WORLD

ECONOMIC
FORUM

5132'15 12,30 % 113 5> T
7!73 B 80 Dj{‘.‘ OF THE WORI.D

The Financial
Development Rep




The Financial Development Report 2008 © 2008 World Economic Forum



World Economic Forum World Economic Forum USA Inc.
Geneva, Switzerland New York, USA

The Financial Development
Report 2008

WORLD
ECONOMIC
FORUM

COMMITTED TO
IMPROVING THE STATE
OF THE WORLD

The Financial Development Report 2008 © 2008 World Economic Forum



The terms country and nation as used in this
report do not in all cases refer to a territorial
entity that is a state as understood by inter-
national law and practice. The terms cover
well-defined, geographically self-contained
economic areas that may not be states but
for which statistical data are maintained on a
separate and independent basis.

World Economic Forum USA Inc.

Copyright © 2008
by the World Economic Forum USA Inc.

All rights reserved. No part of this publication
may be reproduced, stored in a retrieval sys-
tem, or transmitted, in any form or by any
means, electronic, mechanical, photocopying,
or otherwise without the prior permission or
the World Economic Forum.

ISBN-13: 978-92-95044-08-1
ISBN-10: 92-95044-08-8

This book is printed on paper suitable for
recycling and made from fully managed and
sustained forest sources.

A catalogue record for this book is available
from the British Library.

A catalogue record for this book is available
from the Library of Congress.

The Financial Development Report 2008 © 2008 World Economic Forum



Contents

Contributors v
Academic Advisors vii
Preface ix
by Klaus Schwab

Foreword Xi
by Kevin Steinberg

Financial Development Index Rankings Xv
Part 1: Findings from the Financial 1
Development Index

1.1 The Financial Development Index: 3
Assessing the World's Financial Systems

by Nouriel Roubini and James Bilodeau

1.2 Finance, Growth, and the Poor 27
by Ross Levine

1.3 Financial Crises, Financial Stability, and Reform: 33

Supervision and Regulation of Financial Systems in
a World of Financial Globalization
by Nouriel Roubini

Part 2: Country/Economy Profiles 47

How to Read the Country/Economy Profiles
List of CountrieS/ECONOMIES .......coviiiiiiiiiicee e

Country/Economy Profiles..........cccooiiiiiiiiiiiiiie

Part 3: Data Tables 261
How to Read the Data Tables ..........ccoccoiiiiiiiiiiii 263
List of Data TablesS..........cooviiieiiiieeeee e 265
Data Tables .. ..oiiiiiiiieic e 267
Technical Notes and Sources 331
About the Authors 339
Partner Institutes m

The Financial Development Report 2008 © 2008 World Economic Forum



The Financial Development Report 2008 © 2008 World Economic Forum



Contributors

LEAD ACADEMIC

Nouriel Roubini

Professor of Economics and International Business,
New York University and Chairman, RGE Monitor

EDITOR

James Bilodeau

Project Manager and Global Leadership Fellow,
World Economic Forum USA

ECONOMIST
Thierry Geiger
Economist and Global Leadership Fellow, World Economic Forum

PROJECT TEAM
Ayah El Said
Economist, RGE Monitor

Samantha Test
Project Manager, World Economic Forum USA (on secondment
from McKinsey & Co.)

Charles Martorana
Associate, World Economic Forum USA

Steven Strauss
Senior Advisor, World Economic Forum USA

PROJECT ADVISOR
Irene Mia
Director and Senior Economist, World Economic Forum

CONTRIBUTOR

Ross Levine

James and Merryl Tisch Professor of Economics and Director,
William R. Rhodes Center for International Economics
Brown University

ADVISORY COMMITTEE*
Jacob Frenkel
Vice-Chairman, American International Group, Inc.

Lord Peter Levene
Chairman, Lloyd's

Hans-Joerg Rudloff
Chairman, Barclays Capital

Peter Sands
Group Chief Executive, Standard Chartered Bank

OPERATING COMMITTEE*
Michael Drexler
Head of Strategy and Planning, Barclays Capital

Darragh Gray
Senior Manager, Lloyd's

Oakley Johnson
Senior Vice President, American International Group, Inc.

Gerard Lyons
Chief Economist, Standard Chartered Bank

Hans-Joerg Rudloff
Chairman, Barclays Capital

We would like to thank Dealogic and Thomson Reuters for their
generous contribution of data for this Report.

FROM THE WORLD ECONOMIC FORUM

Financial Institutions Team

Kevin Steinberg, Chief Operating Officer and Head of the Centre
for Global Industries (New York), World Economic Forum USA

Max von Bismarck, Director and Head of Investors Industry

Giancarlo Bruno, Director and Head of Financial Services Industry

Anuradha Gurung, Associate Director

Gareth Shepherd, Associate Director

Bernd Jan Sikken Associate Director

Bryan Stone, Associate Director

Kerry Wellman Jaggi, Senior Community Manager

Trudy Di Pippo, Community Manager

Lisa Donegan, Community Manager

Nadia Guillot, Senior Coordinator

Michal Richardson, Coordinator

Takae Ishizuka, Coordinator

Global Competitiveness Network

Fiona Paua, Senior Director and Head of Strategic Insight Teams
Jennifer Blanke, Director and Senior Economist

Margareta Drzeniek Hanouz, Director and Senior Economist
Ciara Browne, Senior Community Manager

Agustina Ciocia, Community Manager

Pearl Samandari, Research Assistant

Eva Trujillo Herrera, Research Assistant

We thank Hope Steele and Dianna Rienstra for their superb editing

work and Ha Nguyen for her excellent graphic design and layout.

*The Forum is grateful for the support of the Industry Partners who served on the Advisory and Operating Committees. Any findings contained

in the Report are solely the views of the Report’s authors and do not reflect the opinions of the Advisory or Operating Committee members.

The Financial Development Report 2008 © 2008 World Economic Forum

Contributors




The Financial Development Report 2008 © 2008 World Economic Forum



Academic Advisors

Martin Baily
Brookings Institution

Mario Blejer
Banco Hipotecario

Richard Cooper
Harvard University

Howard Davies

London School of Economics
Eric Feijen

The World Bank

Linda Goldberg
Federal Reserve Bank of New York

Ricardo Hausmann
Harvard University

Subir Lall
International Monetary Fund

Ross Levine
Brown University

Ashoka Mody
International Monetary Fund

Adam Posen
Peterson Institute for International Economics

Howard Shatz
Rand Corporation

Sergio Schmukler
The World Bank

Harold Skipper
Georgia State University

Augusto de la Torre
The World Bank

Edwin M. Truman
Peterson Institute for International Economics

John Williamson
Peterson Institute for International Economics

The Financial Development Report 2008 © 2008 World Economic Forum

Academic Advisors

vii




The Financial Development Report 2008 © 2008 World Economic Forum



Preface

KLAUS SCHWAB,

Executive Chairman, World Economic Forum

The release of the World Economic Forum’s inaugural
Financial Development Report 2008, comes at a time
when financial stability is of paramount importance to
governments, civil society, and the business community
alike. The United States financial markets, long-revered
as among the strongest and most advanced in the world,
have witnessed a dramatic contraction of credit and an
atrophying of the housing and secondary mortgage mar-
kets that few thought possible. Other developed nations
are questioning the degree to which financial integration
and innovation have brought exposure to this unabated
financial crisis. Emerging markets such as China and
India that have been primary drivers of global economic
growth in the new millennium have yet to see the extent
to which “decoupling” truly exists and if their economic
expansion can continue independent of the financial
trauma plaguing the US and other developed countries.

Against this backdrop, it is easy to forget the bene-
fits that the development of global financial systems and
increased capital flows have conferred upon other parts
of the world. The link between financial development
and economic growth is increasingly well established.
The development of local financial markets in develop-
ing economies is vital to provide needed capital to the
small- and medium-sized companies that drive a large
portion of economic growth in these countries. In addi-
tion, the potential for financial markets to help tackle
the most pressing issues on the global agenda is manifest
in the evolution of microfinance and carbon markets.

In this time of uncertainty, where the potential to
recast many aspects of our financial systems exists, it is
important to take a holistic perspective and consider all
the different factors that contribute to the development
of financial systems and the beneficial impact they can
have on the lives of many. It is in the spirit of providing
this informed and shared perspective that the World
Economic Forum has undertaken the publication of The
Financial Development Report 2008. Started more than a
year ago, the Report was commissioned in collaboration
with the Forum’ Financial Institutions Industry Partners
and Global Competitiveness Network to create an ana-
lytical tool and a common framework for stakeholders
to identify strengths, development areas and priorities
for reform.

In the tradition of the Forum’s multistakeholder
approach to global issues, the creation of this Report

involved an extended program of outreach and dialogue
with members of the academic community, public fig-
ures, representatives of non-governmental organizations
and business leaders from across the world. This work
included numerous interviews and collaborative sessions
to discuss the approach to the design of the Index at the
core of the report. The Report was the subject of sessions
at the Annual Meeting of the New Champions 2007 in
Dalian, China; the India Economic Summit 2007 in
New Delhi; the Forum’s 2008 Annual Meeting in Davos,
Switzerland; and the Latin America Summit 2008 in
Cancun, Mexico. Now that it is completed, the Report
will serve as the basis for future sessions where the results
can be discussed and debated, insights drawn and new
findings incorporated into its revision and publication
next year.

We would like to express our gratitude to the lead
academic on the project, Nouriel Roubini of New York
University, for his thought leadership in the design of
the Financial Development Index and contributions to
this report. We are grateful to our industry partners who
served on the project advisory committee including
American International Group, Inc.; Barclays Capital;
Lloyd’s; and Standard Chartered Bank. We are apprecia-
tive of our academic advisors who generously contributed
their time and ideas in helping shape this report. We
would also like to thank James Bilodeau at the World
Economic Forum USA, editor of the report, for his
energy and commitment to the project, as well as the
other members of the project team including Thierry
Geiger, Samantha Test (on secondment from McKinsey
& Co.) and Charles Martorana. We are grateful to Irene
Mia for her guidance as Project Advisor. Appreciation
also goes to Fiona Paua, Head of Strategic Insight
Teams, and other team members: Ciara Browne, Agustina
Ciocia, Pear]l Samandari, and Eva Trujillo Herrera.
Finally, we would like to thank our network of 142
Partner Institutes worldwide, without whose enthusiasm
and hard work the annual administration of the
Executive Opinion Survey and this Report would not

be possible.
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Foreword

KEVIN STEINBERG,

Chief Operating Officer and Head of the Centre for Global Industries (New York), World Economic Forum USA

The World Economic Forum is proud to release this
first Financial Development Report, which was conceived
and executed as part of our Industry Partnership
Programme. The Report represents the culmination of
a year-long partnership between academic scholars,
industry practitioners, other distinguished experts and
stakeholders, and our organization. We hope that it will
provide a comprehensive and robust fact base related to
the development of the world’s financial systems and
enable a rich series of discussions and analyses for both
private and public sector organizations focused on eco-
nomic development.

The Industry Partnership Programme, under whose
auspices this work was undertaken, provides CEOs and
senior executives of the world’s leading companies the
opportunity to engage with their peers to define and
address critical industry issues through the World
Economic Forum’s unique platform. Last year, the over
75 financial institutions engaged as the Forum’s Industry
Partners identified the deepening and development of
the world’s capital markets and financial systems as one
of the world’s key drivers to deliver sustainable social
development and economic progress. They commis-
sioned this report to draw attention to related issues and
provide a catalyst for reform and change.

We believe the Financial Development Report is
unique in the degree of comprehensiveness with which
it looks at financial systems. Financial systems are inher-
ently complex, spanning foundational aspects such as the
institutional and business environments; financial inter-
mediaries including banks, insurance providers, and
investment banks; financial markets for bonds, equity,
foreign exchange and derivatives; and businesses—the
“consumers” of capital—who ultimately transform
financial resources into improved economic growth
and welfare for a nation’s citizens. Taking this holistic
view is vital to provide stakeholders in financial systems
a common framework with which to cultivate strengths,
develop weaknesses, and establish priorities for reform.
The uncertainty of today’s financial climate makes
this common framework even more vital to develop

a balanced agenda with respect to financial issues.

Core findings
Capturing the above breadth of factors was a considerable

undertaking, requiring the refinement of over 120

different data sets, grouped into seven major pillars.
These seven pillars, which form the foundation of the

Index are:

Institutional environment
Business environment
Financial stability
Banks

Non-banks

Financial markets

N SR b=

Size, depth, and access

Data were obtained from a variety of sources, ranging
from The World Bank and other private and publicly
available sources to the World Economic Forum’s
Executive Opinion Survey, which provides a unique
glimpse into the perspective of businesses seeking to
access capital.

On the basis of this holistic view, this year the
United States scores top honors in the rankings closely
followed by the United Kingdom. The collective strength
of financial intermediaries and markets in these countries,
spanning banks, investment banks, insurance companies,
equity markets, and bond markets is unparalleled. Yet,
the Index also reveals development areas in these coun-
tries that should be considered. Besides issues of financial
stability that are common to both countries, regulatory
issues and judicial reform remain lingering areas for
improvement in the United States, while the cost of
doing business in the United Kingdom is an area of
concern.

Following the U.S. and UK., one finds Germany,
Japan, Canada, France, Switzerland, Hong Kong, the
Netherlands and Singapore in a closely-banded tier
rounding out the top ten. Germany, Japan, Canada and
the Netherlands deliver generally solid performance
across all aspects of the Index. Singapore, Switzerland,
and Hong Kong demonstrate particular strength across
their institutional and business environments. France
shows solid marks with respect to the strength of its
financial intermediaries.

Comparing the different measures across the breadth
of the Index reveals interesting results with respect to
other countries’ relative strengths and weaknesses. For
instance, a number of countries perform significantly
better with respect to the factors, policies, and institutions
that support financial systems (e.g., sound regulatory
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systems, low cost of doing business, financial stability,
etc.) than they do with respect to financial intermedia-
tion (e.g., banks, investment banks, financial markets,
etc.) Countries in this category include Bahrain, Chile,
the Czech Republic, Mexico, the Slovak Republic, and
Peru. Exploring the reasons why countries do not seem
to translate foundational requirements like a sound regu-
latory system and low cost of doing business into more
robust financial intermediation may reveal some inter-
esting insights around priorities for reform.

Still other countries, such as Russia and Kazakhstan,
deliver relatively strong performance with respect to
financial intermediation but, compared to other coun-
tries covered in the Index, do not perform as strongly
with respect to capital availability and access. Conversely,
one sees that Israel scores relatively well with respect to
these access measures, even in the face of relatively less
developed financial intermediaries. The question as to
why countries are able or unable to translate relatively
strong performance in areas such as initial public offer-
ings or banking into ease of access to capital as assessed
by businesses within these countries may be an impor-
tant line of inquiry.

The capital access data contained in this report rep-
resent unique measures of the degree to which business-
es in all these countries feel that they are able to access
different forms of capital such as private credit, bank
loans, or initial public offerings. It is interesting to note
that these assessments do not always seem to correspond
to the total depth of financial assets that are available
within a country. For instance, China and Egypt score
relatively solidly with respect to total financial assets to
GDP but near the bottom of the overall ranking with
respect to measures of capital access. Conversely the
United Arab Emirates ranks relatively low in terms of
depth of total financial assets but ranks quite high in
terms of measures of access. Why are some countries
able to maximize access to capital even when, by certain
measures, there is less overall capital available? We
encourage readers of this report to pursue these patterns
of analysis.

Key contributors

The Financial Development Report represents a collabora-
tive endeavour linking many of the Forum’s Industry
Partner companies together with leading academics and
thinkers, active practitioners, partner institutes from
around the world, and representatives of many parts of’
civil society.

The core research team, tasked with crafting and
populating the Index, was drawn from the World
Economic Forum and Roubini Global Economics, and
was comprised of Nouriel Roubini, Lead Academic on
the project, James Bilodeau, Thierry Geiger, Ayah El
Said, Samantha Test, and Charles Martorana.

On behalf of the World Economic Forum, the proj-
ect was ably led by James Bilodeau, who served both as
project manager and as editor of this Report. He worked
closely not only with the core research team, but also
the Forum’s Financial Institutions Team and our Global
Competitiveness Network led by Fiona Paua. We have
also benefitted from a number of academic advisors to
this work and we would particularly like to thank Ross
Levine for his thought leadership in this area.

Intellectual stewardship and guidance was provided
by an Advisory Committee, which included Jacob
Frenkel, Vice-Chairman, American International Group,
Inc.; Lord Peter Levene, Chairman, Lloyd’s; Hans-Joerg
Rudloff, Chairman, Barclays Capital; and Peter Sands,
Group Chief Executive, Standard Chartered Bank.

An active Operating Committee provided feedback,
counsel and refinement of the Index, helping shape its
final formulation. It included Michael Drexler, Head of
Strategy and Planning, Barclays Capital; Darragh Gray,
Senior Manager, Lloyd’s; Oakley Johnson, Senior Vice
President, American International Group, Inc.; Gerard
Lyons, Chief Economist, Standard Chartered Bank; and
Hans-Joerg Rudloft, Chairman, Barclays Capital.

While not necessarily endorsing any of the specific
conclusions reflected in the analyses in the Report, both
the Advisory Committee and Operating Committee
provided detailed feedback and helped ensure the overall
integrity of the work. Any opinions herewith are solely
the views of the authors and do not reflect the opinions
of the Advisory Committee, the Operating Committee
or the World Economic Forum.

Going forward

This first Financial Development Report is, as with many
new endeavors, very much a work in progress which
will evolve in successive years. We nonetheless hope that
even this first version will serve as a valuable framework
for exploring the many issues it raises and lead to dis-
cussions and public debate.

On behalf of the World Economic Forum as well as
the project team, I extend thanks to all involved in cre-
ating this first Index for their tremendous contributions
to this work. We welcome your feedback and reactions,
and hope you will continue your involvement in our
future eftorts.
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The Financial Development Index 2008 Rankings

Country/Economy

United States
United Kingdom
Germany
Japan

Canada
France
Switzerland
Hong Kong SAR
Netherlands
Singapore
Australia

Spain

Sweden
Ireland
Norway

United Arab Emirates
Belgium
Austria

Korea, Rep.
Malaysia
Finland

Italy

Israel

China

South Africa
Kuwait

Saudi Arabia
Bahrain
Thailand

Chile

India

Panama
Hungary
Pakistan

Czech Republic
Russian Federation
Egypt
Indonesia
Turkey

Brazil

Poland

Slovak Republic
Mexico
Colombia
Kazakhstan
Peru

Argentina
Philippines
Vietnam
Nigeria
Ukraine
Venezuela

Rank Score (1-7)
1 5.85
2 5.83
3 5.28
4 5.28
5 5.26
6 5.25
7 5.23
8 5.23
9 5.22

10 5.15
" 4.98
12 4.90
13 475
14 472
15 4.66
16 461
17 4.56
18 4.55
19 4.55
20 4.48
21 4.45
22 4.38
23 4.14
24 4.09
25 4.00
26 3.93
27 3.90
28 3.89
29 3.82
30 379
31 3.63
32 3.61
33 3.53
34 3.46
35 343
36 3.40
37 3.32
38 331
39 3.30
40 3.28
4 3.27
42 3.25
43 3.21
44 3.21
45 3.13
46 3.06
47 3.04
43 3.03
49 3.03
50 2.76
51 273
52 2.71
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CHAPTER 1.1

The Financial Development
Index: Assessing the World's
Financial Systems

NOURIEL ROUBINI, New York University
JAMES BILODEAU, World Economic Forum USA

A key factor in economic growth is the development of
financial systems. Despite the prominence of this topic
in discussions of economic growth, there is still surpris-
ingly little agreement about how to define and measure
financial system development. To address this gap, the
World Economic Forum has undertaken a research ini-
tiative aimed at providing business leaders and policy-
makers with a common framework to identify and
discuss the key factors in the development of global
financial systems and markets.

This inaugural Financial Development Report provides
an Index and ranking of 52 of the world’s leading finan-
cial systems. The Report is a tool with which countries
can benchmark themselves and establish priorities for
financial system improvement. It will be published
annually so that countries can continue to benchmark
themselves against their peers and track their progress
over time.

In recognition of the diversity of countries covered
in the Index and the variety of financial activities that
are vital to economic growth, we have taken a holistic
view of financial systems. For the purposes of this Report

and Index we have defined financial development as the

Sfactors, policies, and institutions that lead to effective financial

intermediation and markets, and deep and broad access to
capital and financial services. This definition thus spans the
“inputs” or foundational supports of a financial system,
such as the institutional and business environments, the
financial intermediaries and markets through which effi-
cient risk diversification and capital allocation occur, and
the “outputs” of the financial intermediation process,
which include the availability of and access to capital.
The Index relies upon current academic research
in both selecting the factors that are included and in
determining its overall structure. However, to the extent
possible it also encourages breadth of analysis over a the-
oretical focus on a few specific areas. With this holistic
view, decision-makers can develop a balanced perspec-
tive as to which aspects of their country’s financial system
are most important and empirically calibrate this view

relative to other countries.

Financial development and economic growth and
welfare: The seven pillars of financial development

A vast empirical and analytical literature suggests that in
addition to many other important factors, the perform-
ance and long-run economic growth and welfare of a
country are related to its degree of financial develop-
ment. Financial development is measured by factors such
as size, depth, access, efficiency and stability of a financial
system, including its markets, intermediaries, range of

assets, institutions and regulations. The greater the

The authors would especially like to thank Ayah EI Said for her
extensive research and contributions to this chapter and Report.
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1.1: The Financial Development Index

degree of financial development, the wider the availabil-
ity of financial services that allow the diversification of
risks. This increases the long-run growth trajectory of a
country and ultimately improves the welfare and pros-
perity of producers and consumers that have access to
financial services. The link between financial develop-
ment and economic growth can be traced back to the
work of Joseph Schumpeter' in the early 20th century,
and more recently to Ronald McKinnon and Edward
Shaw. This link is now well established in terms of
empirical evidence.?

Why do financial markets and intermediaries exist
in the first place? Economic theory suggests that finan-
cial markets and intermediaries exist mainly because of
two types of market frictions: information costs and
transaction costs. These frictions lead to the develop-
ment of financial intermediaries and financial markets,
which perform multiple functions, such as:

* facilitating the trading, hedging, diversification, and
pooling of risk;

* providing insurance services;

* allocating savings and resources to the appropriate

investment projects;

* monitoring managers and promoting corporate

control and governance;
* mobilizing savings efficiently; and

* facilitating the exchange of goods and services.

How do financial intermediation and markets aftect
economic growth and performance and, more generally,
contribute to increased aggregate economic welfare and
prosperity? They mostly do this through their effect on
capital accumulation (the rate of investment) and on
technological innovation. First, greater financial develop-
ment leads to greater mobilization of savings and its
allocation to the highest return investment projects. This
increased accumulation of capital enhances economic
growth. Second, by appropriately allocating capital to
the right investment projects and promoting sound cor-
porate governance, financial development increases the
rate of technological innovation and productivity
growth, further enhancing economic growth and wel-
fare. As a result, direct measures of economic perform-
ance impacted by these effects of financial development
include variables such as the rate of economic growth,
the rate of capital accumulation, the rate of productivity
growth, and the rate of technological innovation.
Financial markets and intermediation benefit con-
sumers and firms in many other ways that are not
directly related to economic growth. Access to financial
markets for consumers and producers can reduce pover-
ty, such as when the poor have access to banking servic-
es and credit. The importance of microfinance can be
seen in this context. This access allows consumers to

smooth consumption over time by borrowing and/or
lending and stabilizes consumer welfare in the presence
of temporary shocks to wages and income. By contribut-
ing to the diversification of savings and of portfolio
choices, it can also increase the return on savings and
ensure higher income and consumption opportunities.
Insurance services can help mitigate a variety of risks
that individuals and firms face, thus allowing better risk
sharing of individual or even macroeconomic risks.

To understand and measure the degree of financial
development, one must consider all of the different factors
that together contribute to the degree of depth and effi-
ciency of the provision of financial services. Conceptually,
in thinking about an index that measures the degree of
financial development, the various aspects of develop-
ment can be seen as seven “pillars” grouped into three

broad categories as indicated in Figure 1:

1. Factors, policies, and institutions: the “inputs” that
allow the development of financial intermediaries,

markets, instruments and services

2. Financial intermediation: the variety, size, depth,
and efficiency of the financial intermediaries and
markets that provide financial services

3. Capital availability and access: the “outputs” of
financial intermediation as manifested in the size
and depth of the financial sectors and the availabili-

ty of, and access to, financial services

This combination of “inputs,” financial intermediaries
and markets, and “outputs” provides an organic measure
of the degree of financial development. The seven pillars
are organized and described below according to these

three categories.

Factors, policies, and institutions

This first category covers the inputs supporting financial
intermediation and the optimal provision of financial
services and includes the first three of the seven pillars:
the institutional environment, the business environment,
and the degree of financial stability.

First pillar; Institutional environment

The institutional environment encompasses the laws and
regulations that allow the development of deep and effi-
cient financial intermediaries, markets and services. This
includes the overall laws, regulations and supervision of
the financial sector, as well as the quality of contract
enforcement and corporate governance.

Economic theory proposes that a strong institution-
al environment exists to alleviate information and trans-
action costs.> Much empirical work has tackled issues
related to the importance of institutions and their

impact on economic activity in general. The presence of
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Figure 1: Composition of the Financial Development Index
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Box 1: Finance, growth, and the poor

(Please see the essay by Ross Levine in Chapter 1.2 for a full
discussion of this topic)

Financial development has a disproportionately positive impact
on an economy'’s poor. This occurs because better-developed
financial markets reduce the importance of parental wealth on
the income of the next generation by providing access to capi-
tal, intensifying competition, and by expanding economic oppor-
tunities.

The level of human capital of an individual depends par-
tially on schooling. Schooling is costly in terms of school fees,
the higher cost of housing in school districts with high quality
schools, and the opportunity cost from lost wages. Thus, fami-
lies and individuals must raise the funds necessary to achieve a
high level of human capital through schooling. When financial
markets are highly developed, individuals of high ability but low
means can borrow the necessary funds to attain the same
advanced qualifications of people whose parents have greater
financial means. When markets are not developed, children of
wealthy parents, regardless of their ability, will have access to
schooling that high-ability individuals of poorer parents will not.
For example, this can occur when the banking sector is too
highly concentrated and not competitive enough.

Similarly, wages and wealth generation can be related to
entrepreneurial successes. To succeed in an entrepreneurial
endeavour, individuals need capital to start or expand their
businesses. In a well-developed financial market, individuals
will be able to find lenders or investors to fund their ventures
based solely on their merits as business propositions. However,
in underdeveloped markets, potential lenders and investors will
be unlikely to fund a business proposal by people who do not
have families with sufficient wealth to post collateral for the
loan. In the absence of well-developed financial markets, capi-
tal will not flow to the best business ideas, and people who do
not come from wealthy families will be shut out of entrepre-
neurial opportunities.

Wealthy families have the means to fund schooling and
entrepreneurial activity, or the connections to access these
funds in the markets regardless of the level of development of
financial markets. However, well-developed financial markets
that distribute capital on the basis of ability or on the merits of a
business proposal are essential for the poor to have access to
those same opportunities. If markets function well, both rich
and poor have access to capital and scarce resources are
assigned where they will have the greatest returns, thereby
increasing wealth in the whole society.

The Financial Development Report 2008 © 2008 World Economic Forum
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legal institutions that safeguard the interests of investors
is an integral part of financial development.* Reforms
that bolster a country’s legal environment and investor
protection are likely to contribute to better growth
prospects.® Accordingly, we have included variables relat-
ed to the degree of judicial independence and judicial
efficiency.

