the IAE CIS. 2006—2015, International
Association of Exchanges of the CIS Countries. Available at: http://mab.micex.ru.

2 FEAS Books: 2009—2015, Federation of Euro-Asian Stock Exchanges. Available at: http://www.feas.org.
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Table 6. The volume of exchange-based sovereign debt trading in the EAEU countries, 2011-2015

Country Volume of trade in government securities, min. USD
2011 2012 2013 2014 2015
Armenia 13.9 10.4 37.2 71.5 25.4
Belarus 1,129.7 3,516.0 1,918.8 3,141.2 2,500.0
Kazakhstan 7,751.7 1,547.6 1,255.0 5,711.1 126.4
Kyrgyzstan 0 0 0 0 0
Russian Federation 402,149.8 398,094.7 188,611.1 103,233.8 54,272.9

Source: compiled by the authors on the basis of exchange statistics of the countries of the
EAEUZS. 24,25

The volume of foreign currency trading on the exchange market in the EAEU
countries is presented in Table 7.

Table 7. The volume of foreign currency trading on the exchange market in the EAEU countries,

2011-2015
Country Foreign currency trading volume, min. USD
2011 2012 2013 2014 2015

Armenia 760.4 753.7 714.5 744.5 313.7
Belarus 17,002.5 30,047.8 31,771.3 30,044.3 30,012.1
Kazakhstan 106,179.9 96,063.7 120,583.0 188,295.8 190,034.1
Kyrgyzstan 0 0 0 0 0
Russian Federation 2,938,156.7 3,760,597.0 4,878,451.6 5,979,928.8 5,980,024.1

Source: compiled by the authors on the basis of exchange statistics of the countries of the
EAEU26, 27,28

Table 7 shows that the Russian Federation holds first place among the EAEU
countries in terms of foreign currency trading on its local exchange market. The volume
of foreign currency trading on Russia’s exchange market in 2015 amounted to about 6
trillion US dollars. Kazakhstan holds second place in terms of the volume of foreign
currency trading on its exchange market; in 2015 it amounted to 190 billion USD. In
the rest of the EAEU countries, the volume of foreign currency trading on the local
exchange market is significantly less than in the Russian Federation and the Republic

2 Bulletins of stock exchange statistics: 2006—2014, International Association of Exchanges of the CIS
Countries. Available at: http://mab.micex.ru.

24 Directories of stock exchanges and depositaries — members of the IAE CIS. 2006—2015, International
Association of Exchanges of the CIS Countries. Available at: http://mab.micex.ru.

2 FEAS Books: 2009—2015, Federation of Euro-Asian Stock Exchanges. Available at: http://www.feas.org.

26 Bulletins of stock exchange statistics: 2006—2014, International Association of Exchanges of the CIS
Countries. Available at: http://mab.micex.ru.

7 Directories of stock exchanges and depositaries — members of the IAE CIS. 2006—2015, International
Association of Exchanges of the CIS Countries. Available at: http://mab.micex.ru.

2 FEAS Books: 2009—2015, Federation of Euro-Asian Stock Exchanges. Available at: http://www.feas.org.
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of Kazakhstan. The volume of foreign currency trading on the exchange market in 2015
in the Republic of Belarus totaled 30 billion US, and in the Republic of Armenia this
figure was only 313.7 million USD. Foreign currency trading is not conducted at all on
the local exchange market in Kyrgyzstan.

The volume of trade in credit resources on the exchange market in the EAEU
countries is presented in Table §.

— As can be seen from Table 8, trade in credit resources on the exchange market
in the EAEU countries has been conducted only in the Russian Federation and the
Republic of Armenia. However, the volume of trade in credit resources in these coun-
tries is not remotely comparable. In 2015, the volume of trade in credit resources on
the exchange market amounted to about 559 billion US dollars in the Russian Federa-
tion, while in the Republic of Armenia this figure was only to 92 million US dollars. It
should also be noted that as a result of changes in the terms of trade in credit resources
on the exchange market in the Republic of Armenia, trade in credit resources has not
actually been conducted since September 2015.

Table 8. The volume of trade in credit resources on the exchange market in the EAEU countries,

20112015
Country Volume of trade in credit resources, min. USD
2011 2012 2013 2014 2015

Armenia 7,087.7 15,084.3 16,444.1 657.1 92.1
Belarus 0 0 0 0 0
Kazakhstan 0 0 0 0 0
Kyrgyzstan 0 0 0 0 0
Russian Federation 339,180.5 349,846.6 478,106.2 558,646.1 559,100.3

Source: compiled by the authors on the basis of exchange statistics of the countries of the
EAEU29, 30, 31

From the data presented above, it can be seen that the development of the ex-
change market in a particular region largely depends on the size of the market and the
extent of integration in the market. Thus, the Russian Federation, which has the largest
and most sufficiently integrated exchange market among the EAEU countries, is the
leader in all key indicators. From the point of view of the development of small mar-
kets, such as the Armenian securities market, integration with other domestic markets,
for example, with the foreign exchange market and the market for credit resources, is
of great importance. Such integration can yield a synergistic effect. In countries with
small markets, the creation of integrated systems increases the efficiency of their activi-
ties, which, in turn, allows stock exchanges to invest additional funds in the develop-
ment of trading, depository, clearing and settlement systems. The creation of integrated

» Bulletins of stock exchange statistics: 2006—2014, International Association of Exchanges of the CIS
Countries. Available at: http://mab.micex.ru.