Better corporate governance is believed to encour-
age financial development, which in turn has a positive
impact on growth.® Contract enforcement is also impor-
tant as it limits the scope for default among debtors,
which in turn promotes compliance in the formal trans-
fer of funds from savers to investors.” Inadequate
investor protection leads to a number of adverse effects,
which can be detrimental to external financing and ulti-
mately the development of well functioning capital mar-
kets.® In general, inadequate enforcement of financial
contracts has been found to augment the process of
credit rationing, thus hindering the overall process of
growth.’

Other important aspects related to the institutional
environment are a country’s capital account openness
and domestic financial sector liberalization. Financial lib-
eralization generally permits a greater degree of financial
depth, which translates into greater financial intermedia-
tion among savers and investors. This in turn increases
the monetization of an economy, resulting in a more
efficient flow of resources.!” Empirically, however, the
impact of capital account liberalization delivers mixed
evidence. Several studies have asserted that capital
account liberalization has no impact on growth while
others have found a positive, and statistically significant,
impact.'' At the same time, other work asserts that the
relationship is undetermined.

Given such ambiguity over the impact of capital
account openness, it is best examined within the context
of the legal environment. The better a country’s legal
environment, the greater the benefits from capital
account openness, and vice versa. Accordingly, within
the Index we try to capture the relationship between
capital account openness and the level of legal develop-
ment and have interacted the variables used to measure
each (see methodology later in this chapter). The pres-
ence of both a robust legal system and capital account
openness provides a positive indication of the financial
development of a country.

A similar analysis can be extended to the degree of
liberalization of the domestic financial sector. This degree
of liberalization is based on whether a country exerts
interest rate controls (either ceilings or floors), whether
credit ceilings exist, and whether foreign currency
deposits are allowed. In general, the better a country’s
legal and regulatory environment, the greater the impact
of domestic financial sector liberalization on a county’s
economic growth.Variables representing each of these
characteristics have been interacted to represent this

result. Recent research supports the importance of

advanced legal systems and institutions in this respect,
holding that the presence of such institutions is as vital
as having both a developed banking sector and equity

market development.'?

Second pillar: Business environment
The second pillar focuses on the business environment
and considers:

« the availability of human capital—that is, skilled
workers who can be employed by the financial sec-

tor and thus provide efficient financial services;

* the state of physical capital—that is, the physical
and technological infrastructure; and

 other aspects of the business environment, including
taxation levels and the costs of doing business for

financial intermediaries.

Measures taken to facilitate the creation and improve-
ment of human capital have been found to assist the
process of economic growth.'> Empirical evidence sup-
ports this relationship showing positive correlations
between human capital and the degree of financial
development.' Our proxies for the amount of human
capital are related to the enrollment levels of tertiary
education. We also include measures that reflect the
quality of human capital, such as the degree of staff
training, the quality of management schools and math
and science education, and the availability of research
and training services.

Another key area is infrastructure. Physical infra-
structure enhances the process of private capital accu-
mulation by increasing the profitability of investment.'
Our analysis of infrastructure captures different measures
of information and communication technologies that
are important to any business, especially those operating
within a financial context.

Another integral aspect of the business environment
is the cost of doing business in a country. Specifically,
research has shown that the cost of doing business is a
vital feature of the efficiency of financial institutions.
The different costs of doing business are integral to
assessing a country’s business environment as well as the
type of constraints that businesses may be facing.!® As
such, the better the business environment, the better the
performance of financial institutions, and the higher the
degree of financial development.Variables that capture
such costs include the World Bank’s measures of the cost
of starting a business, the cost of registering property, the
cost of dealing with licensing, the cost of exporting and
importing, and the cost of closing a business.

Our analysis also considers taxes as another key
constraint that businesses can face. Generally, the higher
the tax rates, the lower the growth rate as higher taxes
deter businesses from operating and expanding. Within
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the context of financial intermediaries, higher taxes
deter financial intermediaries from expanding, and

hence impede economic growth.

Third pillar: Financial stability

The third pillar addresses the stability of the financial
system. This factor is important given the pervasiveness
of episodes of financial crises that have negative effects
on economic growth and lead to significant losses to
investors, including systemic banking crises, systemic

corporate crises, currency crises and sovereign debt crises.

Financial stability can be considered in terms of a
trade-off between risk and innovation/return. For
example, a financial system that is very heavily super-
vised and regulated may be very stable and never spark a
financial crisis. However, such a controlled system would
hamper the financial development and innovation that
increases returns, diversifies risks, and better allocates
resources to the highest-return investments. Conversely,
a financial system that is very free and innovative and is
very lightly regulated and supervised may eventually

become unstable and trigger credit booms and asset

-

Box 2: The cost of financial crises

(Please see subsequent essay by Nouriel Roubini in Chapter 1.3
for a full discussion of this topic)

Financial crises have important economic and financial conse-
quences that might lead to severe economic contractions such
as recessions or depressions. These contractions may be either
short-lived or persist over time. Financial crises are also associ-
ated with significant bankruptcies among households, corpo-
rate firms and financial institutions, with all the ensuing social
deadweight losses from debt restructurings and bankruptcies.
This makes financial crises expensive. Within this context,
financial stability arises as an important issue given the perva-
siveness of episodes of financial crises, including systemic
banking crises, systemic corporate crises, currency crises and
sovereign debt crises.

Financial stability, a crucial input to financial development,
should be viewed in terms of a trade-off between risk and
return/innovation. A financial system that is highly supervised
and regulated may be very stable but could hamper financial
development and the innovation that allows increased returns,

Conversely, a financial system that lacks financial stability, that
is free and innovative and very lightly regulated may become
unstable, triggering credit booms and asset bubbles that may
have severe effects on growth, returns and welfare if they go
bust.

Asset bubbles occur when an asset price rises above the
underlying fundamental value. Asset bubbles can occur for any
financial or real asset but recent experience shows they are
pervasive in equity markets and in housing and real estate mar-
kets. The perverse interaction between easy money, asset bub-
bles, credit growth and leveraging that feeds asset bubbles has
been observed in many episodes. In the mid 1980s in the United
States, the credit cycle fed the investment boom in commercial
and residential real estate causing a real estate bubble that
went bust in the late 1980s. In the 1990s, the tech and Internet
bubble was in part fed by easy monetary policy, with the Fed
worrying about “irrational exuberance” and doing nothing to
control it. This bubble was also fed by easy credit conditions
that allowed investors to use leverage to increase their pur-

\

better diversification of risks, and better allocation of resources.

chases of high-tech and Internet stocks. Next, there was the
housing and credit bubble of the 2000s, which was followed by
the housing bust and credit crunch of 2007.

Other episodes of systemic crisis and financial crisis
include the Japanese real estate bubble and equity bubble of
the 1980s that collapsed in 1990 and led to an acute banking and
corporate crisis and a severe decade long stagnation during the
1990s. We witnessed the Scandinavian banking crises of the
early 1990s and the collapse of the fixed exchange rates within
the European Monetary System in 1992-93.

Among emerging market economies, the Latin American
sovereign debt crisis started in 1982 and led to a decade of lost
growth. Another cycle of financial crises, a combination of cur-
rency, sovereign debt, banking, corporate and household debt
crises, started in 1994 with the collapse of the Mexican peso
currency peg. The following decade showed a variety of finan-
cial crises in emerging market economies: East Asia (Thailand,
Indonesia, Malaysia, Korea) in 1997-98; Russia in 1998; Brazil in
1999; Ecuador, Pakistan, and Ukraine in 1999-2000; and Turkey
and Argentina in 2001.

The history of most financial and banking crises suggests
that in almost every episode the resolution of the crisis entails a
significant amount of government intervention that is fiscally
costly. These fiscal bailout costs are a significant social burden.
The added public debt needed to bail out borrowers and/or
lenders has to be serviced over time, which means that the
social costs of systemic banking and financial crises are very
serious in the affected economies.

Within this framework, financial stability becomes an
important factor in assessing the degree of development of a
financial system. While financial crises will never be altogether
eliminated, the frequency and severity of booms and busts of
asset prices and credit that cause financial crises and costly
financial instability can be reduced if appropriate supervision
and regulation is applied. Such reduction will also contribute to
reducing the fiscal costs associated with such crises, thereby
lessening their consequences.
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bubbles that can severely aftect growth, returns and wel-
fare. While there is some trade-oft between the stability
of the financial system and its degree of innovation and
sophistication, financial stability remains an important
input in the process of financial development.
Excessively unstable financial systems—systems that are
prone to repeated and virulent financial crises—are less
likely to grow and develop.

This pillar tries to capture the risk of three types of
crises: currency crises, systemic banking crises and sover-
eign debt crises. For the risk of currency crises, variables
captured include the real effective exchange rate, current
account balance, the dollarization vulnerability indicator,
the external vulnerability indicator, and external debt to
GDP.

The systemic banking crises subpillar captures the
frequency of banking crises since the 1970s, the degree
of banking stability, a measure of cumulative real estate
appreciation, and a measure of the regulation of the
banking institutions. Banking stability is one of the most
important variables that proxies for the risk of systemic
banking crises. Empirical research has shown that coun-
tries that have gone through systemic banking crises or
endured a high degree of financial volatility are more
susceptible to profound short-term negative impacts on
the degree of financial intermediation. More stable
countries were found not to be vulnerable to such
effects and are thus more prone to growth.!”

Research has also been conducted on the link
between banking regulatory and supervisory issues and
banking sector development. Policies that induce correct
information disclosure, authorize private sector corpo-
rate control of banks, and provide motivation for private
agents to exercise corporate control tend to encourage
the development, operational efficiency, and stability of
the banking system. This in turn enhances growth.
Fewer regulatory restrictions on banks have also been
shown to decrease banking system vulnerabilities.
Research also shows that countries that foster competi-
tion among banks through national institutions are less
likely to experience a systemic banking crisis.'®

The last type of crisis captured within this pillar is
sovereign debt crisis. The best proxy for the risk of this
crisis is sovereign credit ratings. These data were calcu-
lated as an average of both local currency sovereign
credit ratings and foreign currency credit sovereign rat-
ings. Sovereign ratings measure the degree to which a
country is willing and able to pay its debt in a timely
manner and in full. Thus, a high sovereign credit rating
signifies a lesser likelihood of default as occasioned by a
sovereign debt crisis.

The greater the risk of these crises, the greater the
likelihood that the different processes of financial inter-
mediation will be hampered, precipitating lower eco-

nomic growth rates.

Financial intermediaries and markets

The second category of pillars measures the degree of
development of the financial sector as seen in the differ-
ent types of intermediaries. These three pillars are:
banks, non-banks (e.g., investment banks and insurance

firms) and financial markets.

Fourth pillar: Banks

Bank-based financial systems emerge to improve acqui-
sition of financial information and lower transaction
costs, as well as to more efficiently allocate credit. This
role is especially important in developing economies.

The efficient allocation of capital in a financial sys-
tem generally occurs through bank-based systems or
market-based financial systems.!” Some research asserts
that banks finance growth more effectively and efficient-
ly than market-based systems, particularly in under-
developed economies where non-bank financial inter-
mediaries are generally less sophisticated.?’ Research also
shows that compared to other forms of financial inter-
mediation, well-established banks form strong ties with
the private sector, which enables them to acquire infor-
mation about firms more efficiently and to persuade
firms to pay their debts in a timely manner.?! Advocates
of bank-based systems argue that banks that are unim-
peded by regulatory restrictions tend to benefit from
economies of scale in the process of collecting informa-
tion and can thus enhance industrial growth. Banks are
also seen as key players in eradicating liquidity risk,
which causes them to increase investments in high-
return, illiquid assets and speed up the process of eco-
nomic growth.?

One of the key measures of the efficacy of the
banking system captured in this pillar is size. The greater
the size of the banking system, the greater the amount
of resources that can be channeled from savers to
investors. This enhances the process of financial develop-
ment, which in turn leads to greater economic growth.

Another key aspect of the banking system is its effi-
ciency. An important aspect of efficiency is the structure
of bank ownership and how this structure affects its per-
formance. Publicly owned banks tend to be less effi-
cient, impeding the process of credit allocation and
channeling of capital, which in turn slows down the
process of financial intermediation.

Another measure of the efficiency of a banking sys-
tem is the degree of foreign ownership of banks, which
reflects a country’s investment climate and the willing-
ness of the government to allow competition.
Efficiency also encompasses the degree of banking con-
centration, which is captured in a measure of the share
of assets (deposits) in the three largest banks in a coun-
try. Concentrated banking systems are usually less prone
to a systemic banking crisis, which improves the effi-
ciency of their operations.*

A third key aspect of efficiency captured by this pil-
lar is the role of financial information disclosure within
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the operation of banks. Policies that induce correct
information disclosure, authorize private sector corpo-
rate control of banks, as well as motivate private agents
to exercise corporate control, tend to encourage bank
development, operation, and stability.?> This has a posi-

tive effect on the overall economy.

Fifth pillar: Non-banks

Non-bank financial intermediaries, such as broker deal-
ers, traditional asset managers, alternative asset managers
and insurance companies, are considered both a comple-
ment to banks, as well as a substitute for them. Their
complementary role lies in their efforts to fill any vacu-
um created by commercial banks. Their competition
with banks allows both parties to operate more effi-
ciently in meeting market needs. Activities of non-bank
financial intermediaries include their participation in
securities markets, as well as the mobilization and alloca-
tion of financial resources of a longer-term nature, for
example in insurance activities.

Empirical research has found that banks as well as
non-bank financial intermediaries are larger, more
active, and more efficient in advanced economies.?®
Advocates of the market-based system (i.e., non-banks)
point to the fact that the market-based system is able to
finance innovative and high-risk projects.?” As for the
insurance sector, it can be seen as a tool that eases trade
and commerce by providing ample liability coverage.
Insurance also creates liquidity and facilitates the process
of building economies of scale in investment, thereby
improving overall financial efficiency.?® Insurance has
also been found to mobilize illiquid savings to positively
affect growth.?

The degree of development of non-bank financial
intermediaries in general has been found to be a
good proxy of a country’s overall level of financial

development.®”

Sixth pillar: Financial markets

The four major types of financial markets include bond
markets (both for government and corporate bonds),
stock markets where equities are traded, foreign
exchange markets and derivatives markets.

Stock market liquidity is statistically significant in
terms of its positive impact on capital accumulation,
productivity growth, and current and future rates of
economic growth.>® More generally, economic theory
suggests that stock markets encourage long-run growth
by promoting specialization, acquiring and disseminating
information, and mobilizing savings in a more efficient
way to promote investment.’? Research also shows that
as countries become richer, stock markets become more
active and efficient relative to banks.** Bond markets
have received little empirical attention, but recent
research has shown that bond market development does

in fact affect economic output.’*

Derivatives markets are an important aspect of this
pillar because they can significantly improve risk man-
agement and risk diversification. The development of
derivatives markets can enhance the confidence of inter-
national investors and financial institutions to participate
in them. Derivatives markets generally are small in
emerging markets. The strengthening of the legal and
regulatory environment can enhance the development
of such markets, which in turn contributes to the

process of economic growth.*

Capital availability and access
This third and final category is comprised of one pillar
which represents the “outputs” of financial intermediation.

Seventh pillar: Size, depth, and access

The measures represented in this last pillar span the size
and depth of the financial system and the degree of
access by both savers and users of capital to financial
services. These macro-level issues of size and depth and
micro-level issues of access are integrally related to the
provision and allocation of capital that drive economic
growth.

Size and depth

Empirical evidence shows that a limited set of variables
is significantly correlated with economic growth and
welfare and can be good proxies for the “output” of
financial intermediation. This output group includes
measures of how large and deep the financial system is,
appropriately scaled to the GDP of the country. It also
includes measures of access to capital and financial serv-
ices by businesses.

Consensus exists on the relationship between the
size and depth of the financial system and the supply
and robustness of financial services that drive economic
growth.* This effect occurs because the size of financial
markets is viewed as an important determinant of sav-
ings and investment.”” The size of the financial system
also matters because the larger the size of the financial
system, the greater its ability to benefit from economies
of scale given the significant fixed costs prevailing in
financial intermediaries’ activities. A larger financial sys-
tem tends to relieve existing credit constraints. This
facilitates borrowing by firms and further improves the
process of savings mobilization and the channeling of
savings to investors. Given that a large financial system
should allocate capital efficiently and better monitor the
use of funds, improved accessibility to financing will
tend to amplify the resilience of an economy to shocks.
Thus, a larger financial system implies a better allocation
of risks, increasing the level of physical and human capi-
tal accumulation, which leads to higher growth rates.’®

Empirical studies concerning financial development
and growth have generally found that cross-country dif-
ferences in the levels of financial development explain a
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considerable portion of the cross-country differences in
growth rates.”” Correspondingly, improvements in the
depth of financial markets seemed to precipitate improve-
ments in economic growth rates across countries.*’

The proxies included to capture size and depth,
include M2* to GDP, stock market capitalization to
GDP, bank deposits to GDP, public as well as private
debt to GDP, and private credit by deposit money banks
and other financial institutions to GDP.

Access

Another integral component of this “output” category is
access to financial services. Empirically, greater access to
financial services has been associated with the usual
proxies for financial development and resulting econom-
ic growth.*> The presence of financial services per se as
reflected by size and depth does not imply their accessi-
bility by the difterent types of users within an economy.
Thus, the presence of access as part of the output pillar
becomes integral to our analysis. The measures of access
captured include venture capital availability, access to
local equity markets, access to credit, access to loans and
an overall level of financial market sophistication.
Performance in the other pillars contributes to perform-
ance in this subpillar and the extent of access to finan-
cial services by end users. Accessibility, along with the
size and depth of the financial system as a whole, has a
significant effect on a country’s real activity, economic

growth and overall welfare.

Methodological overview

As indicated in the preceding description of the seven
pillars, the Report takes a holistic approach in the design
of the Index by trying to address the breadth of difterent
factors relevant to financial development. Accordingly, a
large variety of variables were included for the 52 finan-
cial systems covered by the Index.The choice of vari-

ables was guided by two general criteria:

* the findings of the vast body of empirical studies,
which focus on financial development; and

* the availability of data that serve as effective proxies
for the difterent dimensions of financial develop-

ment across emerging and developed economies.

The variables were organized into the seven pillars using
a methodology similar to that used in other indexes
published by the World Economic Forum. A combina-
tion of hard data from various sources, such as the World
Bank and the Bank of International Settlements, and
survey data collected as part of the Forum’s Executive
Opinion Survey is used.® This survey captures data that
are otherwise not available through hard data sources,
such as those pertaining to a country’s institutional and

business environment, and the degree to which firms feel

they can easily access different forms of capital such as
venture capital, initial public offerings and private credit.

Approach to standardization

To permit aggregation and cross-country comparisons,
all hard data variables (i.e., not from the Forum’s Survey)
in the Financial Development Index have been standard-
ized. This was done by re-scaling these variables on a 1-
to-7 scale, the former being the least advantageous and
the latter being the most advantageous to financial
development. The following formula was employed to

standardize those variables:

6 X (country score — sample minimum)
(sample maximum — sample minimum)

+ 1

The sample minimum and sample maximum are,
respectively, the lowest and highest country scores in the
sample of 52 countries covered by this Index. Thresholds
were identified for outliers in both directions (maximum
and minimum) and high outliers were automatically
given a score of 7 and low outliers a score of 1. For
those variables where a higher raw data value implies a
worse result (such as any vulnerability indicator), we
inverted the standardization formula such that a higher
standardized score is still considered more advantageous.**
Data from the Executive Opinion Survey are presented
in their original form as an aggregation of survey
responses on a 1-to-7 scale.

In certain cases, a “non-monotonic” standardization
had to be employed to ensure that the proportion
between the raw data and standardized score changes
over the range of data for the variable. The public bond
to GDP variable was treated in this manner. In general
we have assumed that low levels of public bonds to GDP
imply low levels of financial development. As the level
of public bonds to GDP increases, the degree of devel-
opment of the bond market improves, which contributes
to financial development as a whole. After a certain
level, however, high debt levels may be considered a
weakness within the economy. To reflect this in the
Index variable, a threshold was selected (60 percent of’
GDP) above which the standardized score begins to go
down. This also implies that having debt equivalent to
60 percent of GDP is treated as the “best” level of debt
and thus gets a standardized score of 7.

In some instances, the “interaction” between differ-
ent variables was also captured as certain variables can
be considered more beneficial in the presence of others.
For instance, the effect of liberalizing the capital account
and the domestic financial sector has been found in
empirical studies to be mixed, yielding both positive and
negative results. However, the presence of a strong legal
and regulatory environment tends to mitigate the nega-
tive impacts of the liberalization process. To account for
this, the scores of the capital account liberalization and
domestic financial sector liberalization indexes were

adjusted. Any country above the average standardized
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score for the legal and regulatory environment* experi-
enced positive effects as a result of the liberalization
process, while the opposite is true for countries with
scores lower than this average.

Weighting and scaling of variables

One of the key design principles of the Index is the
inclusion of the breadth of variables relevant to the
financial development of both emerging and developed
economies. The aggregation of these variables into an
overall Index can provide a unified measure of financial
development. However, by examining the individual pil-
lars and constituent variables one gains greater insight
into the strengths and weaknesses of different financial
systerms.

Given the emphasis placed on the component parts
of the Index as a framework for analysis, we have taken
a very conservative approach to the weighting of vari-
ables. Unless there is a clear and compelling reason to
the contrary, we have generally weighted different com-
ponents of the Index equally. The seven pillars are
weighted equally as are most of the subpillars that com-
prise each of the pillars. The weightings of the different
pillars and subpillars as the result of this approach is
described in Appendix A.

We recognize and agree that there is a case to be
made that certain elements of the financial system are
more important for different countries depending on
their unique circumstances and different stages of devel-
opment. For instance, the “sequencing” theory support-
ed by some within the academic community emphasizes
the importance of sequential development of different
aspects of the financial system depending on a country’s
stage of development. A key tenet of this theory asserts
that banks are more important in the process of financial
development and reform for emerging markets, while
capital markets and non-banks (for example equity mar-
kets and investment banks) are more important for
advanced economies. Yet, given the diversity of countries
covered in the Index and the variety of issues they con-
front, we decided that the risks of being overly prescrip-
tive in weighting certain variables for different classes of
countries justified our more conservative approach.

In some instances, there was sufficient cause to
assign different weights to the subpillars within the
Index. Within the risk of systemic crises subpillar, the
regulation of banking institutions and the stability index
are weighted more (30 percent each) as compared to the
frequency of crises and the appreciation of real estate
variables (20 percent each). Within the banking pillar
there are three sub-groups: the size of the banking sys-
tem, efficiency of the banking system, and the role of
financial information disclosure. The first two variables
were weighted 40 percent each in this pillar, while the
last variable was weighted at 20 percent, thus placing
more importance on the size and efficiency of the
banking system. Within the financial markets pillar, a 30

percent weight was assigned to the equity and bond
market subpillars, and a 20 percent weight was assigned
to the foreign exchange and derivatives market subpil-
lars. This was done to signify the relatively greater
importance of equity and bond market development.
For many variables, especially those related to the
size and depth of the financial system, scaling by GDP
was deemed necessary to control for country size.
Scaling by GDP also allows for more relevant cross-

country comparisons.

The Financial Development Index 2008 rankings

The detailed rankings for the Financial Development
Index (FDI) are presented in Table 1. Overall rankings
are listed first followed by rankings within each of the
seven pillars that comprise the FDI.

At first glance, the overall FDI rankings yield what
may be unsurprising results: the United States and the
United Kingdom came out on top of the Index at 1st
and 2nd place respectively in what amounts to a virtual
tie. This seems consistent with their standing as long-
established and truly global financial centers. They are
followed by a very closely ranked tier of developed
Western and some Asian countries in the top 10.
Germany, Japan, Canada, France, Switzerland, Hong
Kong and the Netherlands take the third through ninth
spots with very close overall scores and Singapore comes
in at 10th with a slightly lower score. Less developed
countries from other regions progressively populate the
lower reaches of the FDI.

However, the more interesting and instructive story
revealed by the FDI is the degree of variation in per-
formance across the seven pillars of the Index. This
holistic view of financial systems reveals strengths and
development areas, extending across both top and low
performers alike that might not immediately be appar-
ent. In Table 2, one can see those countries that most
frequently scored within the top three places in each of
the seven pillars. Interestingly, aside from the United
Kingdom and the United States, those countries that
achieved top scores in one or more pillars did not nec-
essarily take top honors in the overall ranking. For these
countries, success in one pillar is offset by shortcomings
in others, thereby affecting the overall performance of
the financial system as measured by the FDI. Germany
was one of the few top-ranked countries that delivered
even performance across all seven pillars; it is number
three in the overall ranking yet did not make the top

three in any of the seven component pillars.

Factors, policies, and institutions versus financial
intermediation

By looking beyond the overall rankings to explore vari-
ations in different facets of financial systems both within
and across countries, the FDI can be a useful tool to

frame new patterns of analysis. To illustrate this, we
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OVERALL INDEX FACTORS, POLICIES, AND INSTITUTIONS

1.1: The Financial Development Index
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1st pillar: Institutional environment 2nd pillar: Business environment 3rd pillar: Financial stability
Country/Economy Rank Score Country/Economy Rank Score Country/Economy Rank Score Country/Economy Rank Score
United States 1 585 Singapore 1 631 Singapore 1 582 Singapore 1 622
United Kingdom 2 583 Hong Kong SAR 2 624 Finland 2 576 Switzerland 2 618
Germany 3 528 Finland 3 623 Norway 3 567 Saudi Arabia 3 597
Japan 4 528 Norway 4 6.15 Hong Kong SAR 4 565 Norway 4 587
Canada 5 526 United Kingdom 5 6.09 Sweden 5 563 Austria 5 581
France 6 525 Germany 6 6.08 Switzerland 6 563 Germany 6 577
Switzerland 7 523 Canada 7 6.06 Netherlands 7 557 Netherlands 7 574
Hong Kong SAR 8 523 Sweden 8 6.06 Canada 8 543 Japan 8 571
Netherlands 9 522 Austria 9 6.04 Korea, Rep. 9 542 United Arab Emirates 9  5.53
Singapore 10 5.15 Netherlands 10 6.02 Germany 10 541 United States 10 551
Australia 11 498 Ireland 1 6.01 United Kingdom 11 534 Ireland 11 545
Spain 12 4.90 United States 12 598 United States 12 532 Kuwait 12 544
Sweden 13 475 Australia 13 5.9 Austria 13 529 Sweden 13 526
Ireland 14 472 Japan 14 588 Australia 14 524 Canada 14 526
Norway 15  4.66 Belgium 15 584 France 15 520 Finland 15 524
United Arab Emirates 16 4.61 France 16 5.83 Japan 16 517 Belgium 16 522
Belgium 17 456 Switzerland 17 574 Ireland 17 5.15 Hong Kong SAR 17 519
Austria 18 455 Israel 18 5.66 United Arab Emirates 18  5.14 Malaysia 18 5.18
Korea, Rep. 19 455 Spain 19 562 Israel 19 5.00 China 19 517
Malaysia 20 448 Bahrain 20 543 Belgium 20 5.00 France 20 517
Finland 21 445 Chile 21 538 Kuwait 21 493 Australia 21 513
Italy 22 438 Malaysia 22 514 Chile 22 489 Spain 22 500
Israel 23 4.4 Korea, Rep. 23 5.08 Malaysia 23 480 United Kingdom 23 497
China 24 4.09 United Arab Emirates 24  5.02 Spain 24 480 Italy 24 482
South Africa 25 4.00 Panama 25 482 Czech Republic 25 477 Bahrain 25 479
Kuwait 26 393 Italy 26 4.66 Bahrain 26 474 South Africa 26 472
Saudi Arabia 27 390 South Africa 27 458 Hungary 27 4N Mexico 27 469
Bahrain 28 3.89 Hungary 28 452 Slovak Republic 28 4.69 India 28 4.67
Thailand 29 382 Indonesia 29 446 Italy 29 463 Thailand 29 454
Chile 30 379 Thailand 30 446 Poland 30 456 Israel 30 448
India 31 363 Mexico 31 431 Saudi Arabia 31 454 Chile 31 447
Panama 32 361 Peru 32 422 Turkey 32 438 Korea, Rep. 32 442
Hungary 33 353 Saudi Arabia 33 418 Thailand 33 424 Russian Federation 33 44
Pakistan 34 346 Czech Republic 34 414 Russian Federation 34 4.08 Czech Republic 34 429
Czech Republic 35 343 Egypt 35 4.07 China 35 4.07 Colombia 35  4.27
Russian Federation 36 340 Kuwait 36 4.06 South Africa 36 4.03 Slovak Republic 36 419
Egypt 37 332 Slovak Republic 37 380 Brazil 37 4.00 Pakistan 37 4n
Indonesia 38 331 Colombia 38 380 Panama 38 395 Poland 38 409
Turkey 39 330 Nigeria 39 3N Argentina 39 392 Nigeria 39  4.02
Brazil 40 328 Brazil 40 3.69 Egypt 40 391 Vietnam 40 398
Poland 41 327 Philippines 41 360 Peru 41 389 Venezuela 41 388
Slovak Republic 42 325 Poland 42 354 Ukraine 42 388 Peru 42 371
Mexico 43 321 India 43 342 Colombia 43 382 Indonesia 43 365
Colombia 4 32 Turkey 44 336 Mexico 44 381 Brazil 44 360
Kazakhstan 45 313 Argentina 45 335 India 45 361 Kazakhstan 45 358
Peru 46  3.06 China 46 3.33 Vietnam 46  3.56 Hungary 46 3.50
Argentina 47 3.04 Kazakhstan 47 3.14 Kazakhstan 47 351 Egypt 47 3M
Philippines 43 3.03 Russian Federation 43  3.10 Philippines 48 350 Philippines 43 332
Vietnam 49 3.03 Pakistan 49  3.09 Indonesia 49 346 Panama 49 301
Nigeria 50 276 Vietnam 50 3.06 Pakistan 50 3.46 Argentina 50 292
Ukraine 51 273 Ukraine 51 275 Venezuela 51 322 Ukraine 51 288
Venezuela 52 271 Venezuela 52 239 Nigeria 52 3.08 Turkey 52 276
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Table 1: Financial Development Index 2008 (cont'd.)

CAPITAL AVAILABILITY
FINANCIAL INTERMEDIATION AND ACCESS

4th pillar: Banks 5th pillar: Non-banks 6th pillar: Financial markets Tth pillar: Size, depth, and access
Country/Economy Rank Score Country/Economy Rank Score Country/Economy Rank Score Country/Economy Rank Score
United States 1 580 United Kingdom 1 655 United States 1 615 Switzerland 1 6.89
Malaysia 2 572 United States 2 6.05 United Kingdom 2 587 Netherlands 2 671
United Kingdom 3 551 France 3 529 Switzerland 3 540 Hong Kong SAR 3 662
United Arab Emirates 4 526 Japan 4 450 France 4 507 United Kingdom 4 648
Hong Kong SAR 5 520 Canada 5 437 Japan 5 503 Canada 5 647
Canada 6 5.15 Australia 6 426 Singapore 6 499 Spain 6 6.38
China 7 497 Germany 7 412 Germany 7 487 Singapore 7 6.16
Japan 8 492 Netherlands 8 387 Australia 8 458 United States 8 6.15
Germany 9 485 Spain 9 377 Netherlands 9 435 Germany 9 584
Spain 10 4.84 Russian Federation 10 371 United Arab Emirates 10  4.28 Japan 10 5.72
Korea, Rep. 11 481 Korea, Rep. 1 362 Hong Kong SAR 1 416 France 11 5.66
Ireland 12 480 Kazakhstan 12 356 Sweden 12 413 Malaysia 12 565
Indonesia 13 460 Hong Kong SAR 13 354 Canada 13 4.07 Sweden 13 5.60
France 14 455 Italy 14 335 Spain 14 3.86 Australia 14 560
Thailand 15 445 China 15 330 Italy 15 383 Ireland 15 559
Italy 16 4.41 India 16 3.24 Belgium 16 3.69 Belgium 16 5.57
Belgium 17 437 Ireland 17 315 Pakistan 17 358 Israel 17 547
Austria 18 432 Switzerland 18 299 Finland 18 3.40 Norway 18 545
Netherlands 19 425 Singapore 19 291 Kuwait 19 334 Austria 19 541
Norway 20 420 Sweden 20 287 Korea, Rep. 20 315 Korea, Rep. 20 533
Australia 21 412 Brazil 21 282 Turkey 21 3.07 South Africa 21 530
South Africa 22 4.09 Argentina 22 248 India 22 299 Finland 22 527
Saudi Arabia 23 407 South Africa 23 242 Malaysia 23 293 United Arab Emirates 23 5.17
Kuwait 24 3.96 Norway 24 238 Austria 24 288 China 24 514
Pakistan 25 391 Bahrain 25 227 Norway 25 288 Italy 25 497
Israel 26 385 Belgium 26 225 Ireland 26 287 Thailand 26 495
Switzerland 27 380 Israel 271 223 Panama 271 284 Panama 271 493
Vietnam 28 378 Turkey 28 219 South Africa 28 283 India 28 4.90
Panama 29 377 Finland 29 215 Saudi Arabia 29 273 Kuwait 29 469
Chile 30 372 Austria 30 212 China 30 266 Bahrain 30 467
Sweden 31 367 Peru 31 208 Czech Republic 31 245 Egypt 31 458
Singapore 32 363 Hungary 32 201 Bahrain 32 234 Saudi Arabia 32 443
Hungary 33 346 Ukraine 33 199 Israel 33 231 Pakistan 33 433
Egypt 34 340 Panama 34 1.9 Brazil 34 228 Hungary 34 428
Slovak Republic 35 3.36 Malaysia 35 193 Hungary 35 226 Chile 35 427
Colombia 36 3.33 Colombia 36 1.89 Thailand 36 225 Vietnam 36 4.24
Turkey 37 332 Thailand 37 189 Argentina 37 218 Brazil 37 410
Poland 38 321 Mexico 38 1.88 Egypt 38 215 Philippines 38  4.07
Ukraine 39 313 United Arab Emirates 39 1.87 Poland 39 21 Turkey 39 404
Finland 40 3.8 Philippines 40 178 Chile 40 210 Czech Republic 40 3.96
Kazakhstan 41 3.07 Egypt 4 175 Russian Federation 41 2.08 Slovak Republic 41 388
Philippines 42 2.96 Pakistan 42 173 Philippines 42 197 Indonesia 42 372
Bahrain 43 2.96 Poland 43 172 Venezuela 43 187 Colombia 43 371
Czech Republic 4 292 Chile 44 168 Kazakhstan 4 183 Poland 44 3.66
Russian Federation 45 287 Venezuela 45 162 Mexico 45 177 Russian Federation 45 356
Argentina 46 285 Indonesia 46 158 Indonesia 46 170 Argentina 46 354
Venezuela 47 2.81 Nigeria 47 1.48 Colombia 47 1.66 Peru 47 350
Nigeria 48 2.80 Czech Republic 48 147 Slovak Republic 48 152 Mexico 48 337
Mexico 49 265 Saudi Arabia 49 140 Peru 49 143 Kazakhstan 49 324
India 50 261 Vietnam 50 140 Nigeria 50 1.30 Ukraine 5 3.23
Peru 51 251 Slovak Republic 51 131 Ukraine 51 127 Venezuela 51 3.16
Brazil 52 247 Kuwait 52 1.07 Vietnam 52 1.16 Nigeria 52 292

The Financial Development Report 2008 © 2008 World Economic Forum

1.1: The Financial Development Index



1.1: The Financial Development Index

14

Table 2: Countries ranked within the top three of each Index pillar

FINANCIAL DEVELOPMENT INDEX PILLARS

Financial Number of

Development  timesranked 1. Institutional 2. Business 3. Financial 6. Financial 7. Size, depth,
Country/Economy Index 2008 rank in top three environment  environment stability 4.Banks 5. Non-banks markets and access
Singapore 10 3 1 1 — — — —
Switzerland 7 B8 — 2 — — 3 1
United Kingdom 3 — — 3 1 2 —
United States 1 3 — — 1 2 1 —
Finland 21 2 3 — — — — —
Hong Kong SAR 8 2 2 — — — — 3
France 6 1 — — — 3 — —
Malaysia 20 1 = = 2 = = =
Netherlands 9 1 — — — — — 2
Norway 15 1 = = = = = =
Saudi Arabia 27 1 — 3 — — — —

have aggregated the pillar scores with respect to the
broad categories introduced in Figure 1 and described
previously in the chapter. In Figure 2, scores for the
institutional environment, business environment, and
financial stability pillars are averaged and the resulting
rank is presented on the horizontal axis as the measure
“Factors, policies, and institutions.” A ranking according
to a simple average of the banks, non-banks, and finan-
cial markets pillars is presented on the vertical axis as
“Financial intermediation.”

As Figure 2 illustrates, the United States and United
Kingdom both receive top marks with respect to financial
intermediation (pillars four through six) but those factors,
policies, and institutions that are the “inputs” into their
financial systems (pillars one through three) are not as
strong. The United States does not make the top 10
with respect to its institutional and business environ-
ments while the United Kingdom ranks a relatively low
23rd in the financial stability pillar. This results in both
countries being positioned toward the bottom of the
scatter plot in Figure 2. Will uneven performance in
these areas create a long-term development disadvantage,
compromising the ability of financial intermediaries and
markets to efficiently provide capital to end users in
these countries? This question has implications extend-
ing to whether the current pursuit of certain regulatory
reforms should be prioritized to the exclusion of other,
long-term drivers of financial development such as non-
distortionary tax policies and judicial reform.

By contrast, countries such as Norway and
Singapore achieve high marks with respect to their insti-
tutional and business environments and financial stability
but perform relatively poorly with respect to the bank
and non-bank pillars. This accounts for their placement
at the leftmost part of the scatter plot in Figure 2. What
is preventing these countries from translating these
fundamental strengths into more robust financial inter-
mediation and the more effective provision of capital

and financial services to end users? Exploration of the

variables that produce this result and the broader phe-
nomena for which they serve as proxies may have pro-
found implications for financial system development and
enhanced economic growth in these countries.

Taking a different and somewhat narrower perspec-
tive, one may question how Malaysia’s banking system is
able to achieve the relatively high performance shown
in the 4th pillar in Table 1 in light of its relatively lower
performance with respect to its business and institution-
al environments. Increased understanding of this ques-
tion might shed light on how Malaysia could propagate
this success to other aspects of its financial system.
Alternatively, it may provide valuable lessons for other
developing countries as they try to transcend the limita-
tions of their current institutional and business environ-
ments to maximize the benefits of robust financial inter-

mediation.

Financial intermediation versus capital availability and
access
A similar analysis can be performed with respect to the
pillars in the financial intermediation category (the
banks, non-banks and financial markets pillars) and the
one pillar that comprises the capital availability and
access category (the size, depth, and access pillar). In
Figure 3, rankings based on the combined average of the
scores for the pillars in each category are plotted.
Switzerland is ranked number one in terms of capi-
tal availability and access based on a near perfect score
driven by the size and depth of its financial assets.Yet it
does not make the top 10 in terms of financial interme-
diation. Indeed its banking institutions are ranked a rela-
tively low 27th and non-bank financial institutions at
18th. Given this apparent discrepancy are there other
aspects of its financial system such as within its legal and
regulatory or business environment that are more direct-
ly attributable to its relatively large and deep financial
markets? Are these aspects idiosyncratic to the Swiss

financial system or are their lessons for other countries
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Figure 2: Factors, policies, and institutions versus financial intermediation

Note: A country ranking based on a simple average of the first three pillars is plotted as “factors, policies and institutions” on the horizontal axis. A country ranking
based on a simple average of pillars 4, 5 and 6 is plotted as “financial intermediation” on the vertical axis.

Figure 3: Financial intermediation versus capital availability and access

Note: A country ranking based on a simple average of pillars 4, 5 and 6 is plotted as “financial intermediation” on the horizontal axis. The country ranking from pil-
lar 7, “Capital availability and access” is plotted on the vertical axis.

The Financial Development Report 2008 © 2008 World Economic Forum

1.1: The Financial Development Index

15



1.1: The Financial Development Index

=y
D

Figure 4: Total financial assets to GDP versus capital access
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Total financial assets/GDP rank

Note: Total financial assets/GDP displayed on the horizontal axis is based on the same numbers found on the top of each country profile in Part 2 of the Report; the
calculation of this measure is described in the “How to Read the Country/Economy Profiles” at the beginning of Part 2. The vertical axis measures the average
of the different capital access variables contained in pillar 7 (variables 7.09, 7.10, 7.11, 7.12, and 7.14).

as they try to maximize the benefits to their economies
of increased access to capital?

By contrast, the Russian Federation is ranked 45th
in terms capital availability and access yet ranks a
stronger 26th based on an average of the financial inter-
mediation pillars. Its non-bank institutions are rated par-
ticularly strong at 10th (see the 5th pillar in Table 1),
driven in large part by healthy initial public offerings
(IPO) and securitization activity, while a relatively low
40th in terms of access to its equity markets (as can be
seen in its country profile contained in Part 2 of this
Reporf). Why hasn’t Russia been able to translate robust
financial intermediation into economically vital access
to capital? More detailed exploration of this question
may help inform priorities for reforms within its finan-

cial system.

Financial depth versus access

Intriguing variations in country performance can also
be seen within the pillars of the Index. One of these
variations occurs with respect to the two main compo-
nents of pillar seven: the size and depth subpillar, which
includes different measures of financial assets as a per-
centage of GDP and the access subpillar, which uses
unique data from the Forum’s Survey to assess how easily
end users can access different forms of capital. Financial
depth, typically expressed as a country’s financial assets to
GDP, is often cited as a measure of the availability of

capital. Yet, from the perspective of economic growth,

what is also important is how easily end users are able to
access this pool of capital.

In Figure 4, country rankings in terms of total
financial assets to GDP are plotted against rankings of
the average of all the access measures in pillar seven. It is
clear from this graph that the degree of access that end
users have to capital is not necessarily a close function
of the financial depth in a given country. Looking at
China, one can see that even though it has a very high
ratio of financial assets to GDP, this has not translated to
enhanced access for end users of capital within the
country, which accounts for its position at the very top
of the scatter plot.

By contrast, Finland and Norway have roughly the
same degree of financial assets as a percentage of GDP,
but score near the very top of the rankings in terms of
financial access, which accounts for their position towards
the bottom of the scatter plot. Given the importance of
capital access to the end users of capital and businesses
that propel an economy, increased understanding of this
result and how to better translate financial depth to
access could lead to new ways to enhance a financial

system’s impact as a driver of economic growth.

Regional analysis

The preceding examples both across and within the pil-
lars of the FDI illustrate the potential to reframe discus-
sion using the broader dimensions of financial develop-
ment. The country profiles contained in Part 2 of this
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Report provide detailed information with which to
undertake this analysis. A summary of highlights drawn
from these profiles is presented below by region.

EUROPE AND NORTH AMERICA

The United States takes 1st place in the FDI, driven
by its strong showing across all different aspects of finan-
cial intermediation. Its banks are ranked as the most effi-
cient in the world in areas such as bank concentration,
interest rate spread and operating margins. Similarly, its
financial markets emerge as best-in-class overall, with
strength across the breadth of equity and bond markets,
foreign exchange and derivatives. Non-bank financial
intermediaries such as investment banks and insurance
companies rank very high, particularly in terms of
mergers and acquisitions and securitization activities.
The United States performs well with respect to overall
measures of size, depth, and access, but these are not
quite on par with the performance of its financial inter-
mediaries.

Relatively weaker areas can be seen with respect to
the institutional and business environments within the
United States. The regulation of security exchanges
(24th) and protection of intellectual and property rights
(21st and 17th) prove problematic according to partici-
pants in the Forum’ Survey. Corruption and the regula-
tory burden were also seen as a development area with
the United Sates ranking in the middle of all countries.
A lack of judicial independence and irregular payments
in judicial decisions were seen as obstacles to improved
contract enforcement. The United States, like many
developed countries, received high scores for the liberal-
ization of its domestic financial sector and capital
account, however, this was accompanied by relatively
low scores in areas related to financial stability.
Consistent with the ongoing financial crisis, the United
States ranked a relatively low 25th with respect to the
potential for currency crises and 22nd with respect to
the potential for systemic banking crises. Corporate tax-
ation and infrastructure also emerged as areas requiring
further attention.

The United Kingdom is ranked 2nd overall in
the FDI in a virtual tie with the United States. Its finan-
cial intermediaries are world class with top ranks for
insurance, securitization, and merger and acquisition
activity. The international orientation of its financial
markets earns it top marks with respect to foreign
exchange markets and it ranked first in all measures of
foreign exchange and interest rate derivatives turnover
except one. The country earned third place in the bank-
ing pillar, with efficiency of the sector driving its per-
formance. In terms of capital access and availability, the
United Kingdom outperforms the United States with a
rank of 4th across the FDI country sample. The overall
institutional environment also ranked higher than the

United States with strong marks for corporate gover-
nance and contract enforcement. The efficacy of corpo-
rate boards, shareholder rights, and the strength of audit-
ing and accounting standards distinguishes the United
Kingdom in this area.

As with the United States, key development areas
exist with respect to financial stability. The potential for
a systemic banking crisis (46th) places a drag on the
United Kingdom’s performance in this area. The United
Kingdom also scores relatively low with respect to cor-
porate taxation (30th) and the associated distortionary
effects of taxation and irregular tax payments. The cost
of doing business as seen in the cost of obtaining licens-
es and registering property is also an area that appears to
have room for improvement. The burden of government
regulation (26th) and lack of centralization in economic
policy-making (32nd) also appear to be areas for further
development.

Germany placed 3rd in the rankings by exhibiting
well-rounded performance and a ranking of 10 or high-
er across all seven pillars of the FDI. Consistent strengths
across the institutional and business environments include
a top ranking in auditing and accounting standards (1st),
excellent protection of property rights, a highly effective
judicial system, and high quality infrastructure within
the context of a liberalized yet stable financial system. A
few potential areas for improvement include better pro-
tection of minority and shareholder rights, a lower regu-
latory burden, and improvements with respect to human
capital. Findings with respect to financial intermediation
confirm the historic strength of Germany’s banking sec-
tor but, interestingly, the country also performs equally
well (in fact, slightly better) with respect to both non-
bank financial institutions and financial markets. While
equity markets are ranked 16th, bond markets, deriva-
tives markets and foreign exchange markets are all
ranked within the top 10 in their categories.

France (6th) is similar to the United Kingdom and
the United States in that the strength of its financial
intermediation, particularly that of its non-bank financial
institutions and financial markets, is a key driver of its
relatively high overall ranking (6th). IPO activity (2nd),
M&A activity (4th), and insurance (2nd) are all particular
strengths, as are its derivatives and bond markets (3rd
and 4th respectively). The country appears less successful
across financial system “inputs.” France is ranked a rela-
tively low 20th in terms of financial stability, dragged
down by a very low score with respect to risk of sys-
temic banking crisis (47th). The business environment
also appears to be a weakness with relatively low marks
with respect to taxation and the cost of doing business.
However, there are also some strengths with respect to
the quality of overall infrastructure and management
schools. Excessive regulatory burden appears the weakest
link in France’s institutional environment, as is protec-

tion of shareholder and investor rights.
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Switzerland closely follows France achieving 7th
place due in large part to the size (relative to GDP) and
stability of its financial system. While achieving the top
ranking according to the overall size- and depth-related
metrics, this success does not fully translate into
improved access for end users of capital where the
country ranked 12th. Despite the iconic nature of many
of Switzerland’s banks, the country’s financial markets
were ranked considerably higher, particularly its equity
and foreign exchange markets (4th and 3rd respectively).

The Netherlands makes the top 10 in the overall
FDI ranking with a particularly strong showing in both
the size and depth of its financial system (2nd) and in
the degree of access provided to end users of capital
(3rd). The efficiency of its banking system drags down
its rank for the banking pillar (19th), while it ranks in
the top 10 in terms of its non-bank intermediaries (8th)
and financial markets (9th). Although the cost of doing
business in the Netherlands seems to be relatively high,
the country still demonstrates consistent strength across
its institutional environment, business environment and
the stability of its financial system. Neighboring Belgium
(17th) demonstrates consistency across the seven pillars
with rankings all falling between 16th and 20th place.

Finland (21st), Sweden(13th), and Norway
(15th) do not break into the top 10 in terms of their
overall rank, but they generally all score very well across
the “inputs” or factors, policies, and institutions that sup-
port their financial systems. Particular strengths seen
across all three countries include the quality of human
capital, the soundness of the legal and regulatory envi-
ronment, and the quality of their infrastructure. Yet pre-
eminence in these areas contrasts each country’s per-
formance with respect to financial intermediation.
While Sweden’s financial markets come in at 12th place,
those of Norway and Finland did not score as high.
Nearly all of these countries’ banks and non-bank inter-
mediaries scored relatively low.

The FDI ranks Italy (22nd) the lowest of the
Western European countries as a result of its relatively
weak institutional and business environments and low
rankings in terms of financial stability. Relatively low
performance can be seen across all the components of
these pillars such as soundness of corporate governance,
legal and regulatory issues, and cost of doing business.
Despite these obstacles, the country performs consistent-
ly well in terms of bank and non-bank financial inter-
mediaries and financial markets. However, strength in
financial intermediation does not translate into
enhanced capital access where the country scores a rela-
tively low 34th.

Development advantages for the financial system of
the Russian Federation (36th) can be seen with respect
to non-bank activities such as securitizations (7th) and
IPOs (6th). By contrast, neither its banks nor its financial
markets are highly developed. Its institutional environ-
ment is generally weak, characterized by relatively poor

protection of property rights, lax auditing and accounting
standards, and a heavy burden of government regulation.
Its business environment exhibits better performance in
terms of information technology infrastructure and the
quality of human capital, but the cost of doing business
ranks low at 45th. The Russian financial system also
receives low marks for capital availability and access (48th).

ASIA AND THE PACIFIC

Performance across the Asia and Pacific region varies
markedly with Asian countries coming in at all levels of
the rankings. Japan emerged as the highest ranked Asian
country (4th) by delivering well-rounded performance
across all pillars within the FDI. Its strongest scores are
seen with respect to financial intermediation and in par-
ticular its highly efficient banks, IPO and M&A activities,
insurance, foreign exchange and derivatives markets.
Japan’s institutional and business environments appear
less successful. Corporate governance is a weak point
characterized by a need for greater incentive-based
compensation of management and better auditing and
accounting standards. A relative lack of centralization of
economic policymaking and the need for better regula-
tion of exchanges contribute to lackluster performance
with respect to legal and regulatory issues. Japan’s large
public debt, fueled in part by massive spending on public
works projects, goes beyond levels that may be consid-
ered healthy for the financial system. Consistent with
the high rate of IPO activity, businesses reported a rela-
tive ease of access to the local equity markets. But the
difficulty of access to private credit, loans, and venture
capital places Japan in the bottom half of these measures
of capital access.

Despite some areas of integration with China,
Hong Kong’s financial system is still quite distinct in
many respects. The country scores 2nd place with
respect to its institutional environment with strong per-
formance spanning shareholder rights, a low regulatory
burden, effective regulation of security exchanges, and
rigorous contract enforcement. Similar to the mainland
there appears a relative need to improve the quality of
human capital, however, the country receives high marks
for a non-distortionary tax regime and the high quality
of its overall infrastructure. Its banking system scores
well (5th), driven primarily by the size of its banks. In
contrast to the last place ranking of mainland China,
Hong Kong scores first place with respect to access to
different forms of capital.

Similar to Hong Kong, Singapore (10th) delivers a
very strong performance in the institutional and business
environment pillars with a first place finish in each.

The country has the lowest regulatory burden of any
country in the Index and ranks highest in terms of the
effectiveness of its law making bodies and contract
enforcement. It tops the list of countries in the FDI in
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terms of financial stability while, in contrast, its banking
system is ranked a relatively low 38th resulting in large
part from its relative inefficiency. In contrast, neighbor-
ing Malaysia scores 20th in the Index, with very strong
marks for its banking system across size, efficiency and
financial disclosure. Non-bank financial institutions
delivered less successful results, with relatively low marks
related to IPOs, securitization and insurance. Its fully
liberalized domestic financial sector (1st) stands in con-
trast to the relative lack of liberalization of its capital
account (34th).

Australia falls just short of the top 10 in the over-
all ranking (at 11th place), but delivers solid perform-
ance across all seven pillars of the FDI. Its financial mar-
kets and the associated activities of non-bank financial
institutions (particularly IPOs and securitizations) are a
particular strength. Australia’s banking system does not
achieve quite the same levels of success, dragged down
by low levels of efficiency (35th). Entry restrictions on
banks and rapid real estate appreciation have heightened
susceptibility to systemic banking crises (29th), with rel-
atively low scores for risk of a currency crisis as well
(37th).

Korea, Rep. came in at 19th in the overall FDI
ranking, demonstrating consistent performance across all
aspects of the Index. The country receives strong marks
for the strength of its human capital, the quality of its
technology infrastructure and a low legal and regulatory
burden. The performance of its banking system appears
to be a development advantage both in terms of its size
and efficiency. Non-bank financial institutions are simi-
larly robust, with strength across IPO and securitization
activities as well as insurance. Despite the strength of
these financial intermediaries, Korea, Rep. does not
appear to have fully distanced itself from the financial
contagion of the 1990s, earning relatively low marks for
risk of currency crisis (35th) and systemic banking crises
(40th). However, the degree of centralization in its eco-
nomic policymaking (7th) is seen as a strength.

China is ranked 24th of the 52 countries in the
FDI. Large inflows of capital driven by rapid export-
driven economic growth have promoted the size and
depth of its financial markets. The country ranks 2nd in
terms of M2 to GDP, 4th in terms of bank deposits to
GDP, and 5th in terms of the relative value-added of its
financial institutions to GDP. This financial depth has
increased the size of its banking sector which, in combi-
nation with relatively high levels of banking efficiency,
has bolstered its ranking in this category (16th). China
shows room for improvement across most aspects of its
institutional environment, particularly with respect to
the efficacy of its corporate boards, the liberalization of
its capital account and domestic financial sector, and
shareholder and investor rights. While the cost of doing
business is low, the business environment could be
improved with more focus on the development of
human capital, infrastructure and a more equitable tax

regime. China delivered its worst performance with
respect to measures of access to capital, where it came in
last of all countries in the FDI.

India came in at 31st in terms of its overall rank-
ing. While India delivered solid results in terms of its
financial markets (particularly foreign exchange and
derivatives) and its non-bank institutions, its banks
appear hamstrung by lack of size, low efficiency and
poor information disclosure. Despite this, the banking
system is very stable (5th) likely owing in part to sizable
capital buffers that help it weather credit cycles. The
business environment shows significant room for devel-
opment, characterized by an inhospitable tax regime and
relatively poor contract enforcement. India receives low
marks related to the liberalization of its domestic finan-
cial sector and capital account. The quality of India’s
higher education institutions is apparent as seen in the
high score for the quality of management schools (8th),
but development areas include “brain drain,” the ease of
hiring foreign talent, and enrollment in tertiary schools.