% Directories of stock exchanges and depositaries — members of the IAE CIS. 2006—2015, International
Association of Exchanges of the CIS Countries. Available at: http://mab.micex.ru.

3 FEAS Books: 2009—2015, Federation of Euro-Asian Stock Exchanges. Available at: http://www.feas.org.
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financial market systems allows for the creation of new financial products, increasing
competition in the market and creating new investment opportunities. As a result, inte-
gration can lead to faster growth in the total volume of integrated markets compared to
the growth of the total volume of individual markets. However, the integration capabili-
ties of domestic markets are limited. At the current stage of market development, the
process of integration with external markets is also of high importance. Integration of
the exchange market in the EAEU countries can occur in almost all market segments.
Integration opportunities exist both in the primary market and in the secondary mar-
ket, both in the government and corporate securities markets.

Integration processes in the primary market can include the creation of integrated
platforms for the initial placement of securities, access to which may be available to
professional participants in the securities market of other countries of the EAEU. Ad-
ditionally, it can include the creation of mechanisms for redirecting the applications of
professional participants in the securities market of one country to professional market
participants in the securities market of another country, and to their nation’s local ex-
change market. In the first case, much more changes will be needed in national laws
and other regulations governing the securities market. In the second case, the transac-
tion costs associated with the execution of applications will increase. The introduc-
tion of integrated systems and mechanisms for redirecting applications in the primary
market of government securities will provide an opportunity to ensure stable financing
of the budget deficit with a parallel reduction in the costs of servicing the public debt.
Despite the similarity and interconnectedness of the economies of the countries of the
post-Soviet space, the economies of the EAEU countries have significant differences
that lead to time lags (or even shifts) in economic cycles, the need for budget expen-
ditures and changes in the size of budget revenues and budget deficits. Differences are
mainly related to the structure of the economies of individual countries, as well as for-
eign economic relations. From the point of view of the dependence of the country’s
economy on energy prices, the countries of the EAEU may be divided into two groups:
in Russia and Kazakhstan, revenues from energy carriers constitute a significant share
of GDP, whereas in Armenia, Belarus and Kyrgyzstan, energy carriers do not play a
significant role in the formation of the state budget. From the point of view of foreign
economic relations, the countries of the EAEU can be divided into countries more in-
tegrated with (and dependent on) European markets (Armenia, Belarus) and countries
more integrated with (and dependent on) Asian markets (the Russian Federation and
Kazakhstan); these in turn also affects their exposure to different risks. Given the exist-
ence of such economic lags (shifts), the integration of the government securities market
in the EAEU countries can help to increase the diversification of sources of financing
the budget deficit, which in turn can contribute to ensuring the stability of budget defi-
cit financing and the reduction of public debt servicing costs.

The introduction of integrated systems and mechanisms for redirecting applica-
tions in the primary market for corporate securities can increase the investment oppor-
tunities of the market, the mobility of capital and also the role of the securities market
in financing investment projects.
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Integration processes in the secondary market can also include the creation of
integrated trading platforms, access to which can be granted to the professional par-
ticipants in the securities market from other countries of the EAEU and the creation
of mechanisms for redirecting applications. The introduction of integrated systems and
mechanisms for redirecting applications in the secondary securities market can help
increase the liquidity of the securities market, increase competition and create a market
value for securities.

Conclusions

The conducted studies show that the securities market in the EAEU countries has suf-
ficient integration capabilities. As the above data show, the potential exists in all seg-
ments of the securities market, but more opportunities exist in the debt securities mar-
ket. This is due to the fact that this segment of the market, unlike the equity market,
is to some extent developed in almost all the countries of the EAEU. Deepening the
integration processes in the securities market of the EAEU countries can have a posi-
tive impact on increasing the investment opportunities of the economy of the EAEU
countries, which in turn can have a positive impact on GDP growth, reducing unem-
ployment and improving the social status of the population. However, the creation of a
single or integrated exchange market should be accompanied by the integration of the
member states’ depository, settlement and clearing systems and the synchronization of
the regulatory and legal framework governing the securities market. Particular attention
is required to study the problems associated with fixing and transferring property rights
to the securities and protecting the interests of investors. Integrating the countries’ de-
pository, settlement and clearing systems may include the introduction of a nominal
holding institution for central securities depositories and the establishment of corre-
spondent relations between the central securities depositories in the EAEU countries.
Thanks to the establishment of correspondent relations between the central securities
depositories, it will be possible to ensure the recording and transfer of proprietary rights
and other property rights to the securities, and to ensure the maximum protection of
the interests of investors. For the development of integration processes both on the
exchange market and between depository, settlement and clearing systems, the most
important prerequisite is synchronization and, in the future, unification of the regula-
tory and legal framework governing the securities market. The main problems are con-
nected with the fact that after the collapse of the Soviet Union, the development of the
regulatory and legal framework in the territory of the former union republics took place
in different ways. In this context, it is important to synchronize the regulatory frame-
work governing the Russian and Armenian securities markets, despite the differences in
the volumes of these markets. The importance of this process is conditioned by the fact
that the regulatory framework governing the securities market of the Republic of Arme-
nia is most synchronized with the legislation of the countries of the European Union
and, in particular, with the regulatory and legal framework of the countries of the Baltic
region. The creation of a synchronized regulatory and legal framework regulating the

103



INTERNATIONAL ORGANISATIONS RESEARCH JOURNAL. Vol. 12. No 4 (2017)

securities market can lay the foundation for the formation of a single integrated Eura-
sian securities market.
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