Neighboring Pakistan (34th) comes in a few
notches below India, but demonstrates similar strength
in its financial markets (17th). Its banking system is also
strong, bolstered by very high levels of efficiency (5th).
However, Pakistan’s institutional and business environ-
ments earn very low marks in most areas such as domes-
tic financial sector liberalization and infrastructure.

At 38th, Indonesia shows considerable variation
across the different aspects of its financial system. Its
strong banking system delivers world-class performance
in terms of efficiency (1st).Yet, its non-bank financial
institutions and financial markets rank among the lowest
in the Index (both at 46th). Its relatively strong institu-
tional environment is bolstered by strong corporate gov-
ernance and regulatory effectiveness, but its business
environment ranks as one of the lowest in the FDI
(49th) resulting from poor infrastructure and the high
cost of doing business.

Kazakhstan (45th), the Philippines (48th), and
Vietnam (49th) all scored towards the bottom of the
rankings, demonstrating room for improvement across
all seven pillars of the FDI. All of these countries are in
need of development of their institutional and business
environments, and demonstrate a high degree of risk of
financial instability. Vietnam exhibits relatively higher
strength with respect to its banking system (30th), as
well as capital availability and access (36th). The
Philippines also shows relative strength with respect to
the availability and access of capital (38th).

LATIN AMERICA

A sound institutional and business environment is a key
driver of Chile’s place as the highest ranked Latin
American country on the Index (30th). Liberalization
within the context of a sound legal and regulatory
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environment has been a key driver of the country’s eco-
nomic growth and also contributes to the success of its
financial system. The efficacy of corporate boards (12th)
and protection of shareholder rights (1st) foster strong
corporate governance, while sound regulatory manage-
ment of securities exchanges (12th) and a low overall
regulatory burden contribute to the country’s successful
regulatory environment. Chile has yet to fully translate
its success in these fundamental aspects of its financial
system to high-performing financial intermediaries and
markets. Healthy stock market capitalization (16th) is
compromised by relatively low turnover (43rd). Chile is
closely followed by Panama (32nd) in the overall rank-
ings, which delivers relatively consistent performance
across the main pillars of the Index. The exception is
financial stability (49th), where it earns low marks for
risk of currency and sovereign debt crises.

While Brazil’s (40th) institutional environment
ranks on par with the country’s overall score, the coun-
try achieves low marks for a high legal and regulatory
burden and an ineffective political environment. Reelative-
ly stronger scores for its non-bank financial institutions
and financial markets contrast the weak position of its
banks, which received the lowest possible rank due to
their lack of size and low measures of efficiency.

Mexico ranked 43rd in terms of its overall score on
the FDI. The country appears to have left the financial
turmoil of the mid 1990s well behind, achieving its
highest score across the seven pillars in financial stability
(27th). While exhibiting some strength with respect to
securitizations and foreign exchange, the country gener-
ally does not exhibit very strong performance with respect
to its financial markets (45th), banks (49th) or non-bank
intermediaries (38th). The quality of education under-
pinning the development of human capital detracts from
the business environment, as does the cost of doing
business. Relatively weak auditing and accounting stan-
dards and the inefficacy of corporate boards contribute
to low marks for corporate governance (43rd).

Argentina (47th) has not fully escaped the legacy
of the 2001 financial crisis, scoring very low marks for
financial stability (50th) and a scarcity of capital evident
in the size and depth of its financial markets (43rd). The
country ranked second to last in measures of capital
access (51st). However, development areas for Argentina
exist beyond the short-term implications of financial
crises, since it scores generally low marks across its insti-
tutional and business environments. Low scores on the
legal and regulatory front include a high burden of gov-
ernment regulation, poor property protection and a
political environment marked by a low level of trust.
Argentina’s tertiary and management education is an
advantage. However, a distortionary tax regime, among
other factors, compromises the country’s business envi-
ronment. Despite these shortcomings, signs of strength

in financial intermediation can be seen with respect to

securitization activities and insurance (12th and 29th
respectively).

Colombia (44th), Peru (46th) and Venezuela
(52nd) round out the bottom of the rankings for Latin
American countries on the FDI. All of these countries
suffer from poor business environments and undevel-
oped financial markets. Venezuela was ranked last for its
institutional environment, due to weak protection of
property rights, highly burdensome government regula-
tion and obstructive involvement in the financial sector.

MIDDLE EAST AND NORTH AFRICA

The United Arab Emirates (16th) achieves the high-
est ranking of all Middle Eastern countries in the FDI,
displaying a varied performance across the different ele-
ments of its financial system. Its highly efficient banking
system (Ist) contrasts with poor financial information
disclosure (48th). UAE’ business environment is
strengthened by a highly favorable, non-distortionary tax
regime (1st), but is hamstrung by the relatively low
quality of training and education underpinning the
development of human capital. The institutional envi-
ronment benefits from a low burden of government reg-
ulation (5th), but the country scores low marks for cor-
porate governance dragged down by ineftective corpo-
rate boards and a lack of incentive-based compensation.
Access to capital is a strong point, particularly to tradi-
tional forms of financing such as private credit (5th) and
loans (6th).

Israel delivers consistent performance across all the
FDI measures to achieve its ranking of 23rd. Its institu-
tional and business environments are generally a strong
suit, while the risk of currency crises pulls down its
ranking for financial stability (30th). The quality of
human capital and a robust information technology
infrastructure contribute to its generally favorable busi-
ness environment. Israel’s banks are relatively large but
inefficient (43rd), and its financial markets generally less
developed (33rd). The availability of venture capital (5th)
helped deliver a solid score for capital access.

Like the other Gulf countries, Kuwait (26th) offers
a highly favorable tax regime that is enhanced by a
low cost of doing business. Its equity markets are well
developed for a country of its size. However, as with
Saudi Arabia, this factor does not translate to successful
non-bank intermediaries, which captured the lowest
score on the FDI. Its banks are efficient. Similar to the
United Arab Emirates, they have low levels of financial
disclosure. Bahrain placed two places below Kuwait,
but shows significant advantages in terms of the quality
of its institutional environment, including a fully liberal-
ized domestic financial sector (1Ist). Its taxes are low and
non-distortionary, but the relatively poor quality of
human capital proves a disadvantage for the business

environment.
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Like the United Arab Emirates, Saudi Arabia
(27th) achieves high marks for the stability of its financial
system (3rd). The country’s favorable tax regime is an
asset to its business environment, but this success is offset
by the relatively low quality of human capital (42nd)
and infrastructure (35th). Saudi Arabia’s well-capitalized
stock markets are active, but its non-bank financial
intermediaries are weak, particularly with respect to
M&A activity, securitization and insurance. Saudi
Arabia’s active stock exchange does not appear to trans-
late to a high degree of access to the equity markets for
end users of capital (40th).

Egypt scores 37th on the overall FDI, and most of
its scores across the different Index measures are banded
relatively closely around this value. Development disad-
vantages can be seen with respect to financial stability
(47th), corporate governance (46th), and access to capital.
While there is a low regulatory burden for the financial
sector, the country’s domestic financial sector remains
among the least liberalized in the Index (46th).

SUB-SAHARAN AFRICA

Only two countries from Sub-Saharan Africa are includ-
ed in the Index this year.

South Africa (25th) achieves solid performance
across most of the pillars in the Index. Its insurance mar-
kets are highly evolved with a high degree of penetration
and healthy growth in premiums. It banks are efficient
and equity markets have a very high level of capitaliza-
tion as a share of GDP (3rd). Its information technology
infrastructure generally scores quite low compromising
the quality of its business environment. The quality of its
human capital is also quite low particularly in terms of
the quality of math and science education, tertiary
enrollment, and ease of hiring foreign labor.

Nigeria ranks 50th in the FDI dragged down by
low rankings particularly in terms of capital availability
and access and financial intermediation. While the coun-
try shows some relative strengths in the areas of contract
enforcement (33rd) and corporate governance (41st),
this was contrasted by a last place showing in its business
environment. While a bright spot would appear to be
the stability of its banking sector it is important to note
the inherent trade-oft in stability and financial returns
and innovation described in greater detail in chapter 1.3
of this Report. A banking system that is highly regulated
and characterized by a high degree of government
involvement can be highly stable but lacking in the
innovation and competitiveness that can promote better

diversification of risk and allocation of capital.

Conclusion

The regional summaries above relate only highlights,
and users of this report are urged to explore the richness
of data in the country profiles and data tables that fol-
low. The data that are included are comprehensive but
by no means exhaustive. In making difficult decisions
about the selection and organization of data that best
proxy for the most important factors in the develop-
ment of highly complex financial systems, trade-ofts had
to be made. However, we feel the benefits of providing a
comprehensive framework to assess and compare financial
systems justify the effort behind this Report. It is our sin-
cere hope that the information it contains will further
the potential for global financial systems to bring finan-
cial resources to those who most need them and to
become an even more powerful facilitator of human

endeavor.

Notes
1 Schumpeter held that financial intermediaries select the firms that

utilize an economy’s savings. More formally, his view stipulated
that financial intermediaries tend to adjust the process of savings
allocation rather than alter the savings rate itself. Thus,
Schumpeter's notion of finance and development focuses on the
effect of financial intermediaries on productivity growth and the
rates of technological change.

2 For a detailed review of the literature on finance and growth, see
Levine 2004.

3 Levine 1997.

4 La Porta et al. 1997, 1998, 1999; Levine 1998, 1999; and Barth et
al. 1999.

5 Bekaert et al. 2005 also held explicitly that reforms that strengthen
a country’s legal environment and investor protection are most
likely the true cause for better growth prospects.

6 La Porta et al. 1997; King and Levine 1993.
7 Schleifer and Vishny 1997.

8 Tavares 2002.

9 Galor and Zeira 1993.

10 Fitzgerald 2007.

11 See Grilli and Milesi-Ferretti 1995; Kraay 1998; Rodrik 1998; and
Edison et al. 2002a for findings related to the positive relationship
between liberalization and growth. The works of Quinn 1997;
Klein and Olivei 1999; and Quinn and Toyoda 2003 support the
relationship. Research presented in Edison et al. 2002b; Chandra
2003; and Arteta et al. 2003 found the relationship to be ambigu-
ous.

12 Ito and Chin 2007.

13 Levine 1997.

14 Qutreville 1999.

15 Barro 1991.

16 Beck 2006.

17 Loayza and Ranciere 2002.

18 Barth et al. 2004. The concept of fewer restrictions is represented
in terms of lower barriers to bank entry and fewer restrictions on
bank activities.

19 That such channeling and efficient allocation occurs is empha-
sized based on two premises: (1) financial intermediaries provide
liquidity; and (2) financial intermediaries are capable of altering the
riskiness of assets. Claus and Grimes 2003.
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20 Gerschenkron 1962 in addition to others assert that banks finance
growth in a more effective and efficient way as compared to mar-
ket-based systems, particularly in underdeveloped economies
where non-bank financial intermediaries are generally less sophis-
ticated.

21 Rajan and Zingales 2001.
22 Levine 1997, 2001.

23 If foreign ownership of banks is not permitted, it might be a
reflection of a weak and inefficient banking system that is requir-
ing protection from international competition. Adrianova et al.
2006.

24 Beck et al. 2003.

25 Barth et al. 1999.

26 Demirglc-Kunt and Levine 2001.
27 Noyer 2006.

28 Lin 2007.

29 Carmichael and Dissou 2000.

30 Vittas 1998.

31 Levine and Zervos 1996 employed several indicators for stock
market indicators spanning size (market capitalization ratio) and
liquidity (stock market turnover and stock market value traded
both as shares of GDP).

32 Arestis et al. 2001. http://www.accessmylibrary.com/coms2/sum-
mary_0286-10601330_ITM.

33 Demirgli¢c-Kunt and Levine 2001.

34 Fink et al.2003.

35 http://imf.org/external/np/speeches/2007/082207.htm.
36 Goldsmith 1969.

37 Ito and Chinn 2007.

38 Fitzgerald 2007.

39 Khan et al. 2003.

40 Levine 2004.

41 M2 refers to an assessment of the amount of money in coins,
currency, checking accounts, savings accounts and deposits.

42 Beck et al. 2005.
43 Browne and Geiger 2007.

44 The following formula was used to adjust for such variables.

6 x (country score — sample minimum) .7

(sample maximum — sample minimum)
45 The average score for the legal and regulatory environment was
4.14.

46 The following formula was used to adjust the values of the two
liberalization indexes:

Index; x (legal and regulatory issues score)
i

(average legal and regulatory issues score)

Where i is both the domestic financial sector liberalization index
and the capital account liberalization index.
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Appendix A: Structure of the Financial Development Index 2008

This appendix presents the structure of the Financial
Development Index (FDI).

The numbering of the variables matches the num-
bering of the data tables. The number preceding the
period indicates to which pillar the variable belongs
(e.g., variable 1.01 belongs to the first pillar).

The hard data indicators used in the FDI are nor-
malized on a 1-to-7 scale in order to align them with
the Executive Opinion Survey’s results.! The Technical
Notes and Sources at the end of this Report provide
detailed information on all the hard data indicators.

The percentage next to each subpillar represents
this subpillar’s weight within its immediate parent pillar.
The computation of the FDI is based on successive
aggregations of scores, from the variable level (i.e., the
lowest level) all the way up to the overall FDI score
(i-e., the highest level), using the weights reported
below. For example, the score a country achieves on the
bond market development subpillar comprises 30 per-
cent of the country’s financial markets pillar (the 6th
pillar) score. Likewise, the score a country achieves in
the 5th pillar accounts for 14.29 percent of the FDI
score.

A dynamic weighting regime removes individual
variables from the subpillar and pillar calculations when
no data are present. The weight normally attributed to a
particular variable will be spread among variables for
which data are present. Therefore, the actual weight for

each variable by country may not exactly be as noted.

Weight (%) within

1st pillar: Institutional environment.................. 14.29%

A. Capital account liberalization index............ 20.00%
1.01 Capital account liberalization

B. Corporate governance .............cccceeeeeereeensnnnn 20.00%
1.02 Extent of incentive-based compensation
1.03 Efficacy of corporate boards
1.04 Reliance on professional management
1.05 Willingness to delegate
1.06 Strength of auditing and accounting standards
1.07 Shareholder rights index
1.08 Ethical behavior of firms
1.09 Protection of minority shareholders’ interests

C. Legal and regulatory issues ............cccceeueenne 20.00%
1.10 Burden of government regulation
1.11  Centralization of economic policymaking
1.12  Regulation of security exchanges
1.13  Property rights
1.14 Intellectual property protection
1.15 Diversion of public funds
1.16  Public trust of politicians

D. Contract enforcement.............ccccrverierinennen. 20.00%
1.17 Effectiveness of law-making bodies
1.18 Judicial independence
1.19 Irregular payments in judicial decisions
1.20 Number of procedures to enforce a contract
1.21 Time to enforce a contract
1.22  Cost of enforcing contracts
1.23  Strength of investor protection
1.24  Time to close a business

E. Domestic financial sector liberalization...... 20.00%
1.25 Domestic financial sector liberalization

2nd pillar: Business environment.. .14.29%

A. Human capital .........cccoceriienieniincnneesessens 25.00%
2.01 Quality of management schools
2.02 Quality of math and science education
2.03 Extent of staff training
2.04 Local availability of specialized research and training
services
2.05 Brain drain and ease of hiring foreign labor
2.06 Tertiary enrollment

2.07 lIrregular payments in tax collection
2.08 Distortive effect on competition of taxes and subsi-

dies
209 Corporate tax rate
C. Infrastructure .........cccceceeeceeeieercenccsseeseee s 25.00%

2.10 Quality of overall infrastructure

2.11 Quality of telephone/fax infrastructure
212 Internet users

2.13 Broadband Internet subscribers

2.14 Telephone lines

2.15 Mobile telephone subscribers

D. Cost of doing business...........cccccevcvrrvrinennen. 25.00%
2.16 Cost of starting a business
2.17 Cost of dealing with licenses
2.18 Cost of registering property
2.19 Cost to export
220 Costto import
2.21 Cost of enforcing contracts
2.22 Cost of closing a business

3rd pillar: Financial stability

A. Risk of a currency crisis.........ccccccevriieniinennne
3.01 Change in real effective exchange rate
3.02 External vulnerability indicator
3.03 Current account balance to GDP
3.04 Dollarization vulnerability indicator
3.05A External debtto GDP (developing economies)
3.05B Net international investment position to GDP

(advanced economies)
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Appendix A: Structure of the Financial Development Index 2008 (cont'd.)

B. Risk of systemic banking crisis.................... 33.33%

1. Regulation of financial/banking institutions................ 30.00%
3.06 Activity restrictions for banks
3.07 Entry restrictions for banks
3.08 Capital restrictions for banks
3.09 Official supervisory power
3.10 Private monitoring of the banking industry

2. Frequency of crises 20.00%
3.11  Frequency of banking crises
3. Stability Index 30.00%
3.12  Stability Index
4. Appreciation of real estate 20.00%
3.13 Cumulative real estate appreciation
C. Risk of sovereign debt crisis ...........ccecunenne. 33.33%

3.14 Local currency sovereign rating
3.15 Foreign currency sovereign rating

4th pillar: Banks 14.29%

A. SiZ€ INAEX.....coviuiriirieieire s 40.00%
4.01 Size index

B. Efficiency indeX........cccccovovvienciicrscreeneeen, 40.00%

4.02 Efficiency index
4.03 Public ownership of banks

C. Financial information disclosure.................. 20.00%
4.04 Public credit registry coverage
4.05 Private credit bureau coverage
4.06 Credit Information Index

5th pillar: Non-banks 14.29%

A. IPO aCtiVity.....ccooeeereeeeeserse e 25.00%
5.01 IPO market share
5.02 IPO proceeds amount
5.03 Share of world IPOs

B. M&A actiVity ......cceeveerverrirreesreesesseesee e 25.00%
5.04 M&A market share
5.05 MA&A transaction value to GDP
5.06 Share of total number of M&A deals

C. INSUFANCE .....ocveeeeereerereres s 25.00%
5.07 Insurance premiums, direct
5.08 Insurance density
5.09 Real growth of direct insurance premiums
5.10 Insurance penetration
5.11 Relative value-added of insurance

D. Securitization..........cccoeeeerrcieesienecee e 25.00%
5.12  Securitization to GDP
5.13 Share of total number of securitization deals

6th pillar: Financial markets...........ccocoeeereureunnen. 14.29%

A. Foreign exchange markets.............ccccovunene 20.00%
6.01 Spot foreign exchange turnover
6.02 OQutright forward foreign exchange turnover
6.03 Foreign exchange swap turnover

B. Derivatives markets ...........cccoceerceerienrensennnn 20.00%
6.04 Interest rate derivatives turnover: Forward rate
agreements

6.05 Interest rate derivatives turnover: Swaps

6.06 Interest rate derivatives turnover: Options

6.07 Foreign exchange derivatives turnover: Currency
swaps

6.08 Foreign exchange derivatives turnover: Options

C. Equity market development...............ceeuune 30.00%

6.09 Equity market turnover
7.05 Stock market capitalization to GDP?
D. Bond market development ............ccccurrnunn 30.00%
6.10 Private-sector bonds to GDP
6.1 Public-sector bonds to GDP3
6.12 International bonds to GDP

Tth pillar: Size, depth, and access.........c........... 14.29%

A. Size and depth..........ccoocrrienerierrereeeenes 66.67%
7.01 M2to GDP
7.02 Private debt to GDP
7.03 Public debt to GDP
7.04 Bank deposits to GDP
7.05 Stock market capitalization to GDP
7.06 Relative value-added of financial institutions to GDP
7.07 Private credit to GDP
7.08 Stock market value traded to GDP

B. ACCESS.....oiiireireiriieeee e 33.33%
7.09 Financial market sophistication
7.10 Venture capital availability
7.11 Ease of access to credit
7.12 Ease of access to local equity market
7.13 Bank branches
7.14 Ease of access to loans

Notes

1 The standard formula for converting hard data is the following:

(country score — sample minimum)

6 x + 1

(sample maximum — sample minimum)

The sample minimum and sample maximum are, respectively, the
lowest and highest country scores in the sample of countries cov-
ered by the FDI. In some instances, adjustments were made to
account for extreme outliers. For those hard data variables for
which a higher value indicates a worse outcome (e.g., Frequency
of banking crises, Entry restrictions for banks), we rely on a nor-
malization formula that, in addition to converting the series to a 1-
to-7 scale, reverses it so that 1 and 7 still correspond to the worst
and best possible outcomes, respectively:

_g x _lcountry score — sample minimum)

(sample maximum — sample minimum)

2 Stock market capitalization to GDP is used in both the sixth and
seventh pillars and is referred to by the number 7.05 in each
instance.

3 The normalization formula for some data is adjusted to make the
scale non-monotonic. In these instances, the highest normalized
score is assigned to the raw score at the 60th percentile of the
data, with lower scores assigned as deviations of values from this
score increase.
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CHAPTER 1.2 The operation of the formal financial system is profoundly
important for economic growth and poverty alleviation.
- It influences how many people are hungry, homeless,
Flnancel GrOWthl and the Poor and in pain. It shapes the gap between the rich and the
poor. It arbitrates who can start a business and who can-
ROSS LEVINE, Brown University and NBER not, who can pay for education and who cannot, who
can attempt to realize one’s dreams and who cannot.

Finance affects the degree to which economic success

1.2: Finance, Growth, and the Poor

and opportunity are defined by talent and initiative or
by parental wealth, racial identity, and social status.

A considerable body of evidence indicates that the
formal financial system affects aggregate economic
growth.! Recent research has employed different econo-
metric methodologies and data sets in producing two
core results. First, countries with better-developed finan-
cial systems tend to grow faster. Specifically, countries
with (1) large, privately owned banks that funnel credit
to private enterprises and (2) liquid stock exchanges
tend to grow faster than countries with corresponding
lower levels of financial development. A country’s level
of banking development and stock market liquidity each
exert an independent, positive influence on economic
growth. Second, better-functioning financial systems
boost growth by enhancing the efficiency of resource
allocation, not by increasing savings rates. In particular,
financial development makes it easier for the best firms

to obtain external finance, which accelerates economic 27
growth. o

This paper focuses on the poor. Finance might help
the poor by expanding the overall economy. Economic
growth might lead directly to a reduction in poverty. Or
finance might accelerate growth by disproportionately
benefiting the rich without expanding the economic
opportunities of the poor. In other words, financial
development might increase income inequality. A small,
but growing, body of evidence, however, suggests just
the opposite: financial development boosts growth by
disproportionately benefiting the poor.

I stress the formal financial system, which includes
banks, securities markets, and the full range of institutions
covered in standard finance textbooks. I largely ignore
micro-credit programs and informal systems, which
have received considerable attention by development
economists. At one level, there is no need to distinguish
between formal and informal financial arrangements.
Financial development includes contractual and institu-
tional arrangements that lower transaction and informa-
tion costs associated with evaluating and monitoring
of projects and managing risk. It does not matter who
provides these services. At another level, there are practi-
cal reasons for focusing on formal systems. First, all

countries have extensive laws and regulations governing

This paper builds on and borrows heavily from the author’s Maxwell Fry
Global Finance Lecture at Birmingham Business School on September
14, 2007, which is forthcoming in The Manchester School as "Finance
and the Poor.”
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formal financial systems, so this seems to be a natural
place to examine the impact of financial policies on the
poor. Second, when informal financial arrangements
become economically substantive at a national level,
these arrangements are moved under the umbrella of
formal regulations. Consequently, I focus on the role of
formal financial systems—and formal financial sector
policies—in affecting poverty and the economic oppor-
tunities of the poor.

What is poverty?

I use three related definitions of poverty. Development
economists frequently define the poverty line as those
living on less than one dollar per day, though it is
becoming increasingly common to use a line of two
dollars per day. In the European Union and the United
States, essentially nobody lives on less than two dollars
per day, so analysts create different poverty lines. While
somewhat arbitrary, the poverty line is useful. It identi-
fies how many people are living in conditions that a
particular society at a particular time finds abhorrent.
Once measured, society has a quantifiable metric of
people living in unacceptable conditions.

Nevertheless, the poverty line provides only a limit-
ed conception of poverty. It implies that there are no
poor people if everyone is above the line. This misses
relevant qualities of what we mean by poverty. Everyone
might be above the poverty line, but the distribution of
income might be highly skewed. Everyone might be
above the poverty line, but many might be stuck at the
bottom with few opportunities to improve their living
standards. The poverty line ignores income distribution
and the degree of economic opportunity.

Consequently, I also consider income distribution,
which measures comparative poverty. It quantifies how
much of an economy’s income goes to the poorest 10
or 20 percent of the population. It gauges how far each
country lies from perfect income equality each year. It
does not, however, measure hunger, disease, or homeless-
ness. Nevertheless, the distribution of income provides
information on a relevant conception of poverty.

We as economists care about income distribution
because we as people care about income distribution.
Many studies suggest that an individual’s welfare depends
on comparative income, not simply on the individual’s
income. If the operation of the financial system influ-
ences income distribution, this will affect social welfare
beyond poverty considerations. Thus, financial policies
should be judged in terms of their distributional effects,
not simply their aggregate efficiency eftects. Indeed, I
will make the more provocative claim that financial
policies primarily reflect battles over income distribution,
not disagreements about efficiency.

The third definition of poverty stresses economic
opportunity. This concept is the most difficult to measure
empirically, but it is typically the most central in theory

and public policy debates. One might define the poor as
those whose economic opportunities are severely limit-
ed by parental wealth, race, religion, or other traits.
Comparatively talented and industrious individuals may
face extraordinary obstacles because their parents lack
resources or other characteristics. The role of finance in
shaping economic opportunities has not yet received
much attention in empirical studies of finance and the
poor. Below, I present preliminary empirical work on
the connections between finance and racial discrimina-

tion, which provides some information on finance and

opportunity.

Theory

Financial market imperfections are a keystone of many
influential theories of persistent poverty. What I mean
by a keystone is that financial market imperfections are
necessary for sustaining a persistent class of families who

remain poor across generations.

Implications

In these theories, perfect financial markets imply that
individuals have access to capital to fund education,
training, or business endeavors based only on individual
talent and initiative, not on parental wealth. And in these
theories, perfect financial markets equalize opportunities
by reducing the importance of parental wealth. From
this perspective, financial development might exert a
disproportionately positive influence on the poor. Even
while holding the median level of income constant,
financial development can pull the left part of the distri-
bution of income to the right (i.e., it can increase the
proportional distribution to the less wealthy). Further-
more, in some of these theories, better-functioning
financial markets imply a more efficient allocation of’
resources, spurring economic growth and hence reduc-
ing the fraction of the population living below any arbi-
trary poverty line. Financial development might reduce
poverty by accelerating aggregate economic growth while
holding income distribution constant. Finance can push
the whole distribution to the right. Thus, researchers
need to dissect the channels linking finance and financial
sector policies with the fraction of the population living
below the poverty line, the distribution of income, and
the distribution of economic opportunities facing differ-
ent segments of the economy.

Basic framework

To better appreciate the mechanisms linking finance and
the intergenerational persistence of poverty, consider
that the income of a particular generation of a particular
family depends on four things: the level of human capital
in that generation of the family; the wage rate per unit
of human capital, which might be family-specific as I
discuss below; dynastic wealth in this family and genera-

tion; and the return on assets, which may also vary by
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family, as discussed below. With this simple framework, it
is easy to see that if the bequest motive that transfers
savings from one generation to the next is positively
related to parental wealth, so that the bequest rate increases
with wealth, then (1) family wealth across generations
will not converge in the steady state, (2) wealth differ-
ences will persist in the long run, and (3) the long-run
distribution of wealth will depend on the initial distri-
bution of wealth.

Human capital accumulation

Next, consider human capital as being a positive function
of both ability and schooling. Further, assume that ability
and schooling are complementary inputs into the pro-
duction of human capital, so that schooling is particular-
ly beneficial for students of greater ability. Also, existing
evidence suggests that ability is not strongly persistent
across generations within a family—that is, there are not
simply intelligent and unintelligent families.

Thus, to promote economic efficiency, highly capa-
ble children should receive lots of schooling. With perfect
capital markets, the economy achieves social efficiency.
People who can best take advantage of higher education
get schooling irrespective of parental wealth, so that
schooling is simply a function of ability. An individual’s
economic opportunities are determined by his or her
abilities.

With imperfect capital markets, however, schooling
is jointly determined by ability and parental wealth. Less
capable children of wealthy parents get relatively too
much education. Very capable children of economically
disadvantaged parents get too little. This occurs because
the smart poor cannot borrow to purchase education,
while less capable children from wealthy backgrounds
have the means to purchase more than is socially optimal.
The underdeveloped financial system has two effects.
First, it increases the cross-generational persistence of
poverty, so that the poor tend to stay poor and rich tend
to remain rich. Second, financial underdevelopment
slows economic growth since resources (education
opportunities) do not flow to where they will have the
biggest returns.

Thus, imperfect loan markets both slow economic
growth by reducing the efficient allocation of resources
and curtail the economic opportunities of the poor, per-

petuating cross-family relative income differences.

Entrepreneurship

Some theories highlight the role of financial market
frictions in determining who can become entrepreneurs
and who cannot. With perfect capital markets, those
with the most entrepreneurial talent have access to the
required funding at the economy-wide interest rate.
Entrepreneurial activity is a function of entrepreneurial
ability, not familial wealth. Furthermore, society’s
resources are funneled to those with the most talent, not
to those with the most assets.

With imperfect capital markets, however, capital
will not simply flow to individuals with the most entre-
preneurial talent. With capital market imperfections,
lenders will demand collateral and large injections of
capital by the entrepreneur before funding a business
endeavor. Thus, the accumulated assets of a family will
influence the ability of that family to attract outside
funding and to open a business. The rate of return on
savings depends positively on both entrepreneurial abili-
ty and familial assets.

With poorly functioning financial markets, society’s
resources are not funneled only to those with the most
talent. A poor person with a great idea might not be
able to get the project funded, while a wealthy person
with a mediocre idea might have easier access to credit.
Thus, the best projects are not necessarily funded, which
slows economic growth. Moreover, the talented poor
cannot realize their dreams, curtailing the economic
opportunities of large segments of society. Finance exerts
a major influence on both aggregate economic growth
and the cross-generational persistence of poverty.

Discrimination

Finally, consider the wage rate. It is common to think of
the wage rate per unit of human capital as not varying
across individuals. However, employers might discrimi-
nate by particular characteristics, such as race. For exam-
ple, blacks with exactly the same skills as whites might
receive lower wage rates because employers are willing
to lose some profits in order to satisfy their preferences
for hiring only white workers. Discrimination might
contribute to the intergenerational persistence of relative
incomes across different groups.

Becker (1957) argues that discrimination is cheaper
when there is little competition. When an owner is
earning large rents, the marginal cost of hiring a more
expensive white worker rather than an equally produc-
tive and less expensive black worker is not a very large
share of the profits. With more intense competition and
smaller profit margins, the cost of discrimination
increases. Thus, competition reduces discrimination in
wage rates and employment.

Financial policy reforms fit comfortably within
Becker’s theory of discrimination. Some financial sector
reforms will spur financial intermediaries to expend
more resources seeking out the best firms rather than
simply granting credit to incumbents. For example, if a
bank has a monopoly, it might lend comfortably to
those with whom it has a long, multidimensional rela-
tionship. There might be other existing or potential firms
with better ideas, but the bank can earn comfortable
profits by lending to its friends. If this bank’s monopoly
position is threatened by regulatory reforms that expose
the bank to more competition, however, the intensified
competition might weaken longstanding bonds between
the bank and firms. Competition might spur the bank
to screen borrowers more carefully. In turn, firms will
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compete more intensively to attract bank capital. Firms
will have to demonstrate their superiority in product
markets to attract bank capital. In this way, intensified
competition in banking intensifies competition through-
out the economy, which makes discrimination more
expensive. As a consequence, financial sector reforms
that improve the allocation of capital and intensify com-
petition will tend to reduce discrimination, driving up
the wages of the disadvantaged and expanding their

opportunities.

Alternative views and discussion

Theory does not unambiguously assert that the financial
system exerts a first-order, positive impact on the poor.
Indeed, if the poor are simply excluded from access to
financial services, improvements in the financial system
will help only the rich. Financial development might
not provide a broad array of new and improved financial
services to the poor; financial development might only
improve financial services for the rich who were already
using financial services. Thus, financial development
might increase both the inequality of outcomes and the

inequality of opportunities.

Evidence

On the evidence, I summarize three of my papers that
address the different conceptions of poverty: those living
below a poverty line, the distribution of income, and
economic opportunity. By choosing to discuss my
papers, I am not suggesting that my work is the best in
this area. Rather, I have a comparative advantage in pre-
senting my research. I emphasize weaknesses in these
analyses and urge others to improve the study of how
formal financial institutions and policies affect poverty.

Cross-country evidence
Beck et al. (2007) examine the relationship between
financial development and the fraction of the population
living on less than a dollar a day. For a cross-section of
up to 68 developing economies, we use data on poverty
averaged over the period 1980-2005.Thus, we use one
observation per country. We average over this long time
period to aggregate away any business cycle fluctuations
or crises that might distort our assessment of theories,
which focus on the long-run relationship between the
operation of the financial system and changes in the
fraction of the population living below the poverty line.
In defining financial development, theory focuses
on what the financial system does. The financial system
ameliorates informational problems before investments
are made; it affects corporate governance by reducing
informational problems after investments are initiated; it
facilitates risk diversification and reduces liquidity risk
by lowering transaction costs; and it directly affects the
ease of exchange through both information and transac-

tion costs. Obviously, some financial systems perform

the functions comparatively better than others. Poorly
functioning financial systems do not effectively reduce
information and transaction costs, they do not efficiently
allocate resources, and they frequently encourage crony-
ism in the flow of credit. Other financial systems are
better at providing these financial services to the econo-
my. Difterences in the ability of financial systems to
identify good projects, monitor firms, diversify risk, and
ease transactions are what I mean by the level of finan-
cial development.

The empirical proxies for financial development,
however, do not directly measure these concepts. A
common measure of financial development is the vari-
able private credit, which equals the value of credit going
to privately owned firms as a fraction of a country’s
gross domestic product (GDP). Private credit isolates the
intermediation of credit that goes to private firms, and it
excludes credit flowing to the state or the state-owned
enterprises. Nevertheless, private credit is not a direct
measure of overcoming information or transaction costs
to improve credit allocation, corporate governance, and
risk management. The value added of improving our
measures of the level of financial development is much
greater than the value added of improving the econo-
metric methods used to examine the impact of finance
on the economy.

The evidence is quite clear: as financial develop-
ment increases, poverty decreases. This holds even when
controlling for average growth, initial income, initial
poverty, and the full range of country traits mentioned
above. It is worth emphasizing that the negative rela-
tionship between financial development and poverty
alleviation holds when controlling for average growth.
We are not simply finding that finance accelerates eco-
nomic growth, which helps the poor. We are finding
that finance exerts a disproportionately positive influ-
ence on the poor.

Beck et al. (2007) also examine income inequality.
Since the data on income inequality run from 1960 to
2005 for 72 countries, we use a dynamic panel instrumen-
tal estimator to control for potential endogeneity bias.

There is a strong negative relationship between the
level of financial development and income inequality.
Finance exerts an especially positive impact on those at
the bottom of the distribution of income. These results
are also not definitive. The measure of financial develop-
ment is not closely tied to theory. The study does not
examine policy; rather, it examines a proxy for overall
financial development that reflects many factors. Future
work that develops better measures of financial develop-
ment and uses exogenous innovations in particular policy
changes will substantively improve our understanding.

Deregulation across the United States

Beck et al. (2008) test whether a policy reform that
improved the quality of banking services increased,
decreased, or had no effect on the distribution of
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income. Individual states within the United States
removed regulatory prohibitions on opening branches
within state boundaries in different years over a 20-year
period, ranging from the mid 1970s to the mid 1990s.
We examined the impact of bank deregulation on the
distribution of income, which has been the central battle
line over bank regulations in the United States since the
administration of George Washington.

Methodologically, the deregulation of intra-state
branching provides a natural setting for identifying and
assessing the impact of regulatory reform on the distri-
bution of income. Kroszner and Strahan (1999) show
that national technological innovations triggered dereg-
ulation, which was exogenous to income distributional
changes within individual states. The invention of auto-
matic teller machines (ATMs), in conjunction with
court rulings that ATMs are not bank branches, weak-
ened the geographical bond between customers and
banks. Checkable money market mutual funds facilitated
banking by mail and telephone, which weakened local
bank monopolies. Improvements in communications
technology lowered the costs of using distant banks.
These innovations reduced the monopoly power of
local banks, and therefore weakened their ability and
desire to fight deregulation. Kroszner and Strahan (1999)
further show that cross-state variation in the timing of’
deregulation reflects the interactions of these technolog-
ical innovations with pre-existing conditions. Thus, the
driving forces behind deregulation and its timing were
largely independent of state-level changes in income
distribution. Consequently, we exploit cross-state, cross-
year variation in income distribution and deregulation
to assess the impact of a single policy change on differ-
ent state economies.

The paper’s major finding is that deregulation of
branching restrictions reduced income inequality. After
controlling for national trends in income inequality, the
Gini coefficient of income inequality drops after bank
branch deregulation.

The negative relationship between branch deregula-
tion and inequality is robust to using different measures
of income distribution, examining different components
of income, controlling for many time-varying state char-
acteristics, and conditioning on state and year fixed
effects. While income inequality widened in the United
States during this period, we show that branch deregula-
tion lowered income inequality relative to this national
trend. The magnitude is consequential: deregulation
explains 60 percent of the variation of income inequality
during the sample period relative to state and year aver-
ages. Furthermore, deregulation reduces income inequality
by exerting a disproportionately positive impact on the
poor, not by hurting the rich.

Again, the analysis has limitations. This study exam-
ines the United States. Do these results hold for other
countries? Furthermore, we study one specific regulato-
ry reform. Do these results hold for other policy

reforms that boost competition among banks? Although
these shortcomings should be addressed, the empirical
results thus far support a class of models predicting that
better-functioning financial systems disproportionately

help the poor.

Discrimination

With Levkov and Rubinstein (2008), I have been exam-
ining whether the intensification of bank competition
reduces discrimination. Here, we use the deregulation of
interstate banking restrictions that were imposed by
individual states as an exogenous increase in competition.
We have data on hundreds of thousands of individuals
across all of the US states for the period 1976 to 2005.

Using standard labor market procedures, we com-
pute the race gap: the difference between the wage rates
of white males and black males after controlling for a
wide array of personal characteristics. The race gap is
the difference between white and black wage rates that
is unaccounted for by observable characteristics. As in
other studies, we find a positive race gap: white wage
rates are above black wage rates when holding other
traits constant. Then, controlling for state and year fixed
effects, we study how this race gap varies with deregula-
tion.

We find that the race gap falls after deregulation.
After controlling for individual characteristics, as well as
state and year fixed effects, the race gap drops by about
20 percent after a state removes restrictions on interstate
banking. More specifically, before a state deregulates, a
white man with identical observable characteristics as a
black man earns 14 percent more than the black man.
After a state deregulates, the race gap falls to 11 percent.
These findings suggest that improving the financial sys-
tem reduces discrimination, expanding the opportunities
of groups that have been disproportionately stuck at the
bottom of the distribution of income.

Concluding remarks
I conclude with two observations about policy.

First, improvements in the financial system can
increase both efficiency and equity. For comparison pur-
poses, consider redistributive policies. Many theories
motivate redistributive policies as a mechanism for de-
linking an individual’s opportunities from familial wealth.
As I mentioned earlier, however, one cannot simply
change the distribution of income and hold everything
else constant. Redistributive policies create disincentives
to work and save, though researchers debate the actual
economic magnitudes of these disincentive effects. These
tensions between efficiency and equity, however, vanish
when focusing on financial sector reforms. Financial
developments that expand individual economic oppor-
tunity create positive, not negative incentive effects, and
avoid the adverse repercussions associated with attempts

to equalize outcomes.
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My second policy observation is that this assessment
of the costs of financial development is too good to be
true. The evidence suggests that improvements in the
financial system accelerate economic growth, while dis-
proportionately helping the poor. This raises an obvious
question: if finance is so beneficial, why do only a hand-
ful of countries have well-functioning financial systems?

I believe the answer is also obvious: some people do
not want well-functioning financial systems that give the
economically disenfranchised greater opportunities.
They do not want to compete on equal terms. For
some, there are huge costs associated with financial
development because well-functioning financial systems
will expose them to greater competition. In the United
States, monopolistic banks and their clients benefited
handsomely for almost a century from bank regulations
that protected them from competition. These banks used
their monopolistic rents to maintain political support for
these regulations. The elite favored protective bank regu-
lations even though these regulations stymied aggregate
growth. Indeed, distributional considerations have domi-
nated debates about financial policies since Alexander
Hamilton and Thomas Jefterson first tangled over the
creation of a national bank.? Similar distributional bat-
tles shape financial policies around the world.> Many
countries do not have well-functioning financial systems
because decision makers do not view it as in their best
interests to create well-functioning financial systems.
Generating financial reforms, therefore, will involve much
more than identifying which financial sector policies are
good for economic growth in general and the poor in

particular.

Notes
1 See, for example, Levine 1997, 2005.

2 See Beck et al. 2008.

3 See Barth et al. 2006.

References

Barth, J., G. Caprio, and R. Levine. 2006. Rethinking Bank Regulation:
Till Angels Govern. London: Cambridge University Press.

Beck, T., A. Demirglic-Kunt, and R. Levine. 2007. “Finance, Inequality,
and the Poor.” Journal of Economic Growth 12: 27-49.

Beck, T., R. Levine, and A. Levkov. 2008. “Big Bad Banks? The Impact
of U.S. Branch Deregulation on Income Distribution.” Brown
University, mimeo.

Becker, G. S. 1957. The Economics of Discrimination. Chicago: Chicago
University Press.

Kroszner, R. and P. Strahan. 1999. “What Drives Deregulation?
Economics and Politics of the Relaxation of Bank Branching
Deregulation.” Quarterly Journal of Economics 114: 1437-67.

Levine, R. 1997. “Financial Development and Economic Growth: Views
and Agenda.” Journal of Economic Literature 35: 688-726.

. 2005. “Finance and Growth: Theory and Evidence.” In
Handbook of Economic Growth, volume 1, eds. P. Aghion and S.
Durlauf. Amsterdam: North-Holland Elsevier Publishers. 865-934.

. 2008. “Finance and the Poor.” The Manchester School,
Supplement: 1-13.

Levine, R., A. Levkov, and Y. Rubinstein. 2008. “Racial Discrimination
and Competition.” Brown University, mimeo.

The Financial Development Report 2008 © 2008 World Economic Forum



CHAPTER 1.3

Financial Crises, Financial
Stability, and Reform:
Supervision and Regulation of
Financial Systems in a World of
Financial Globalization

NOURIEL ROUBINI, New York University and RGE Monitor

The issue of financial stability is central to the assess-
ment of the financial development of a country. The
experience of the last few decades in both emerging
market economies and advanced economies shows the
pervasiveness of financial crises. These crises—signals of
financial instability and the failure of the proper working
of the financial system—have important economic and
financial consequences, and usually lead to severe eco-
nomic contractions—recessions if not depressions—that
may be either short lived or persist over time. If these
real effects persist, the long-run potential and actual
growth rate of an economy may be significantly low-
ered, which has negative eftects on long-term welfare.
Financial crises are also expensive, as they are associated
with significant bankruptcies among households, corpo-
rate firms, and financial institutions, with all the ensuing
social deadweight losses from debt restructurings and
bankruptcies. Financial crises often lead to expensive
government intervention, with ensuing fiscal costs to
bail out distressed borrowers (households, firms, and
financial institutions). These fiscal costs can be very
high—often well above 10 percent of GDP.

Thus, persistent and severe financial instability, as
measured by the pervasiveness and severity of financial
crises, is a signal of failure of the financial system: failure
to properly allocate savings to investment projects and
failure of corporate governance. Of course, in a market
economy, some degree of bankruptcy is a healthy sign of
risk-taking. A financial system so “stable” that no bank-
ruptcy would ever occur would indicate low risk-taking
and diminished entrepreneurship; the lack of risky—but
potentially high-return—investment projects would
decrease long-term economic growth. There is a sub-
stantial difference, however, between occasional bank-
ruptcies of firms, households, or banks—bankruptcies
that are healthy developments in flexible and dynamic
market economies—and a systemic banking or corporate
crisis where a large number of financial institutions or
corporations go bankrupt. In short, a systemic financial
crisis is a sign of the failure of the financial system, the
failure of appropriate risk management, and the failure
of proper corporate governance.

This chapter will analyze the issue of financial
crises, the stability of the financial system, and the foun-
dations of sound regulation and supervision. It starts
with an overview of the many financial crises in advanced
and emerging market economies in the last few decades
and the most recent episode of financial turmoil and
distress in advanced economies’ financial systems. It next
considers the role that asset bubbles and credit bubbles—
and their eventual bust—have in financial crises, and then
debates whether monetary and credit policy should be
used to prevent or control such asset and credit bubbles.
Finally, in light of the recent financial crises in advanced
economies, it discusses the market failures and regulatory
failures that led to this turmoil, and provides an overview
of the basic issues and principles that affect the reforms
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needed to improve the supervision and regulation of the
financial system and make it more stable.

The importance of the stability of the financial system
The issue of financial stability is important because of
the pervasiveness of episodes of financial crises (systemic
banking crises, systemic corporate crises, currency crises,
and sovereign debt crises) that have negative effects on
economic growth and lead to significant losses to
investors. In thinking about financial stability one should
think in terms of a tradeoff between risk and return/
innovation. A financial system that is very heavily super-
vised and regulated may be very stable, but such a con-
trolled system would hamper financial development and
the innovation that allows increased returns, better
diversification of risks, and better allocation of resources
to those investments that provide the highest return.
Conversely, a financial system that is free and innovative
and very lightly regulated and supervised may eventually
become unstable and trigger credit booms and asset
bubbles that, when they fail, or go bust, have severe
effects on growth, returns, and welfare.

Thus, although there is some tradeoft between
the stability of the financial system and its degree of
innovation and sophistication, financial stability is a
crucial input into the process of financial development.
Excessively unstable financial systems—systems that are
prone to repeated and virulent financial crises—are less
likely to develop soundly. For example, repeated banking
crises that cause serious liquidity and credit crunches
severely hamper the process of intermediation that allo-
cates savings to the appropriate investment projects.
Systemic banking crises are themselves a signal that the
allocation of resources was poor in the first place,
exhibiting a misallocation to investments with very low
returns that then triggers financial crisis. Moreover, as
discussed below, financial crises have significant real eco-

nomic and financial costs.

The history of asset and credit bubbles and financial
crises in advanced and emerging market economies
Episodes of asset and credit bubbles followed by finan-
cial crises have a long history that goes back centuries—
as far back as the Renaissance period if not before. Asset
bubbles, manias, panics, and financial crashes are well
documented, starting with the classic work of
Kindleberger.

Financial crises can take various forms. In the
recent history of both advanced and emerging market
economies, these crises can be generally classified

according to the following five categories:

* currency crises that occur when a fixed or semi-
fixed exchange rate regime becomes unsustainable

and the peg, or effective peg, collapses;

sovereign debt crises that occur when a sovereign
government is unable to service its debt obligations
in time and in full, and thus formally or informally
defaults on its debt;

systemic banking or financial crises that occur when
a significant number of financial institutions (banks
or non-banks) become financially distressed and
need to be closed down, merged, or restructured;

systemic corporate crises that occur when a signifi-
cant fraction of the corporate sector is financially

distressed; and

systemic household debt crises that occur when a
large number of households are unable to service

their debts (mortgages and consumer credit).

These crises are often preceded by asset bubbles and
the credit bubbles that feed them. Asset bubbles, which
go as far back as the Dutch tulip-mania of the 17th cen-
tury, occur when an asset price rises above its underly-
ing fundamental value. Of course, it is hard to identify
an asset bubble while it is emerging because a story
about a structural reason for the fundamental increase of
the value of an asset can always be told. Usually it is the
bursting of the bubble that leads, after the fact, to the
recognition that a bubble existed.

Asset bubbles can occur for any financial or real
asset, but recent experience shows that they are perva-
sive in equity markets and in housing and real estate
markets. An asset bubble does not require a credit boom
to develop because expectations of future increases in
the asset price are sufficient to drive a self-fulfilling rise
in price. However, many asset bubbles have been associ-
ated with episodes of easy monetary policy and exces-
sive credit growth.

The perverse interaction between easy money, asset
bubbles, credit growth, and leveraging that feeds asset
bubbles has been observed in many episodes. The initial
trigger for a bubble may (but not necessarily) be a peri-
od of easy money with relatively low real interest rates.
Such a low cost of capital and easy liquidity may lead to
an initial increase in the asset price above its fundamen-
tal value. Since asset purchases are often financed by
credit, the initial increase in the asset prices allows bor-
rowers to borrow more as the asset price rise increases
the value of the collateral that can be used to increase
leverage. With higher asset prices, the collateral value of
borrowing to finance further asset purchases is higher,
with increased leverage allowing additional asset pur-
chases that further increases the collateral that then
allows further borrowing and leveraging, entering into a
vicious circle. This credit boom—driven asset bubble is
the reason why many asset bubbles are associated with
credit booms that become excessive. Thus, easy money

and easy credit may be an initial trigger of a process of
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asset bubbles and excessive leveraging of the financial
system and of the private non-financial sector.

In the mid 1980s in the United States, this credit
cycle fed the investment boom in commercial and resi-
dential real estate that caused a real estate bubble that
went bust in the late 1980s. In the 1990s, the tech and
Internet bubble was in part fed by easy monetary policy
—with the Federal Reserve (the Fed) worrying about
“irrational exuberance” and doing nothing to control
it—and by easy credit conditions that allowed investors
to use leverage to increase their purchases of high-tech
and Internet stocks. In the last decade, the decision of
the Fed to keep the Fed Funds rate too low for too
long (down to 1 percent until 2004), along with loose
regulation of mortgages, created both a credit bubble
and a housing bubble.

Eventually, when shocks lead to a bursting of the
asset bubble and trigger a process of deleveraging, these
unsustainable asset bubbles and credit booms go bust.
The fall in the value of the asset that was backed by
high leverage leads to margin calls that force borrowers
to sell the bubbly asset, which in turn starts to deflate in
value. This fall in the asset value now reduces the value
of the collateral backing the initial leveraged credit
boom. Then, margin calls and the forced fire sale of the
asset can drive down its price even below its now lower
fundamental value creating a cascading vicious circle of
falling asset prices, margin calls, fire sales, deleveraging,
and further asset price deflation. The losses that highly
leveraged financial institutions then face lead to a signif-
icant credit crunch that exacerbates the asset price defla-
tion and leads to lower real spending on capital goods—
consumer durables and investment goods—that may
trigger an overall economic contraction. Thus, delever-
aging and credit crunches have both financial and real
consequences: they trigger financial losses and they can
trigger an economic recession that worsens financial
losses for debtors and creditors.

These cycles of asset bubbles and credit booms fol-
lowed by asset busts and credit crunches and deleveraging
have occurred in most episodes of asset/credit bubbles
and financial crises. The real estate bubble of the 1980s
in the United States ended in the savings and loan
(S&L) thrifts crisis of the late 1980s—after the Fed
tightened policy rates in 1998-89. This eventually
caused a credit crunch that tipped the US economy into
a recession in 1990-91.The high-tech bubble and lever-
aged equity market bubble of the mid-to-late 1990s
went into a bust in 2001 after the Fed’s tightening in
1999-2000; the ensuing collapse of dot-coms, the sharp
fall in real investment by the corporate sector, and the
collapse of high-tech stocks triggered the US recession
of 2001. The ensuing Fed easing, along with poor regu-
lation and supervision of mortgages, triggered another
asset bubble in housing that went bust in 2006 after the
Fed moved the Fed Funds rate from 1 percent up to
5.25 percent. The resulting bust of the housing market,

the subprime mortgage crisis, and the credit/liquidity
crunch and tipped the US economy into a sharp growth
slowdown and likely recession by early 2008.

Although financial crises are not necessarily always
associated with asset bubbles and credit booms that go
bust, frequently such crises do show excessive credit
booms, leveraging, and asset bubbles. Indeed, debt crises
—sovereign debt crises, systemic corporate crises, house-
hold debt crises, and systemic banking crises—are often
preceded by a period when governments, non-financial
corporations, or households borrow too much and
financial institutions lend too much, with poor under-
writing and poor collateral of shaky value. The ensuing
debt crisis caused by an unsustainable debt burden trig-
gers the financial crisis that hits both excessively indebted
borrowers and excessively leveraged lenders.

Asset bubbles, credit bubbles gone bust, and financial
crises of different varieties have been pervasive both
among advanced economies and emerging market
economies for the last few decades. Among advanced
economies, such financial crises and episodes of systemic
risk have occurred in many different countries. In the
United States, the stock market crash of 1987 was a typ-
ical episode of systemic risk; the real estate bubble of the
1980s was followed by the S&L bust and credit crunch
of 1990-91; the long-term capital management crisis
(LTCM) in 1998; the tech bubble of the 1990s was
followed by the tech bust of 2000-01; the housing and
credit bubble of the 2000s was followed by the housing
bust and credit crunch of 2007. Other episodes of
systemic crisis and financial crisis include the Japanese
real estate bubble and equity bubble of the 1980s that
collapsed in 1990 and led to an acute banking and cor-
porate crisis and a severe decade long stagnation during
the 1990s decade; the Scandinavian banking crises of the
early 1990s; the collapse of the fixed exchange rates
within the European Monetary System in 1992-93; and
the German real estate bubble and bust that occurred
after the German reunification in the early 1990s.

Among emerging market economies, the Latin
American sovereign debt crisis that started in 1982 and
led to a decade of lost growth in that region in the
1980s was preceded by excessive sovereign borrowing in
the late 1970s in the form of syndicated medium- and
long-term bank loans. Another cycle of financial
crises—a combination of currency crises, sovereign debt,
banking, corporate and household debt crises—started
in 1994 with the collapse of the Mexican peso currency
peg. The following decade showed a variety of financial
crises in emerging market economies: East Asia
(Indonesia, Korea, Malaysia, Thailand) in 1997-98;
Russia in 1998; Brazil in 1999; Ecuador, Pakistan, and
Ukraine in 1999-2000; Argentina and Turkey in 2001;
Brazil again in 2002; and the Dominican Republic and
Uruguay in 2003. Some of these crises were only cur-
rency crises (Brazil in 1999); some were twin currency
and banking crises (Mexico in 1994-95, Turkey in 2001,
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Uruguay and the Dominican Republic in 2003); some
were triple currency, banking, and corporate crises (East
Asia in 1997-98); and some were currency, banking,
corporate, and sovereign crises (Russia in 1998, Argentina
in 2001) (see Table 1).The eventual trigger in all of
these crises was some combination of macro vulnerabili-
ties (current account deficits and/or fiscal deficits in
some episodes), wrong exchange rate regime (fixed or
semi-fixed exchange rates associated with unsustainable
real appreciation of currencies), and balance sheet
vulnerabilities (currency, maturity, and capital structure

mismatches).

Table 1: Types of recent financial crises

Crisis Currency Banking Corporate Sovereign Household
East Asia (1997-98) X X X

Brazil (1999 and 2002) X

Mexico (1994-95) X X X
Russia (1998) X X X X
Argentina (2001) X X X X X
Turkey (2001) X X X

Ecuador (1999) X X

Ukraine (1999) X

Pakistan (1999-2000) X X

Uruguay (2002) X X

Dominican Republic (2003) X X

Source: Roubini and Setser, 2005.

Financial crises are pervasive phenomena both
among advanced and emerging market economies.
Moreover, in spite of the “great moderation” (a sustained
period of high growth and low inflation) of the last two
decades, financial crises have become more frequent and
more virulent rather than less frequent and less severe.
Paradoxically, such great moderation may have triggered
asset and credit bubbles. Indeed, with low inflation, sus-
tained growth, and lower nominal and real interest rates,
given the loose monetary and credit conditions and the
ability of borrowers to lever up again, the possibility of
asset bubbles and credit booms has increased.

Real and financial costs of asset bubbles and credit
booms

Asset bubbles and excessive credit booms clearly affect
the economy, both on the way up and on the way
down. Even though the precise magnitude of their
impact may be uncertain, monetary policy needs to take
them into account.

If a bursting bubble systematically and appropriately
leads to a sharp monetary easing to prevent the systemic
and real effects of the crash, the view that many crashes
are not costly is irrelevant. In fact, without such a

response, the economic impact of a crash would have
been severe. Indeed those who believe that monetary
policy should not react to rising bubbles also believe that
monetary policy should sharply react to crashing bubbles,
because such bubble bursting would otherwise be highly
costly. Arguing that bubbles are not costly in practice—
after policy has reacted to them—does not imply that
they are not very costly in principle and ex-ante. In
addition, arguing that bubbles are not costly, but that not
reacting to bursting bubbles would be costly, is similarly
illogical.

Moreover, the argument that rising bubbles that
eventually crash are not costly does not seem to be
supported by evidence from advanced and emerging
economies. A number of studies suggest that both credit
and asset price booms and busts can have serious finan-
cial and economic consequences. A decade of experience
with financial crises in emerging market economies
shows that many of these crises are preceded by asset
bubbles, credit booms, investment booms, and large and
growing external current account imbalances that
become eventually unsustainable. In many episodes,
such bubbles and imbalances lead to grave economic
and financial crises that have sharp impacts on economic
growth. Thus, there is prima facie evidence that asset bub-
bles, whether caused by a prior monetary easing or not,

can have critical real and financial consequences.

Cost of credit and asset bubbles that go bust
Credit and asset bubbles that go bust have significant
real economic cost as they are often associated with
recessions. They also have serious fiscal costs in the form
of the fiscal cost of bailing out borrowers and/or lenders
who are overextended. This bailout is often expensive
and leads to higher fiscal deficits and public debt. The
history of most financial and banking crises suggests
that, in almost every episode, the resolution of the crisis
entails a significant amount of government intervention
that is fiscally costly. For example, if banks—as in most
countries—have implicit and/or explicit deposit insur-
ance, insolvency of some banks requires the government
to bail out the depositors of the banks when the banks’
assets fall below its liabilities. Similarly, the financial
distress of other institutions or borrowers (households
with mortgages that they can no longer afford, corpo-
rate debts that are unsustainable, etc.) often leads to
government intervention to reduce such debt burdens.
Such intervention effectively implies significant fiscal
bailout costs.

The fiscal bailout costs of banking and financial
crises can be staggering. Work done by the World Bank
estimates such costs to have been extremely high in a

number of episodes (see Table 2).
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Table 2: Total government cost of fiscal bailouts

Total costs of
fiscal bailout as

Country Period percentage of GDP
China 1990s 47
Korea Late 1990s 28
Malaysia Late 1990s 16
Thailand Late 1990s 35
Bulgaria 1995-97 13
Czech Republic 1991-94 12
Hungary 1991-95 10
Russia 1998-99 5-7
Turkey 2000-03 30
Finland 1991-94 n
Japan 1990s 24
Spain 1977-85 175
Argentina 1980-82 55
Chile 198286 55
Ecuador Late 1990s 20
Jamaica 1995-2000 44
Mexico 1994-97 18
United States 1984-91 3
Venezuela 1994-95 18

Source: Caprio and Klingebiel, 2003.

These fiscal bailout costs are a significant social bur-
den. The added public debt needed to bail out borrowers
and/or lenders has to be serviced over time, which means
that the social costs of systemic banking and financial

crises are very serious in the affected economies.

Asset and credit bubbles and monetary policy: Pros
and cons
Given the real and financial risks that result from credit
booms and asset bubbles that go bust, should monetary
policy respond to asset prices and asset bubbles? This is a
highly controversial issue, both from an academic research
perspective and, more importantly, from a policy perspec-
tive. There is broad evidence that asset bubbles do occur
from time to time, and that such bubbles may lead to
economic distortions as well as financial and real econo-
my instability. It can be argued that optimal monetary
policy requires monetary policy authorities to react to
such bubbles over and above the effects they have on
current output growth, aggregate spending, and expect-
ed inflation. It can also be argued that monetary policy
should not react to asset prices or bubbles beyond the
direct effect that such asset price movements have on
inflation, aggregate spending, and economic growth.
There are many good arguments in favor of target-
ing asset prices; the arguments against it are, in many
dimensions, not robust enough. Arguments in favor of’

targeting asset prices are:

* First, a wide range of analytical models suggests that
optimal monetary policy should react to asset prices
and exogenous asset bubbles (i.e., bubbles whose

evolution does not depend on monetary policy)
above and beyond its reaction to the deviation of
growth and inflation from their target.

Second, uncertainty about the existence of a bubble
does not undermine the arguments in favor of asset
price targeting. Like many other types of data
uncertainty, uncertainty about the existence and
size of an asset bubble only reduces the quantitative
degree of response of optimal monetary policy to
asset bubbles.

Third, uncertainty about whether bubbles can have
damaging effects on the economy is not a good
argument against targeting such bubbles because (1)
there is a wide body of evidence that such bubbles
and their aftermath are costly, and (2) uncertainty
about the economic effects of bubbles only reduces
the degree of optimal interest rate response, but
does not eliminate completely such a response.

Fourth, analytical models suggest that if a bubble is
endogenous (i.e., its probability and size can be
affected by monetary policy), optimal monetary
policy requires an attempt to affect it (i.e., to try to
“prick” or “burst” it).

Fifth, the argument that trying to aftect a bubble
would require such a large interest response that a
severe recession would be triggered is found to be
incorrect both in theory and practice. Conceptually,
a moderate interest rate response can have an
impact on bubbles and reduce the economic distor-
tions caused by them. Empirically, the recent expe-
rience of the United Kingdom, Australia, and New
Zealand shows that monetary authorities can suc-
cessfully control bubbles with monetary tightening

without causing severe recession or financial distress.

Sixth, the Greenspan and Bernanke doctrine that
the Fed should not react to rising bubbles but
should be ready to dampen the real costs of burst-
ing bubbles (i.e., an asymmetric response to bub-
bles) is inefficient and, possibly, a source of moral
hazard distortions. It is certainly warranted for
monetary authorities to react to bursting bubbles
that may cause acute liquidity seizures, systemic
risk, and risk of large economic contraction. But in
order to prevent such a response from creating dis-
torted incentives, monetary policy authorities
should also be willing to respond to rising bubbles.
Although a symmetric response to rising and burst-
ing bubbles is appropriate, an asymmetric response
is conceptually flawed, liable to create distorted
incentives, and likely to induce cycles of rising and
crashing bubbles that may have damaging economic

and financial effects.
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The uncertainties about bubbles and the other fac-
tors discussed above suggest that monetary policy should
respond to asset bubbles in a cautious and moderate
manner—an aggressive monetary policy approach to
asset bubbles is not needed. Some of the arguments pre-
sented to justify the resistance to fighting rising bubbles
have logic and legitimacy. However, although cautious-
ness is warranted, arguments that there is no case for
responding to asset bubbles tend to be incorrect.

Also, the practice of the US Fed over the last two
decades of not reacting to rising asset bubbles (the high-
tech stock bubble of the late 1990s and the housing
bubble of the last few years) while aggressively counter-
ing bursting bubbles and episodes of systemic risk (in
1987, 1998, 2000, and 2001-03) has contributed to the
asset bubbles and economic imbalances that ended up in
episodes of economic and financial crisis. The real estate
bubble of the 1980s culminated in the S&L crisis of the
late 1980s, which eventually triggered a credit crunch
and a recession in 1990. In the 1990s, Alan Greenspan
warned about “irrational exuberance” when high-tech
stocks started to skyrocket in the mid 1990s, but then
did nothing to control this bubble apart from a token 25
basis points policy rate hike in early 1997.The high-
tech bubble festered and grew even larger after the Fed
eased interest rates by 75 bps following the Long Term
Capital Management (LTCM) hedge fund near collapse;
it went bust in 2000 after the Fed tightened interest
rates by 175 bps between mid 1999 and mid 2000, thus
triggering the 2001 recession.

The Fed responded to this bubble bust and reces-
sion by aggressively easing the policy rate from 6.5 per-
cent in early 2001 to 1 percent by 2004. This aggressive
policy ease, of keeping the Fed Funds rate too low for
too long, then contributed to a new asset bubble— the
housing bubble—that was exacerbated by the failure of
the Fed and other regulators to properly regulate and
supervise mortgages. By 2006, this housing bubble went
bust, triggering a severe liquidity and credit crunch, a
serious financial crisis, and an economic contraction that
is still ongoing. The Fed reacted to this financial crisis,
and the risks to economic growth, by aggressively
reducing the Fed Funds rate from 5.25 percent in the
fall of 2007 to 2 percent by the spring of 2008, and
introducing a whole host of new liquidity facilities for
both banks and systemically important non-bank insti-
tutions.

It can be argued that this latest policy easing,
together with the exchange rate policies of emerging
market economies, contributed to another asset bubble:
the sharp rise in oil, energy, food, and other commodity
prices in 2006—08. This commodity price surge may
now lead to a generalized increase in global inflation,
both among advanced economies and emerging market

economies.

The use of credit policy instruments
In considering an appropriate policy response to asset
bubbles and credit bubbles, one should not be limited to
traditional monetary policy alone. If there is an asset
bubble driven by a credit bubble, the appropriate
response may be a combination of tighter monetary
policy in the form of a higher policy rate as well as an
appropriate credit policy that limits the extent of a cred-
it boom that is becoming excessive. Appropriate regula-
tion and supervision of the banking and financial system
is an important complementary tool that is essential in
controlling credit and asset bubbles. At times monetary
policy, although a necessary instrument to control bub-
bles, may not be the most appropriate tool if used alone.

In the United States, for example, the real estate
bubble of the 1980s was in part the result of loosening
the regulation and supervision of S&L thrifts in the
early 1980s. This led to excesses in commercial and resi-
dential mortgage underwriting. In the 1990s, a more
aggressive Fed tightening, intended to control the “irra-
tional exuberance” in high-tech stocks, would have been
beneficial but limited: if investors expected a 50 to 100
percent a year return on bubbly high-tech stocks, a 50
bps or even 100 or 150 bps policy rate tightening would
have had limited effect. Rather, in addition to that mon-
etary policy tightening, regulations that tightened the
ability of investors to borrow on margin and highly
leverage themselves in their purchase of high-tech stocks
would have been more targeted and effective tools to
deal with the high-tech bubble. Thus, inappropriate reg-
ulation and supervision of such leveraged lending was
one factor that allowed the bubble to fester.

Similarly, in the last decade the Fed certainly made
a mistake in keeping the Fed Funds rate too low for too
long, thus feeding the housing bubble. But with house-
holds expecting bubbly home prices to rise 20 percent
per year, raising the Fed Funds rate sooner would have
had only a limited effect in controlling such a bubble.
An additional policy failure was the laissez-faire
approach of the Fed and of other banking and financial
regulators, which allowed toxic mortgage underwriting
to occur without restraint. Thus, in addition to tighter
monetary policy, better supervision and regulation of
mortgage lending would have been the appropriate
response. More generally, since asset bubbles are usually
fed by credit bubbles, the appropriate response to such
excesses is usually a combination of tighter monetary
policy along with more prudent regulation and supervi-
sion of the financial system to limit these credit cycles.
Such appropriate regulation includes policies to make
capital requirements for financial firms more procyclical.

Arguing that policy should react to credit and asset
bubbles means finding the appropriate combination of
traditional monetary policy and credit policy (including
appropriate regulation and supervision of financial firms)
that can control excessive booms in credit, lending,

leverage, and asset prices.
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Recent crises of the Western financial system

The decade from 1994 until 2003 was one of repeated
financial crises in emerging market economies: Mexico
in 1994; Thailand, Indonesia, Malaysia, and Korea in
1997-98, Russia in 1998; Brazil, Ecuador, Pakistan, and
Ukraine in 1999; Turkey and Argentina in 2001; and
Uruguay and the Dominican Republic in 2003. These
crises were caused by a combination of macroeconomic
weaknesses, policy mistakes, inappropriate exchange rate
policies, balance sheet vulnerabilities, poor corporate
governance, and weak and poorly supervised and regu-
lated financial systems.

Although not every one of these financial crises
ended up in a systemic crisis of the banking or financial
system or the corporate system, many of them did. The
weaknesses in corporate governance, the emergence of
credit and asset bubbles, the poor supervision and regu-
lation of financial institutions, the distorted incentives
for financial institutions (in part because of moral hazard
distortions created by implicit and/or explicit govern-
ment bailout guarantees), and phenomena such as
directed and connected lending combined led to credit,
debt, and financial excesses that eventually triggered sys-
temic banking and corporate crises.

The resolution of these crises implied a variety of
policy actions, including structural reforms to make cor-
porate and financial systems less vulnerable and more
resilient as well as fundamental reforms of financial reg-
ulation and supervision. At the time of these crises, the
International Monetary Fund (IMF), the United States,
and the G7 countries were highly critical of the finan-
cial weaknesses—particularly the quality of institutions,
regulations, and governance—that had been triggering
factors in these crises. The fact that structural reforms in
the financial sector of these economies did occur—on
top of macro and policy changes—explains the high
growth rate of emerging market economies in the last
few years and their resilience, in spite of global shocks
that have hit advanced economies and their financial
markets in the last few years.

It is thus somehow ironic and paradoxical that,
while a decade ago (1997-98), the United States and
other G7 policymakers were lecturing East Asian and
other emerging market policymakers about the structur-
al weaknesses of their financial systems and prodding
them to implement structural reform, today the financial
turmoil and stress is at the core of the financial systems
of the most advanced economies and financial markets
in the world: those in the United States, in the United
Kingdom, and, to a smaller extent, in the euro zone.

The severe liquidity and credit crunch that started
with the housing bust and the collapse of the subprime
mortgage market in the United States revealed a much
larger credit and asset bubble and financial excesses of
leverage that went well beyond subprime mortgages.
Excessive debt accumulation and risky leverage occurred

in subprime mortgages, near prime mortgages, prime

mortgages, commercial real estate, the whole plethora of’
securitized products associated with mortgages and
other asset-backed securities (ABSs), structured finance
products (mortgage-backed securities [MBSs], collateral-
ized debt obligations [CDOs], constant proportion debt
obligations [CPDOs], collateralized mortgage obligations
[CMOs], collateralized loan obligations [CLOs]), unse-
cured consumer credit (credit cards, auto loans, student
loans), leveraged loans financing excessively leveraged
leveraged buy-outs (LBOs), muni bonds, industrial and
commercial loans, junk corporate bonds, and credit
default swaps (CDSs). This credit house of cards began
to sway in 2007 and collapsed in 2008. The excesses
were not limited to the United States but extended to
other advanced economies; housing bubbles and credit
booms in consumer credit were widespread in the
United Kingdom, Spain, Ireland, and—in minor part—
other euro zone economies. The financial turmoil and
credit/liquidity crunch triggered by the subprime melt-
down revealed fundamental weaknesses in the operation
of advanced economies’ financial markets and in the sys-
tem of supervision and regulation of the financial sys-
tem, including banks and non-bank financial institu-
tions.

This crisis has led to the recognition that funda-
mental reforms of the regulation and supervision of the
financial systems of advanced economies are necessary in
a world of financial globalization. A plethora of propos-
als for reform have been advanced by a number of insti-
tutions: the Financial Stability Forum, the Fed, the US
Treasury, the G7, the FSA and other policy bodies in the
United Kingdom, the BIS, the IME It is clearly recog-
nized that the system of regulation and supervision of
financial institutions is in trouble and in need of serious
reform.

Which reforms are most appropriate? Instead of
considering the specific reforms suggested by individual
institutions and regulatory bodies, it makes sense to ana-
lyze the fundamental weaknesses, distortions, and open
issues in the advanced economies’ financial markets, and
thus what the appropriate principles for a new system of
regulation and supervision may be. The rest of this chap-
ter considers the most important issues related to reform
of the regulation and supervision of financial institutions

in a world of financial globalization.

Issues of reform in a world of financial globalization
Given the ongoing financial crisis in the United States
and parts of other advanced economies’ financial sys-
tems, the need for the appropriate reform of the system
of supervision and regulation of financial institutions has
become a core and urgent subject of debate among
scholars, market experts, and policymakers.

To understand what the appropriate system of regu-
lation and supervision of financial institutions may be in
a world of financial globalization, one needs to analyze
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(1) the problems that an increasingly complex and glob-
alized financial system faces and (2) the shortcomings of
the current system of financial regulation and supervi-
sion, both in the United States and around the world.
Only a detailed consideration of such problems and
shortcomings can lead to the recognition of the appro-
priate reforms of the system.

We consider in more detail such problems and
shortcomings of the financial system and of the current
supervisory and regulatory regime. These can be catego-

rized according to 10 issues:

1. The compensation system

The system of compensation of bankers and agents
within the financial system is flawed. It is characterized
by moral hazard in the form of “gambling for redemp-
tion.” The typical agency problems between a financial
firm’s shareholders and the firm’s managers/bankers/
traders are exacerbated by the way the latter are com-
pensated. Because a large fraction of such compensation
is in the form of bonuses tied to short-term profits,

and because such bonuses are one-sided (positive in
good times and at most zero when returns are poor),
managers/bankers/traders have a huge incentive to take
larger risks than warranted by the goal of shareholders’
value maximization. Potential solutions to this gambling-
for-redemption bias are varied. Among possible solutions
are the use of restricted stock that has to be maintained
for a number of years, and a pool of cumulated bonuses
that is not cashed out yearly but that can grow or
shrink depending on medium-term returns to particular
investments.

But, even leaving aside the problem of how to
change such compensation in a highly competitive mar-
ket for talent in the financial sector, it is not obvious that
the suggested solutions would fully work. For example,
in the case of the recent crisis at Bear Stearns, about 30
percent of the firm was owned by its employees as
restricted stock. However, this system of compensation
did not prevent Bear Stearns from making reckless
investments and loans that eventually made it insolvent.
Possibly this was the case because the individual com-
pensation was not tied to the individual investing/
lending decision. Still, compensation of bankers/traders
should be considered a crucial factor that distorts lending
and investment decisions in financial markets.

2. The Originate and Distribute Securitization Model

The current model of securitization (the Originate and
Distribute Model) has serious flaws because it reduces
the incentives for the originator of the claims to monitor
the creditworthiness of the borrower. In the securitiza-
tion food chain for US mortgages, every intermediary
in the chain was making a fee; eventually the credit risk
got transferred to those least able to understand it.

The mortgage broker, the home appraiser, the bank
originating the mortgages and repackaging them into

MBSs, the investment bank repackaging the MBSs into
CDOs, CDOs of CDOs, and even CDOs cubed, the
credit rating agencies giving their AAA blessing to such
toxic instruments—each of these intermediaries was
earning income from charging fees for their step of the
intermediation process and transferring the credit risk
down the line.

One possible solution to this lack of incentives to
undertake proper monitoring of the borrower would be
to force the originating bank and the investment bank
intermediaries to hold some of the credit risk; this could
take the form of some part of the equity tranche in the
CDOs (i.e., the most junior tranche of the CDO that is
the one taking the first loss when the value of the
underlying collateral falls) or a portion of some of the
MBSs that they originate so they have “some skin in the
game.” But it is not obvious that such solutions would
fully resolve the moral hazard problems faced by finan-
cial intermediaries. In fact, although the securitization
process implied a partial transfer of the credit risk from
the mortgage originators and the managers of the
CDOs to final investors, the reality is that banks and
other financial institutions maintained a significant
exposure to mortgages, MBSs, and CDOs. Indeed, in
the United States about 47 percent of all the assets of
major banks are real estate related; the figure for smaller
banks is closer to 67 percent. The model of “originate
and distribute” securitization did not fully transfer the
credit risk of mortgages to capital market investors.
Banks and broker dealers (e.g., Bear Stearns) did main-
tain a significant portion of that credit risk across a vari-
ety of instruments. Indeed, if that credit risk had been
fully transferred, such banks and other financial interme-
diaries would have not suftered the hundreds of billions
of dollars of losses that they have incurred so far and
will have to recognize in the future.

Thus, excessive risk taking and gambling for redemp-
tion did occur in spite of the fact that financial institu-
tions were holding part of the credit risk. Therefore,
proposing that such institutions hold some of that risk
rather than try to transfer it all does not seem to be a
solution that will fully resolve the problems stemming
from misaligned incentives and poor risk management.
If the fundamental problem is one of moral hazard
originating from the way that bankers are compensated,
forcing financial institutions to hold more of the credit
risk will not resolve the problem of inadequate moni-
toring of the creditworthiness of the borrowers and

poor underwriting standards.

3. Regulatory arbitrage and the instability of the shadow
banking system

The regulation and supervision of banks and the
lighter—or in cases such as that of hedge funds, nonex-
istent—regulation and supervision of non-bank financial
institutions has led to significant regulatory arbitrage.
This arbitrage takes the form of the transfer of a large
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fraction of financial intermediation to non-bank finan-
cial institutions, such as broker dealers, hedge funds,
money market funds, SIVs (Structured Investment
Vehicles), conduits, and so on.

The problems with this financial innovation are
twofold. First, some of the institutions in this shadow
banking system (or shadow financial system) are system-
ically important. Second, most of these institutions are at
risk of bank-like runs on their liabilities as they borrow
in short and liquid ways, are highly leveraged, and invest
in longer and more illiquid ways.

The risk of runs is significantly decreased for banks
by the existence of deposit insurance and by the lender-
of-last-resort support that the central bank can provide.
Publicly provided deposit insurance is generally not
warranted for non-bank financial institutions, because
the protection of small investors or depositors (those
who do not have the expertise to monitor the lending
or investment decisions of banks) is not generally an
issue for such non-banks. But, as the recent Bear Stearns
episode and the run on and collapse of other compo-
nents of the shadow financial system suggest, bank-like
runs on non-banks can occur. In fact, they are more
likely to occur if such institutions do not properly man-
age their liquidity and credit risks.

Although serving as lender of last resort to many
non-bank institutions is not warranted, such support
may be warranted for the few institutions that are sys-
temically important. Indeed, two recent US Fed actions
—the US$30 billion rescue of Bear Stearns, and the
establishment of two new facilities that allow non-bank
primary dealers to access the Fed’s discount window and
to swap their illiquid MBS products for safe Treasury
Bonds—imply that the lender-of-last-resort support of
the Fed has been now extended to systemically impor-
tant non-bank institutions. Thus, the same regulation
and supervision that is applied to banks should also be
applied to these systemically important financial firms,
not just in periods of turmoil (as recommended by the
US Treasury), but on a more permanent basis.

Thus, while the safety net of the Fed and other
central banks should remain restricted to banks and
depository institutions and—subject to some construc-
tive ambiguity—to systemically important non-bank
firms, the regulatory and supervisory framework should
be similar for banks and non-bank financial institutions;
regulatory capital, type of supervision, liquidity ratios,
compliance and disclosure standards, and so on should
be similar for banks and other financial institutions. If
not, then regulatory arbitrage will shift financial inter-
mediation and risks to other more lightly regulated
smaller broker deals and other non-bank financial
institutions.

To take just one example, the loophole that allowed
SIVs and conduits to operate with little supervision and
no capital standard under the pretense that these were
off-balance sheet units—while the sponsoring bank was

providing large credit enhancements and systematic liq-
uidity lines that made these units de facto on-balance
sheet assets and liabilities—was deeply flawed. Unless
these and a whole host of other special purpose vehicles
are regulated and supervised as if they are on-balance
sheet units, this type of regulatory arbitrage will lead
again to the disaster that SIVs created.

Moreover, a comprehensive supervisory and regula-
tory regime that covers both banks and non-banks
would also allow better monitoring and assessment of
systemic financial risks that at the moment are not prop-
erly supervised. Providing regulators and supervisors as
well as investors with adequate reporting and disclosure
of the information required to assess systemic financial
risks will be essential.

Poor liquidity risk management and the risk of
bank-like runs on non-bank financial institutions have
been shown to be a severe problem in the shadow
financial system. The entire SIV/conduit regime has
recently collapsed given the roll-off of their asset-backed
commercial paper liabilities; hedge funds and private
equity funds collapsed because of risky investments and
redemptions or roll-off of short-term credits; money
market funds whose net asset value fell below par had to
be rescued to avoid a run on them; Bear Stearns col-
lapsed because of poor credit/investment choices but
also because of a sudden run on its liquidity. Although
banks are fundamentally maturity-mismatched because
of their reliance on short-term deposits, there is no rea-
son for non-bank financial institutions to have liquidity
or rollover risk, especially as they do not have deposit
insurance and do not have access—apart from the sys-
temically important institutions—to the central banks’
lender-of-last-resort support.

Thus, an essential element of the common regula-
tion of all non-bank financial institutions should be a
greater emphasis given to the management of liquidity
risk. Such financial firms should be asked to significantly
lengthen the maturity and duration of their liabilities in
order to reduce their liquidity risk. A firm that makes
money only because it borrows very short, has little
capital, leverages a lot, and lends long and in illiquid
ways is reckless in its risk management. It should cer-
tainly disclose fully both to supervisors and to investors
the liquidity and other risks that it is undertaking. But it
should also be required to reduce its liquidity risk with
a variety of tools that provide it with a greater liquidity
buffer.

4, Self-regulation versus rules-based regulation

Most regulatory and supervisory regimes have moved in
the direction of emphasizing self-regulation and market
discipline rather than rigid regulations. One of the argu-
ments in favor of this market discipline approach is that
financial innovation is always one or more steps ahead of

regulation; thus, one needs to design a regime that does
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not rely on rigid rules that would be easily avoidable via
financial innovation.

This market discipline approach—which relies on
principles rather than rigid rules, on internal models of
risk assessment and management in determining how
much capital a firm needs, and on rating agency assess-
ments of creditworthiness—is a key element of the phi-
losophy behind the Basel II agreement. But this market
discipline model has been proven to be vastly flawed
because of the way bankers are compensated and
because of the way the Originate and Distribute Model
provides incentives to ignore internal risk managers in
good times when “the music plays and you gotta dance”
(as the former CEO of Citigroup put it). Similarly the
conflicts of interest of rating agencies lead to mis-ratings
of new and exotic financial instruments.

Thus, while reliance on principles is useful to deal
with financial innovation and regulatory arbitrage, a
more robust set of rules that go with the grain of prin-
ciples-based regulation and supervision is necessary.
Strict reliance on market discipline has been proven
ineffective in a world where bankers are improperly
compensated, agency problems lead to poor monitoring
of lending, flawed transfers of credit risk to those least
able to understand it and manage it occur, and regulato-

ry arbitrage is rampant.

5. Procyclical capital requirements and other issues with
Basel Il

Even before being fully implemented, the Basel II
agreement has shown its flaws. These include capital
adequacy ratios that are procyclical and promote credit
booms in good times and credit busts in bad times, low
emphasis on liquidity risk management, excessively low
capital ratios given the risks faced by banks, excessive
reliance on internal risk management models, and
excessive importance given to the rating agencies.
These are serious shortcomings of the new capital
regime for large internationally active banks and
depository institutions.

How to reform Basel II given the current severe
financial crisis is not an easy task, but the urgency of this
reform is undeniable. Particular importance should be
given to measures that would reduce the procyclicality
of capital standards that are a source of booms and busts
in credit cycles and to measures that increase—rather
than decrease—the overall amount of capital held by
financial institutions. As recent history suggests, most
financial institutions have been vastly undercapitalized
given the kind of market, liquidity, credit, and opera-
tional risks that they have faced in an increasingly glob-
alized financial system.

6. Credit rating agencies
By now the conflicts of interest and informational prob-

lems that led the rating agencies to rate—or, better, to
mis-rate—many MBSs and CDOs and other ABS prod-

ucts highly are well known. With a large fraction of
their revenues and profits coming from the rating of
complex structured finance products and the consulting
and modeling services provided to the issuers of such
complex and exotic instruments, it is clear that rating
agencies are ripe with conflicts of interest. This is com-
pounded by a system where competition in the rating
market is limited by the regulatory barriers to entry.
Also the semi-official role that rating agencies have, in
general and in Basel II in particular, exacerbates the
potential biases of a system where rating agencies are
paid by issuers rather than the investors, and underscores
the informational problems of raters that know little
about the underlying risks of new, complex, and exotic
instruments.

What are the potential solutions to these conflicts
of interest and other problems? Solutions could be to
open up competition in the rating agency business, to
drop the semi-official role that rating agencies have in
Basel I and in the investment decisions of asset man-
agers, to forbid activities (such as consulting or modeling)
that cause conflicts of interest, and to drop the reliance
on ratings paid by issuers rather than by investors (the
free-riding problem of having investors pay for ratings
can be solved by pooling the investors’ resources in a
pool that can be used to collectively purchase the rat-
ings). Certainly the reputations of the rating agencies
have been badly damaged in the ABS ratings fiasco, and
only serious and credible reforms—not just cosmetic
changes—will be required to restore their credibility in
the rating business.

7. Asset valuation and fair value accounting

There are fundamental accounting issues about how to
value securities, especially in periods of market volatility
and illiquidity when the fundamental long-term value
of the asset differs from its market price. The current fair
value approach to valuation stresses the use of mark-to-
market valuation where, as much as possible, market
prices should be used to value assets, whether they are
illiquid or not.

There are two possible situations where mark-to-
market accounting may distort valuations: first, when
there are bubbles and the market value may be above
fundamental value; second, when bubbles burst and,
because of market illiquidity, asset prices are potentially
below fundamental value. The latter case has become a
concern in the latest episode of market turmoil as mark-
to-market accounting may force excessive writedowns
and margin calls that may lead to further fire sales of
illiquid assets that, in turn, could cause a cascading fall in
asset prices well below long-term fundamentals.
However, mark-to-market accounting may also create
serious distortions during bubbles when its use may lead
to excessive leverage as high valuation allows investors
to borrow more and leverage more, thus feeding the
asset bubble. In either case, mark-to-market accounting
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leads to procyclical capital bank capital requirements
given the way that the Basel II capital accord is designed.

The shortcomings of mark-to-market valuation are
known. The main issue is whether one can find an alter-
native that is not subject to gaming by financial institu-
tions. Some have suggested the use of historical cost to
value assets (where assets are booked at the price at
which they were bought); others propose the use of a
discounted cash flow (DCF) model where long-run
fundamentals—cash flows—would have a greater role.
Historical cost does not seem to be an appropriate way
to value assets given the potential for increased inaccu-
racy over the long term. The use of a DCF model may
seem more appealing, but it is not without flaws either.
How should we properly estimate future cash flows?
Which discount rate should we apply to such cash
flows? How should we avoid a situation where users
subjectively game the model to achieve the valuations
that they want by manipulating assumptions about
future cash flows and the appropriate discount factor?
Possibly, mark-to-market may be a better approach
when securities are held in a trading portfolio, and DCF
may be more appropriate when such securities are held
as a long-term investment, that is, until maturity. But the
risk of a DCF approach is that different firms will value
identical assets very differently and that firms will use
any approach different from mark-to-market to manipu-
late their financial results.

The other difficult problem that one has to consid-
er is that any suspension of mark-to-market accounting
in periods of volatility would reduce, rather than
enhance, investors’ confidence in financial institutions.
Part of the recent turmoil and increase in risk aversion
can be seen as an investors’ backlash against an opaque
and nontransparent financial system where investors
cannot properly know the size of the losses experienced
by financial institutions and who are holding the “toxic
waste.” Mark-to-market accounting at least imposes
some discipline and transparency.

One view is that the problem is not mark-to-market
accounting but the procyclical capital requirements of
Basel II; that is correct. But even without such procycli-
cal distortions there is a risk that financial institutions—
not just banks—would retrench too much and too fast
with respect to their leverage and credit positions during
periods of turmoil when they become more risk averse.
Thus, the issue remains open as to whether there are
forms of regulatory forbearance that do not destroy
confidence and that can be used in periods of turmoil
to avoid a cascading and destructive fall in asset prices.
But certainly solutions should be symmetrical—that is,
they should be applied both during periods of rising
asset prices and bubbles (when market prices are above
fundamentals) and when such bubbles go bust (and asset
prices may fall below fundamentals). So far, however,
there is no clear and sensible alternative to mark-to-
market accounting.

8. Lack of transparency in financial markets

The recent financial markets crisis and turmoil has been
partly caused by the fact that, over the last few years,
financial markets have become less transparent in a
number of ways. These include the development of new
exotic and illiquid financial instruments that are hard to
value and price, the development of increasingly com-
plex derivative instruments, the fact that many of these
instruments trade over the counter rather than on an
exchange, the fact that there is little information and
disclosure about such instruments and who is holding
them, and the fact that many new financial institutions
are opaque with little or no regulation (hedge funds,
private equity, SIVs, and other oft-balance sheet special
purpose vehicles). These factors have all contributed to a
lack of financial market transparency and increased
opacity of such markets.

But private financial markets cannot function prop-
erly unless there is enough information, reporting, and
disclosure both to market participants and to relevant
regulators and supervisors. How much reporting and
disclosure, and to whom, is a difficult question. But it is
clear that for the last few years financial markets have
become excessively opaque in ways that are destructive
of investors’ confidence. When investors cannot appro-
priately price complex new securities, they cannot
properly assess the overall losses faced by financial insti-
tutions, and when they cannot know who is holding the
risk for “toxic waste,” this turns into generalized “uncer-
tainty” (which cannot be priced, unlike financial “risk”
that can be priced if the statistical distribution of risky
events is known). The outcome is an excessive increase
in risk aversion, lack of trust and confidence in counter-
parties, and a massive seizure of liquidity in financial
markets. Greater transparency and information, including
the use of fair value accounting (that, in spite of its
shortcomings, is still the best way to value assets), along
with prompt recognition by financial institutions of
their exposures and losses, are essential to restore
investors’ confidence in financial markets.

One way to make new, complex, and exotic finan-
cial instruments more liquid and easier to price might
include standardizing such instruments and having them
traded in clearing house—based exchanges rather than
over the counter. The benefits of standardization are
clear: it would allow investors to compare securities
with similar characteristics and would thus improve
their liquidity. Moreover, instruments that are exchange-
traded through a clearing house would have much
lower counterparty risk, would be subject to appropriate
margin requirements, and would be appropriately

marked-to-market on a daily basis.

9. Inadequate regulatory regime
In a world of financial innovation and globalization,
what are the appropriate institutions for financial regula-

tion and supervision? And in what sort of system should
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they operate? The different models that exist each have
their pros and cons.

An increasingly popular model is that of a unique
and centralized financial regulator and supervisor, as in
the case of the United Kingdom’s FSA where all finan-
cial policies—for banks, securities firms, other financial
institutions, insurance companies, and so on—are under
one umbrella. Another model is that of the United
States, where more than half a dozen financial regulators
and supervisors exist at the federal level, and another
layer is found at the state level. Some have argued that
the US system fosters beneficial competition and propa-
gation of best practices among different regulators. The
shortcomings of the system, including an incoherent set
of overlapping regulations and a “race to the bottom”—
rather than to the top—in terms of excessively deregu-
latory competition, have now become clear. One overall
financial regulator may be too little but 60-plus of them
is obviously too many. A streamlining of such institu-
tions and a concentration of most regulatory and super-
visory activities among a smaller number of institutions
is certainly necessary.

Further, the questions of whether supervisory and
regulatory power over banks, and possibly other systemi-
cally important financial institutions, should be kept
within the central bank (as in the United States) or
whether such power should be given to another regula-
tor (as in the case of the United Kingdom’s FSA) is a
difficult and controversial issue. Some worry that taking
such power away from the central bank while maintain-
ing its role as the lender of last resort would reduce the
ability of the central bank to oversee financial vulnera-
bilities in specific institutions and in the overall financial
system (systemic risk). But as long as there is a proper
exchange of information between the regulator and
supervisor of banks and of other financial institutions
and the central bank, these informational issues can be
properly managed. The UK debacle over Northern
Rock was caused not by the existence of a single finan-
cial authority (the FSA) but rather—in part—by the
lack of coordination and proper information exchange
between the FSA, the Bank of England, and the UK
Treasury. Thus, the UK model of a single financial regu-
lator/supervisor is, in principle, superior to a model
where such powers are fragmented among many and
different institutions. But proper coordination and infor-
mation exchange is essential to make this system work.

10. Lack of international coordination

Finally, reforms of financial regulation and supervision
cannot be done only at the national level because regu-
latory arbitrage may lead financial intermediation to
move to jurisdictions with a lighter and less appropriate
regulatory approach. Indeed, the recent US debate on
reforming capital markets was driven—before the
current market turmoil—by concerns that a tighter
regulatory approach in the United States (such as the

Sarbanes-Oxley legislation) was leading to a competitive
slippage of New York relative to London in the provi-
sion of financial services.

In a world of financial globalization, mobile capital,
and lack of capital controls, capital and financial inter-
mediation may move to more lightly regulated shores.
Although the idea of a global financial regulator or
“sherift” is, for the time being, a bit far-fetched, a much
stronger degree of coordination of financial regulation
and supervision policies is necessary to avoid a race to
the bottom in financial regulation and supervision and
to prevent excessive regulatory arbitrage. Such interna-
tional coordination of financial policies is currently
occurring on a very limited scale and will have to be
seriously enhanced over time. In the euro zone, bank
supervision and regulation occurs only at the national
level, while the European Central Bank would serve as
the lender of last resort in the case of a systemic banking
crisis or when a major systemically important cross-
border institution gets into trouble. This remains an
untested model. Over time, financial supervision and
regulation within the euro zone will have to move from
the national level to a euro zone—wide level.

One further crucial set of issues that is left open is
the difficult one of “quis custodiet ipsos custodes?” or
“who will regulate the regulators?” How do we ensure
that we have a system where the regulators are not
effectively captured by the financial industry that they
regulate? How do we ensure that financial innovation is
not always a step ahead of regulation via regulatory arbi-
trage? And how do we ensure that the regulators have
the necessary skills and expertise to correctly implement
the appropriate regulations and supervision? These issues
of regulatory capture and the limited skills of regulators
and supervisors in the face of constant financial innova-
tion have been behind the regulatory failures that have
caused many of the recent financial crises, including the
recent one in the United States.

Indeed, while the recent financial crisis suggests that
self-regulation, market discipline, internal risk manage-
ment, and reliance only on principles rather than rules
does not work, the issue remains open of how to ensure
that new rules are actually implemented without further
regulatory arbitrage and regulatory capture of the
regulators. This is a most difficult question for which
there is no simple answer. The suggestion has been made
that as long as regulation is relatively simple, appropriate
liquidity requirements and capital sufficiency ratios are
possibly cyclically adjusted, and as long as reporting
requirements are made clear (among other things), the
possibility of regulatory arbitrage and regulatory capture
is limited. But this approach suggests moving away from
principles and relying somewhat more on simple—
rather than complex—rules that cannot be easily manip-
ulated by the regulated entities or by the regulators.
Still, appropriate regulation and especially appropriate
supervision require an element of thoughtful value
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judgment and assessment of risks that cannot be resolved

with excessively simple rules.

Conclusions

Financial stability is an important factor in assessing the
degree of development of a financial system. Excessive
stability may result in excessive regulation and restric-
tions on financial innovation and risk taking, and thus
may reduce the opportunities for long-run growth.
However, lack of stability that triggers financial crises
(banking crises, sovereign debt crises, systemic corporate
crises, household debt crises, and currency crises) is also
costly and inefficient, as it leads to severe economic
downturns and the large economic and fiscal costs of
cleaning up a financial system in distress and crisis. Thus,
financial stability is an important component of financial
development.

This chapter surveyed the causes and implications
of financial crises in both advanced and emerging market
economies in the last few decades. It also discussed the
main issues involved in reforming the regime of regula-
tion and supervision of the financial system to make it
more resilient in a world of financial globalization.
While financial crises will never be altogether eliminated,
the frequency and severity of booms and busts of asset
prices and credit that cause financial crises and cause
costly financial instability can be reduced if appropriate

supervision and regulation is applied.

Notes

1 Even authors who argue against monetary policy targeting of
asset prices (Bernanke and Gertler 1999, 2001; Ferguson 2005;
Kohn 2004, among others) tend to acknowledge the analytical
channels (wealth effects and credit constraints effects on con-
sumption and investment) that link asset bubbles to real and
financial variables. Also Greenspan referred to the link between
housing prices, private savings and the current account, a pretty
clear evidence of the impact of the recent US housing boom on
the real economy. And there is a general consensus among many
that monetary policy should care about the broader goal of finan-
cial stability.

2 See IMF 2000, 2003; Bordo and Jeanne 2002; Borio and Lowe
2002; Bordo 2003; and Helbling and Bayoumi 2003.

3 See Kawai et al. 2001. See also the exhaustive study of emerging
market crises by Roubini and Setser 2004.

4 The exchange rate policies of emerging economies can include
pegging their currency to the US dollar or providing very aggres-
sive foreign exchange intervention to manage their currency value
and control the rate of appreciation relative to the US dollar.

5 See Prince 2007.
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How to Read the Country/Economy Profiles

The Country Profiles section presents a four-page
profile for each of the 52 countries covered by the
Financial Development Report 2008.

Page 1

© Keyindicators
The first section of the Country/Economy Profile

presents a selection of key indicators:

* Population, GDP, and related figures come from
the International Monetary Fund’s World Economic
Outlook of April 2008.

© Financial assets by major type, 2006

e Public debt figures are from the Economist
Intelligence Unit’s CountryData Database, as accessed
in July 2008. Private debt data come from the Bank
of International Settlements Quarterly Review,
December 2007. Data on bank deposits are from
the IMF International Financial Statistics database,
electronic version, accessed July 2008 or the July
2007 PDF version. Equity securities data were
downloaded from the market capitalization dataset
on the World Bank’s World Development Indicators
database in July 2008.

* The four financial asset indicators (public and
private debt securities, banking deposits, and equity
securities) are added to measure total financial
assets in the Index countries. The share of depth
attributable to each component is displayed in the
pie chart. Percentages displayed may not add to
100% due to rounding. Private debt data were not

available for Nigeria or Vietnam.

e The total financial assets figure is shown as a
percentage of GDP, using the GDP figure from

the Key Indicators section.

* The pie chart shows the share of total financial
assets attributable to each of the four types of
financial asset indicators in a given economy.

Argentina

Key indicators

Financial assets by major type, 2006

TP 3515

Financial Markets Development

2008 Index

weuTs

R

et
51

F}

1

2 25
=

)

2

bezet

© Financial Development Index

This section details the country’s performance on the
various components of the Financial Development
Index (FDI). At the top is the country’s overall rank
out of 52 countries, its score on the 1-to-7 scale, and a
graphical representation of the score.

Below, the seven pillars of the index are organized
thematically. The three themes—factors, policies, and
institutions; financial intermediation; and capital avail-
ability and access—are displayed according to their role
in the continuum of the financial system from inputs to
outputs.

Each pillar and subpillar is listed under the appro-
priate theme. After the pillar or subpillar name, the first
column shows each country’s ranks among the 52 coun-
tries for that pillar or subpillar. The second column
presents the score for that pillar or subpillar on the 1-to-
7 normalized scale. On the right, the normalized score
is represented graphically. For more information on the
methodology and results of the FDI, please refer to
Chapter 1.1 of this Report.
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Page 2

O The Financial Development Index in detail

This page presents the rank achieved by a country on
each of the indicators entering the composition of the
FDI. Indicators are organized by pillar. Please refer to

Appendix A of Chapter 1.1 for a detailed structure of
the FDI.

Next to the rank, a colored square indicates
whether the indicator constitutes an advantage (blue
square) or a disadvantage (black square) for the country.
In order to identify variables as advantages or disadvan-
tages, the following rules were applied:

* For those economies ranked in the top 10 in the
overall FDI, individual variables ranked between
1 and 10 are considered to be advantages. Any vari-
ables below 10 are considered to be disadvantages.
For instance, in the case of Switzerland, which is
ranked 7 overall, its 5th rank in the variable Bank
deposits to GDP makes this variable a competitive
advantage, whereas Foreign exchange derivatives
turnover: Currency swaps, on which it ranks 23rd,
constitutes a competitive disadvantage for the
country.

* For those economies ranked from 11 to 25 in the
overall FDI, variables ranked higher than the econ-
omy’s overall rank are considered to be advantages.
Any variables ranked equal to or lower than the
economy’s overall rank are considered to be disad-
vantages. In the case of Malaysia, ranked 20th
overall, its 10th rank in the variable Bank deposits to
GDP makes this variable a competitive advantage,
whereas Foreign exchange derivatives turnover: Currency
swaps, on which it ranks 29th, constitutes a compet-
itive disadvantage for the country.

* For those economies ranked lower than 25 in the
overall FDI, any individual variables ranked 25 or
higher are considered as advantages. Any variables
ranked 26th or lower are considered to be disad-
vantages. For Argentina, ranked 47th overall, its rank
of 19th in Relative value-added of insurance constitutes
a competitive advantage for the country, whereas its
47th rank in the variable Bank deposits to GDP
makes this variable a competitive disadvantage.

After the advantage/disadvantage marker is the raw

score of the listed indicator for the profiled econo-

my. For more information on the significance of the
raw score, such as the units in which it is measured

or the source, please see the data tables in Part 3 of

this Report.

Argentina

o Financial Markets Development Index in detail m Dovlopment Advatage ® Dclopment Disatvtage

=

e
o o

* In the gray box at the right of the profile is the
name and raw score for the top ranked economy of
the given indicator. For indicators in which there is
a tie for the top rank, the word "Multiple" appears
with the number of economies which share that

score in parentheses.
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List of Countries/Economies

Country/Economy Page Country/Economy Page
Argentina 52 South Africa 212
Australia 56 Spain 216
Austria 60 Sweden 220
Bahrain 64 Switzerland 224
Belgium 68 Thailand 228
Brazil 72 Turkey 232
Canada 76 Ukraine 236
Chile 80 United Arab Emirates 240
China 84 United Kingdom 244
Colombia 88 United States 248
Czech Republic 92 Venezuela 252
Egypt 96 Vietnam 256
Finland 100
France 104
Germany 108
Hong Kong SAR 112
Hungary 116
India 120
Indonesia 124
Ireland 128
Israel 132
Italy 136
Japan 140
Kazakhstan 144
Korea, Rep. 148
Kuwait 152
Malaysia 156
Mexico 160
Netherlands 164
Nigeria 168
Norway 172
Pakistan 176
Panama 180
Peru 184
Philippines 188
Poland 192
Russian Federation 196
Saudi Arabia 200
Singapore 204
Slovak Republic 208
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52

Argentina

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........c.oocueeeeeeeereeeseresieeeese e 39.4 USS$ bn
GDP (US$ billions), 2007 . 260.0 2T 47.6% Public debt securities..... _
GDP (current prices, US$) per capita, 2007 ..........cooceenn... 6,606.3 M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 0.80 M Banking deposits..
Average annual rate of real GDP growth (%), 2003-07 ......8.83 W Equity securities ...
Total 281.3
7.8%
Total/GDP: 135.1%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX.....cverererererererersrarsssrsrasssasssssarasasases 47 3.0 m— \ \ \ \
1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS
1st pillar: Institutional environment 34
Capital account liberalization 1.7
Corporate governance 44
Legal and regulatory issues 51 26
Contract enforcement 38 36
Domestic financial sector liberalization...........cccoeveeneieeienens 36 44
2nd pillar: Business environment 39 39
Human capital 28 44
Taxes 50 28
Infrastructure 34 33
Cost of doing business 39 51
3rd pillar: Financial stability 5 29
Risk of a currency crisis 30 44
Risk of systemic banking crisis 51 34
Risk of sovereign debt crisis 52 1.0
1 2 3 4 5 6 7
4th pillar: Banks 46 29
Size index 51 1.0
Efficiency index 50 26
Financial information disclosure 1 7.0
5th pillar: Non-banks 22 25
IPO activity 3 15
M&A activity 40 14
Insurance 29 27
Securitization 12 44
6th pillar: Financial markets 37 22
Foreign exchange markets a1 11
Derivatives markets nfa n/a
Equity markets 42 20
Bond markets 23 31
1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: 46 35
Size and depth 43 22
Access 51 31

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Argentina

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

1.17
1.18
1.19
1.20
1.21
1.22
1.23
1.24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiii 42 . W -0.1

Corporate governance
Extent of incentive-based compensation...............c...ccooeeen 26,0 4.7
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 45,0 2.5
Centralization of economic policymaking.............ccc.coceeeenn. 51... M. ... 1.7
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 51 W 1.9
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 51 W 2.2
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ...............cccoooiiiiin. 36....0. 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...
Ireland

Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education .
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ...
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiieiii et

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Argentina

Financial Development Index in detail (contd.)

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE

2nd pillar: Business environment (cont’d.)

Cost of doing business
2.16  Cost of starting a business ..........ccccccoeiiiiiiiiiiii 280 9.7 Ireland.......cccooviiiiiii, 0.3
2.17  Cost of dealing with licenses ..........cccoceviiiiiiiiiii 38...W. 2341 United Arab Emirates............ 1.5
2.18  Cost of registering property ...........ccccoceeeiiiiiiiiiiiiiece 44 W 7.6 Saudi Arabia ..o 0.0
219 COST 0 BXPOIT .ot 45 . ... 1,325.0 China ..o 390.0
220 COSt O IMPOM ..ottt 47 W 1,825.0 SiNgapore ........ccoceeeveeeenn. 367.0
2.21  Cost of enforcing contracts..........ccocceovioiiiiiiiiiiicic 15, ... 16.5 China ..o 8.8
2.22  Cost of closing a busiNess ..........cccoviiiiiiiiiiiii 24 M. 12.0 Multiple (4) ..o 1.0

3rd pillar: Financial stability

Risk of a currency crisis Argenting ........ccoceeerericenenn
3.01  Change in real effective exchange rate...........c.ccccoceeiiiinn. 1.1 Russian Federation. .
3.02  External vulnerability indicator Kuwait ..o
3.03  Current account balance to GDP..........cccccooiiiiiiiiiii Multiple (2) ..ooooveiiiiiiiiiee, 0.0
3.04  Dollarization vulnerability indicator . Saudi Arabia ........ccoociii 9.6

3.06A  External debt to GDP (developing economies) ..................... 24, M. 51.0 Switzerland..........c.ocooe 121.3
3.06B  Net int'l investment position to GDP (adv. economies)....... N/a i n/a

Risk of systemic banking crisis Indonesia.......cccccoeviiiininne 16.0
3.06  Activity restrictions for banks.............ccocooeiiiiiiiiiiee 8. .M. ... 11.0 Multiple (24) ..o 8.0
3.07  Entry restrictions for banks ...........ccccoocoviiiiiiiiiiieee 265 M. 7.0 Multiple (3) .o 9.0
3.08 Capital restrictions for banks..............ccoooeiiiiiiiiiiiiie 18 ... 5.0 Multiple (3) .o 14.0
3.09  Official SUPEIVISOrY POWET .......ccuiiiiiiiiiiiiieicee e 20... WM. 11.0 South Africa.....cccccevviiiinns 9.0
3.10  Private monitoring of the banking industry ................ccc...... 0. H........ 7.0 Multiple (11) oo 0.0
3.11  Frequency of banking CriSes .........c..cccooiiiiiiiiiiiiii 52 . 4.0
3.12  Stability INEX ..o 28 4.7
3.13  Cumulative real estate appreciation ............ccccooceeeiiciiincns N/a i n/a

Risk of sovereign debt crisis Multiple (15) ...coooiiiiiin. 20.0
3.14  Local currency sovereign rating .........c.ccccceeeveeeeieieeeieeenn 52 6.0 Multiple (15) «.ooooviiiiiiie 20.0
3.15  Foreign currency sovereign rating...........cccccecveeevieieeeineeennn.. 52,0 ... 6.0

4th pillar: Banks

Size index Hong Kong SAR .................. 10.8
4,07 SiZE INAEX vttt 51. .. 3.6

Efficiency index United Arab Emirates............ 6.8
4.02  Efficiency iINAEX c..o.vioeiiiieiece e 48 ... .M. 3.9 Multiple (11) oo 0.0
4.03  Public ownership of banks ...........cocooviiiiiiiiiie 310 41.9

Financial information disclosure Belgium ......ccoooiiiiiiiii 57.2
4.04  Public credit registry COVErage .........ccccovviiiiiiiiiiiiiiieicee 6. WM. 255 Multiple (7) c.ooooveiiiiiiia. 100.0
4.05 Private credit bureau coverage..........c.occooviiviiiiiiiiiiiiiee 1. W 100.0 Multiple (14) ..o 6.0
4.06  Credit Information INAeX ........ccooiiiiiiiiiiiii 1. 6.0

5th pillar: Non-banks

IPO activity France....
5.07 PO market Share .......cccocooviiiiiiiiiiiiec 33 0.3 Kazakhstan
5.02 PO proceeds amoOUNt .......c.coviiiiiaiiiiaie e 26 0.4 Japan ...
5.03  Share of world IPOS .......ccoiiiiiiiiiiic 34...W. 0.2

M&A activity
5.04  M&A market Share........occooooiiiiiiiiiii 36...W. 0.1
5.056 M&A transaction value to GDP ..o 37 1.9 United States .......c.coceevenee 33.2
5.06  Share of total number of M&A deals ...........cccoevviiiiiinanns 33 W 0.3
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Argentina

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct ........cccoevviiiiiiiiiiiiiiiiiiieeee 32....
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccocevviiiiiiiiieicie e 36.....
5.11  Relative value-added of insurance..............cccocooiiiiiiiins 19...
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccocccoveiiiiiiiics United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreements..........oovvvvvieiiiiiieciieeeeee e
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ...

6.07  Foreign exchange derivatives turnover: Currency swaps ....n/a ..........
6.08 Foreign exchange derivatives turnover: Options................. nfa......

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development
6.10  Private-sector bonds to GDP........cocooviiiiiiiiiiiie 26.....
6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth
7.01 M2 10 GDP ..o 35.....
7.02  Private debt to GDP ...c.ooooiiiiiiii 33....
7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization 10 GDP.........ccccooiiiiiiiiiiiii a4 ...
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP .
7.08  Stock market value traded to GDP.........cccoooiiiiiiiiii 46 .....

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability .
7.11  Ease of access t0 Credit.......coovieiiiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles

55



2: Country/Economy Profiles

56

Australia

Key indicators Financial assets by major type, 2006

Population (millions), 2007 21.0 4.9% US$ bn
GDP (USS$ billions), 2007 908.8 42.0% Public debt securities.......128.4
GDP (current prices, US$) per capita, 2007 ................... 43,312.3 M Private debt securities......749.0

GDP (PPP) as share (%) of world total, 2007 .............ccooueee... 1.18
Average annual rate of real GDP growth (%), 2003-07 ......3.27

M Banking deposits ..
M Equity securities ...

Total

24.3%

Total/GDP: 345.0%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ...vrueeerererererrersresssessesesseessesssseses

INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 21 41
Size index 15 39
Efficiency index 35 40
Financial information disclosure 12 47
5th pillar: Non-banks 6 43
IPO activity 8 40
M&A activity 7 40
Insurance 13 41
Securitization 8 50
6th pillar: Financial markets 8 46
Foreign exchange markets 6 65
Derivatives markets 8 44
Equity markets 15 46
Bond markets 19 34
1 2 3 4 5 6 7
Tth pillar: Size, depth, and 14 56
Size and depth 16 44
Access 10 49
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccocooviiiiiiiiii 24 .M. 1.2

Corporate governance
Extent of incentive-based compensation...............c...ccooen 18..W 5.0
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 300 3.0
Centralization of economic policymaking.............ccc.coceeeenn. 130 4.1
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccevveiviiiiiiiieciieiiien
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies .............ccccooeviiiiiiiennn 2.0 ... 5.5
Judicial iNdependence ..........ccc.ooviiiiiiiiieeiece e 4. M. 6.4
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 10 close @ DUSINESS.......coviiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1.0 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education .
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment ......cccoooiiiiiii e

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies
COrporate tax rate .......cooiiieiiiiiiiee e

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Australia

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccoiiiiiiiiiiii 4. M. 0.8 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCenses ..........cccoceoviiiiiiiii 5. W ... 13.2 United Arab Emirates............ 1.5
Cost of registering Property .........cccccooveoiiiiiiiiiiiicece 33, 4.9 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 27 W 930.0 China ..o 390.0
COSt 10 IMPOTT ..o 34.. . W... 1,120.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 22 20.7 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 160 ... 8.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccoceoeiiiiis 42 . W 4.8 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccocooiiiiiiiiiiis 1.1 Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies)........ 130 —60.6 Switzerland..........c.ocooe 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........cccooiiiiiiiiii 16... 0. 10.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............ccccoocoieiiiiiiiice 25 7.0 Multiple (24) ..o 8.0
Capital restrictions for banks ..........ccoocooeiiiiiiiii N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) .o 14.0
Private monitoring of the banking industry ................cccooo 2. W 8.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 120 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 24 W 37.3 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating.........ccoocooviiiiiiiiiiiieas 1. Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 15 0 7.1 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovrviviiiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........ccoocoovviiiiiiiiiiiicics 1. W 100.0 Multiple (7) c.ooooveiiiiiiia. 100.0
Credit Information INdex ........ccccooiiiiiiiiiiic 15 0 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 120 2.2 France....

IPO proceeds amount ........coeoviiiiiiiiie e 16,0 0.8 Kazakhstan

Share of World IPOS ......ccciiiiiiiiiii e 5. ... 8.0 Japan ...

M&A activity
M&A market share...............
M&A transaction value to GDP
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Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 120
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccocvvuiiiiiiiiiiii e 160

5.11  Relative value-added of insurance...........ccccocoeevieiiiiiiiinnne, 8. W ...
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnover............ccccoiviiiiiiciiicee United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........ccoveeeviiiiiiciieeieeeee e
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07 Foreign exchange derivatives turnover: Currency swaps....... 3.0
6.08 Foreign exchange derivatives turnover: Options .................... g..H. ...

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........cocoeviiiiiiiiiiiiii 10....H......

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP oo 120
7.02  Private debt to GDP ....oooiiiiiiiie 120

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP..........ccoocooviiiiiiiie
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP..........ccoooiiiiiiiiiiii 17 .0

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit........oooviiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS .......ccooiiiiiiiiiiiiiie

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Austria

Key indicators Financial assets by major type, 2006

Population (millions), 2007 8.3 20.0% USS bn
GDP (US$ billions), 2007 3739 2 Public debt securities........210.3
GDP (current prices, US$) per capita, 2007 ................... 45,181.1 M Private debt securities......335.0
GDP (PPP) as share (%) of world total, 2007 ........................ 0.49 B Banking deposits..

Average annual rate of real GDP growth (%), 200307 ......2.46 W Equity securities ...

29.8% Total

Total/GDP: 324.2%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 18 43
Size index 19 37
Efficiency index 21 51
Financial information disclosure 271 39
5th pillar: Non-banks 30 21
IPO activity 22 23
M&A activity 38 14
Insurance 19 35
Securitization 42 13
6th pillar: Financial markets 24 29
Foreign exchange markets 20 1.6
Derivatives markets 21 1.5
Equity markets 38 26
Bond markets 9 49
1 2 3 4 5 6 7
Tth pillar: Size, depth, and acce: 19 54
Size and depth 21 42
Access 16 47
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Austria

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.3

Corporate governance
Extent of incentive-based compensation...............c...ccooen 7. 5.0
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 4. A 3.7
Centralization of economic policymaking.............ccccoovieiins 9. .M. ... 4.5
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 6. .H......... 4.5
Judicial iNdependence ..........ccc.ooviieiiiiiiiiiece e 8. ... 6.1
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1.0 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........ccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies
COrporate tax rate .......cooiiieiiiiiiiiei e

Infrastructure

Quality of overall infrastructure ..........c..occooiiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles

61



2: Country/Economy Profiles

62

Austria

Financial Development Index in detail (contd.)

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)
Cost of doing business
2.16  Cost of starting a business ..........ccccccoeiiiiiiiiiiii 18, ... 5.4 Ireland.......cccooviiiiiii, 0.3
2.17  Cost of dealing with licenses ..........cccoceviiiiiiiiiii 22 73.7 United Arab Emirates............ 1.5
2.18  Cost of registering property ...........ccccoceeviiiiiiiiiciiiiece 3T 4.5 Saudi Arabia ..o 0.0
219 COST 0 BXPOIT .ot 24 . WM. 843.0 China ..o 390.0
220 COSt O IMPOM ..o 200 843.0 SiNgapore ........ccoceeeveeeenn. 367.0
2.21  Cost of enforcing contracts..........cccoeeiiiiiiiiiiiiicicce 8. ... 12.7 China ..o 8.8
2.22  Cost of closing a busiNess ..........cccoviiiiiiiiiiiii 33, 18.0 Multiple (4) ..o 1.0
3rd pillar: Financial stability
Risk of a currency crisis
3.01  Change in real effective exchange rate..............cccocoeiiiin 21l 0.4 Argenting........cccceeevieiieenn.
3.02  External vulnerability indicator........... Russian Federation. .
3.03  Current account balance to GDP . Kuwait .c.ooveiiiiiii
3.04  Dollarization vulnerability indicator ...........ccccooiiiiiiiiiie, 1. W n/a Multiple (2) .o 0.0
3.05A  External debt to GDP (developing economies) Saudi Arabia ........ccoeoiiiiiinins 9.6
3.05B  Net int'l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis
3.06  Activity restrictions for banks............ccoocoiiiiiii 29, 7.0 Indonesia.......cccccoeviiiininne 16.0
3.07  Entry restrictions for banks ...........ccccooooiiiiiiiiiiiie 1. 8.0 Multiple (24) ..o 8.0
3.08 Capital restrictions for banks............cccoovoiiiiiiiiiiiiie 18 ... 5.0 Multiple (3) .o 9.0
3.09  Official SUPErVISOry POWET ......c.cveveiieiiieiiieeieeeeeeen 22 B 10.5 Multiple (3) .o 14.0
3.10  Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
3.11  Frequency of banking CriSes ...........ccocevvivieiiiiiiiiieiecee 1. 0.0 Multiple (11) oo 0.0
3.12  Stability Index .
3.13  Cumulative real estate appreciation ............ccccoovvericiienannne 16... WM. 15.0 Russian Federation............. -68.4
Risk of sovereign debt crisis
3.14  Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
3.15  Foreign currency SOVereign rating...........cccoeveveeieicaeeic e 1. Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks
Size index
4,07 SiZE INAEX .ttt 19, 0. 6.9 Hong Kong SAR .................. 10.8
Efficiency index
4.02  EFficiency INAEX .....oovvioiieiiicieeeee e United Arab Emirates............ 6.8
4.03  Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure
4.04  Public credit registry COVErage .........ccooovviiiiiiiiiiiiiieecene 18... ... 1.3 Belgium ......ccoooiiiiiiiii 57.2
4.05 Private credit bureau coverage............ccoooiioiiiiiiiiiiiii 24 W 40.6 Multiple (7) .o 100.0
4.06  Credit Information INAeX ........cccoiiiiiiiiiiiii T W 6.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks
IPO activity
5.01 PO market Share .......cccocooviiiiiiiiiicieccc 200 1.1 France....
5.02 PO proceeds amOUNTt .......c.coviiiiiiiiiiaie it 12 W 0.9 Kazakhstan
5.03  Share of world IPOS ......cccooiiiiiiiiiiieeee 24 W 0.6 Japan ...

M&A activity

5.04 M&A market share............... JIRCH I
5.05 MQ&A transaction value 10 GDP ..........ccooiiiiiiiiiii 40.....
5.06  Share of total number of M&A deals ...........cccooeeiiiiiiiiis 26.....
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Austria

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 220
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccocvvuiiiiiiiiiiii e 190

5.11  Relative value-added of insurance............cccoccooviiiiiiiicnnene 13 ...
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....17....H.........
6.08 Foreign exchange derivatives turnover: Options .................. 15....H......

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP.......cccooiiiiiiiiii 9. M. ...

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP .ooiiiiiiii nfa....
7.02  Private debt to GDP .....oooiiiiiiii g..H. ...

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP...........ccoooiviiiiiiii
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP..........ccoooiiiiiiiiii 38....0H.......

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovieiiiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Bahrain

Key indicators Financial assets by major type, 2006

Population (millions), 2007 ..........ccoceeereeeeereeeeereeeeeereianns 0.8 12.4% US$ bn

. 52.1%

GDP (US$ billions), 2007 . 197 . Public debt securities............ 5.0
GDP (current prices, US$) per capita, 2007 ................... 25,730.5 n.0% M Private debt securities..

GDP (PPP) as share (%) of world total, 2007 ........................ 0.04 M Banking deposits ..

Average annual rate of real GDP growth (%), 200307 ......6.78 W Equity securities ...

24.5% Total 406

Total/GDP: 256.3%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 IndeX.......cccvereeeeerererereerererese e srereseeanens 28 3.9 meEEE——— | | |

1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS

1st pillar: Institutional environment 20 54
Capital account liberalization 20 6.8
Corporate governance 25 49
Legal and regulatory issues 24 43
Contract enforcement 30 41
Domestic financial sector liberalization.........cc.ccocovieieeencininnne 1 70
2nd pillar: Business environment 26 4.7
Human capital 43 37
Taxes 2 62
Infrastructure 25 43
Cost of doing business nfa n/a
3rd pillar: Financial stability 25 438
Risk of a currency crisis 46 34
Risk of systemic banking crisis 2 62
Risk of sovereign debt crisis 25 49

1 2 3 4 5 6 7

Financial intermediation

4th pillar: Banks 43 3.0
Size index 34 22
Efficiency index 40 37
Financial information disclosure nfa n/a

5th pillar: Non-banks 25 23
IPO activity 11 31
M&A activity 26 1.8
Insurance nfa n/a
Securitization 26 20

6th pillar: Financial markets 32 23
Foreign exchange markets 3 12
Derivatives markets 31 1.1
Equity markets 30 32
Bond markets 25 3.0

N
w
ES
o
(=2}
~

Capital availability and access

Tth pillar: Size, depth, and acce: 30 47
Size and depth 32 33
Access 23 44

7 OUTPUTS

N
w
=
3]
=

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”

The Financial Development Report 2008 © 2008 World Economic Forum



Bahrain

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
.23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccocooviiiiiiiiii 20.... .M. 2.3

Corporate governance
Extent of incentive-based compensation...............c...ccoeein 37 . 4.3
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............cc.ccooooviiiiiiciien 9. .M. ... 4.0
Centralization of economic policymaking.............ccccooeeeein. 430 2.6
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 39... 0. 3.1
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 320 4.1
Irregular payments in judicial decisions
Number of procedures to enforce a contract....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection
Time 10 close @ DUSINESS ......coiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ...........c..cccccoovviiiinnn. 1.0 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education .
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor .
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies
COrporate tax rate .......coovioiiiiiiiiiiei e

Infrastructure

Quality of overall infrastructure .............occooiiiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Bahrain

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE

2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business.........c..cccoiiiiiiiiiiii, N/a i n/a Ireland.......cccooviiiiiii, 0.3

Cost of dealing with licenses ...........ccccocviiiiiiiiiiii N/a i n/a United Arab Emirates............ 1.5

Cost of registering Property ...........ccoceoevoiiiiiiiiicicen N/a i n/a Saudi Arabia ..o 0.0

COST 10 EXPOM ittt N/a i n/a China ..o 390.0

COSt 10 IMPOTT ..o N/a .o n/a SiNgapore ..........ccccceeeennne 367.0

Cost of enforcing Contracts........cc.ocoevvviiiiiiiiiiiieece N/A .o n/a China ..o 8.8

Cost of closing @ bUSINESS ......cooviiiiiiiiieicec N/ ., n/a Multiple (4) ..o, 1.0

3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccoceoviiiiin 4. M. -4.2 Argenting........cccceeevieiieenn.
Russian Federation. .
Kuwait ..o,

Dollarization vulnerability indicator ..........ccccocvviiiiiiiine Multiple (2) ..ooooveiiiiiiiiiee, 0.0

External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6

Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3

Risk of systemic banking crisis

Activity restrictions for banks............ccoooiiiiiii 16... WM. 10.0 Indonesia.......cccccoeviiiininne 16.0

Entry restrictions for banks ............c.ccocoviiiiiioiiiiieeee 1. 8.0 Multiple (24) ..o 8.0

Capital restrictions for banks.............ccocoieoieiiicoiieieeee 4. M. 8.0 Multiple (3) .o 9.0

Official supervisory power Multiple (3) .o 14.0

Private monitoring of the banking industry ................cccooo 2. W 8.0 South Africa.....cccccevviiiinns 9.0

Frequency of banking CriSes ..........c.cccovviviiiiiiiiiiieeeee 1. 0.0 Multiple (11) .o 0.0

Stability Index

Cumulative real estate appreciation .............ccocooeiviiienn. N/a i n/a Russian Federation............. -68.4

Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0

Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0

4th pillar: Banks

Size index

SIZE INAEX 1.t 34, W 5.1 Hong Kong SAR .................. 10.8

Efficiency index

Efficiency iNdeX ..o United Arab Emirates............ 6.8

Public ownership of banks Multiple (17) oo 0.0

Financial information disclosure

Public credit registry COVErage .........ccooceevvriiiiiiiiiiiiie N/@ i n/a Belgium ......ccoooiiiiiiiii 57.2

Private credit bureau coverage...........occoovviiiiiiiiiiiiie N/@ it n/a Multiple (7) .o 100.0

Credit Information INdeX.........ccooviiiiiiiiiiii N/a i n/a Multiple (14) ..o, 6.0

5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 36... M. 0.2 France....

IPO proceeds amouNt ........coviiiiiiiiii i 4. M. 2.8 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 39...W.. 0.1 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals ............cccooeiiiiiiiiiins 50.... 0. 0.0
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Bahrain

Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance
Insurance premiums, dir€Ct.........ocoeviiiiiiiiiiiiiieeee N/A ., n/a
Insurance density
Real growth of direct insurance premiums....

INsurance Penetration..........occviiiiiiiiiiiiee e N/a . n/a
Relative value-added of insurance..............ccooceoiiiiiiiiiinns N/@ i n/a
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange turNoVer...........cccoiieiiiiiiiices United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover . United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets

Interest rate derivatives turnover:

Forward rate agreementsS..........ccooevvieiiioiieeieeeeeeeeee
Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options ....
Foreign exchange derivatives turnover: Currency swaps.....26....H................ 0.1
Foreign exchange derivatives turnover: Options ................. 23... 0. 0.1

Equity market development
Equity market turnover....
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP.........cccociiiiiiiiiiiiec N/a . n/a
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 18.... W ... 65.7
Private debt to GDP .......cociiiiiii e 22 .M. 29.6
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization t0 GDP...........oocooviiiiiii
Relative value-added of financial institutions to GDP
Private credit to0 GDP ..o

Stock market value traded to GDP..........ccoooeiiiiiiiii 43 .0 5.5

Access

Financial market sophistication ...
Venture capital availability

Ease of access to credit.. ..o
Ease of access to local equity market
Bank branches .
Ease of access t0 10ans .......cooviiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Belgium

Key indicators Financial assets by major type, 2006

Population (millions), 2007 10.7

22.0% w

. 23.6%

GDP (USS$ billions), 2007 453.6 Public debt securities.......368.6
GDP (current prices, US$) per capita, 2007 ................... 42,556.9 M Private debt securities......406.4
GDP (PPP) as share (%) of world total, 2007 ........................ 0.58 M Banking deposits ..

Average annual rate of real GDP growth (%), 2003-07 ......2.27 24.2% M Equity securities ...

30.2% Total

Total/GDP: 421.7%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ...vrueeerererererrersresssessesesseessesssseses

INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 17 44
Size index 26 3.0
Efficiency index 11 57
Financial information disclosure 16 43
5th pillar: Non-banks 26 22
IPO activity 32| I 185
M&A activity 3% 15
Insurance 18 37
Securitization 22 23
6th pillar: Financial markets 16 37
Foreign exchange markets 10 30
Derivatives markets 10 33
Equity markets 36 29
Bond markets Bl B2
1 2 3 4 5 6 7
Tth pillar: Size, depth, and acce: 16 56
Size and depth 14 45
Access 15 48
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Belgium

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.3

Corporate governance
Extent of incentive-based compensation...............c...ccooen 27 L 4.9
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 36..0.. 2.8
Centralization of economic policymaking.............ccccoovieiins 4. M. 5.1
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 320 3.6
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 17...W. 5.4
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 10 close @ DUSINESS.......coviiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1.0 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ettt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...........ccccooiiiiiiiiii
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Belgium

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 17 . 5.3 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 19,0 63.7 United Arab Emirates............ 1.5
Cost of registering Property .........cccccooveoiiiiiiiiiiiicece 50.... 0. ... 12.7 Saudi Arabia ..o 0.0
COST 10 BXPOIT .ot 48 .M. 1,600.0 China ..o 390.0
COSt 10 IMPOTT ..o 46.... 0. 1,600.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 7. . 16.6 China ..o 8.8
Cost of closing @ bUSINESS .....coviiiiiiiiiiiiiiee 5...M........... 4.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoeiiiins 30...W. 2.5 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccccooviiiiiiiiiinis 1.1 Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks..........cccoccoieiiiiiiiii 29, 7.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoiiiiiiiiiiieeeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 28 ..M. 3.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccocceee. 23 6.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes ..........c.cccovviviiiiiiiiiiieeeee 1. 0.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 27 WL 42.9 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 26 6.1 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovviiiiiiiiiiiiiiicieee 1. W 57.2 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........c.cccoovvoiiiiiiiiiiiii. 42 W 0.0 Multiple (7) c.ooooveiiiiiiia. 100.0
Credit Information INdexX .........cccooiiiiiiiiiii 31l 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 28 0.4 France....

IPO proceeds amount ........coeoviiiiiiiiie e 33 W 0.3 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 21 . 0.8 Japan ...

M&A activity

M&A market share............... 27
M&A transaction value to GDP ..........cooiiiiiiiiiii 39...
Share of total number of M&A deals .........c..cccooeiiiiiiiiis 23 0.8
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Belgium

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 17.... .M.
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccoceevuiiiiiiiiiiiciec e 10....H........

5.11  Relative value-added of insurance............cccoccooviiiiiiiicnnene 17, ..
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....14....H........
6.08 Foreign exchange derivatives turnover: Options .................. 4. A

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........cocooviiiiiiiiiiiie 1.

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP .ooiiiiiiii nfa....
7.02  Private debt to GDP .....oooiiiiiiii 9..H. ... ..

7.03  Public debt to GDP
7.04  Bank deposits to GDP
7.05  Stock market capitalization 10 GDP.........cccccooiiiiiiiiiiiies 22.....
7.06 Relative value-added of financial institutions to GDP ....
7.07  Private credit to GDP

7.08  Stock market value traded to GDP.........cccooooiiiiiiiiii 32,0

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovieiiiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Brazil

Key indicators Financial assets by major type, 2006
Population (millions), 2007 .........ccccouiiicrreecnmemmiriccniiiiseenens 189.3 5% 24.2% Ussbn
GDP (US$ billions), 2007 . 13136 " 4 Public debt securities.......499.2
GDP (current prices, US$) per capita, 2007 ..........cooceenn... 6,937.9 M Private debt securities......241.0
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 2.81 M Banking deposits..
Average annual rate of real GDP growth (%), 2003-07 ......3.84 17% M Equity securities ...
Total
29.7%
Total/GDP: 192.5%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX.....cverererererererersrarsssrsrasssasssssarasasases 40 3.3 eeeesss——m & | | | |
1 2 3 4 5 6 7
1st pillar: Institutional environment 3.7
Capital account liberalization 2.3
Corporate governance 32 45
Legal and regulatory issues 48 3.0
Contract enforcement 45 35
Domestic financial sector liberalization ............ccoeeneeeenceunnes 34 51
2nd pillar: Business environment 37 40
Human capital 4 37
Taxes 42 35
Infrastructure 38 30
Cost of doing business 21 58
3rd pillar: Financial stability 44 36
Risk of a currency crisis 27 44
Risk of systemic banking crisis 44 39
Risk of sovereign debt crisis 41 25
1 2 3 4 5 6 7
4th pillar: Banks 52 25
Size index 50 14
Efficiency index 51 22
Financial information disclosure 6 5.1
5th pillar: Non-banks 21 28
IPO activity 14 29
M&A activity 29 17
Insurance 25 28
Securitization 17 38
6th pillar: Financial markets 34 23
Foreign exchange markets 27 13
Derivatives markets 27 13
Equity markets 37 26
Bond markets 21 33
1 2 3 4 5 6 7
Capital availability and access
Tth pillar: Size, depth, and acce: 37 41
Size and depth 37 28
Access 37 37
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiiiii 39... 0. 0.2

Corporate governance
Extent of incentive-based compensation...............c...ccoeein 36.... W 4.4
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 51 .0 . 1.9
Centralization of economic policymaking.............ccccooeeeein. 40,0 2.7
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 49, W ... 2.2
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 44 . W .. 3.1
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 10 close @ bUSINESS.......coviiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ...............cccoooiiiiin. 4. 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education .
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ...
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiieiii et

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles

73



2: Country/Economy Profiles

14

Brazil

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 29,0 104 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 7. . 59.4 United Arab Emirates............ 1.5
Cost of registering Property .........cccccooveoiiiiiiiiiiiicece 20... M. 2.8 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 400 1,090.0 China ..o 390.0
COSt 10 IMPOTT ..o 39...H..... 1,240.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 15, ... 16.5 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 24 ... M. 12.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccoceoeiiiiis 47 LB 9.0 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccccooviiiiiiiiiinis 1.1 Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks............ccoooiiiiiii 22 M. 9.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoiiiiiiiiiiieeeee 1. 8.0 Multiple (24) ..o 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 18 ... 5.0 Multiple (3) .o 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccocceee. 10 WM. 7.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 38...H.. ... 2.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation .............ccoocooeiviiiinn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 50 4.1 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ..........ccoovvriiviiiiiiiiiieee 10.... WM. 171 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........c.cccoovvoiiiiiiiiiiiii. 21 W 46.4 Multiple (7) c.ooooveiiiiiiia. 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 15, . 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share ........cocoooviiiiiiiiiic e 8. ... 2.8 France....

IPO proceeds amount ........coeoviiiiiiiiie e 18, ... 0.7 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 130 2.0 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals .........c..cccooeiiiiiiiiis 21 W 0.8
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Brazil

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 18....H.......
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........cccoceeviiieiiiciiiieeicieeeeen 31T UL
5.11  Relative value-added of insurance..............cccocooiiiiiiiins ...

Securitization
5.12  Securitization to GDP

M Development Advantage

SCORE

30,389.7
....160.9
....... 8.9

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS..........ccooevvieiiioiieeieeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....15....H........
6.08 Foreign exchange derivatives turnover: Options .................. 33...0......

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........cocooviiiiiiiiiiiie 24, .M.

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP oo 36..0........
7.02  Private debt to GDP ....oooiiiiiiiie 24 M.

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP..........ccoocooviiiiiiiie
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP.........cccooooiiiiiiiiii 34,0

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovviiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......cc.ooiiiiiiiiiiiiii e

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Canada

Key indicators Financial assets by major type, 2006
Population (millions), 2007 32.9 23.0% 16.3% USS bn
GDP (US$ billions), 2007 14321 . Public debt securities........840.6
GDP (current prices, US$) per capita, 2007 ................... 43,484.9 12.3% B Private debt securities.....633.8
GDP (PPP) as share (%) of world total, 2007 ............ccoowrrrrens 1.96 ' M Banking deposits ..
Average annual rate of real GDP growth (%), 2003-07 ......2.69 W Equity securities ...

38.4% Total

Total/GDP: 404.2%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ....rerrreerrrrerrrerreresresessesessesessessssesasses

INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 6 5.1
Size index 2 58
Efficiency index 29 46
Financial information disclosure 9 50
5th pillar: Non-banks 5 44
IPO activity 23 23
M&A activity 3| Y
Insurance 14 41
Securitization 5 54
6th pillar: Financial markets 13 41
Foreign exchange markets 12 28
Derivatives markets 5 48
Equity markets 19 44
Bond markets 15 41
1 2 3 4 5 6 7
Tth pillar: Size, depth, and 5 65
Size and depth 3 58
Access 14 48
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Canada

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.6

Corporate governance
Extent of incentive-based compensation ...............cc.cccoeeen. 7. 5.4
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 200 3.5
Centralization of economic policymaking.............ccccoovieiins 6. W ... 4.7
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies .............ccccooeviiiiiiiennn 9. .M ... 5.0
Judicial iNdependence ..........cccoovvviiiiiiiiiceee MW 6.0
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 10 close @ DUSINESS.......coviiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1.0 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ittt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...........ccccooiiiiiiiiii
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Canada

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........cccccoociiiiiiiiiiiie 7MW 0.9 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 30...0......... 125.4 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 130 1.8 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 46.... 0. 1,385.0 China ..o 390.0
COSt 10 IMPOTT ..o 44 . M. 1,425.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 14 . 0. 16.2 China ..o 8.8
Cost of closing @ bUSINESS .....coviiiiiiiiiiiiiiee 5...M........... 4.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoeiiiins 33 3.0 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccccooviiiiiiiiiinis 1.1 Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies).......... 9. .M. ... -12.6 Switzerland..........c.ocooe 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........cccooiiiiiiiiii 25 8.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoiiiiiiiiiiieeeee 1. 8.0 Multiple (24) ..o 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 25 W 4.0 Multiple (3) .o 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccoceoviiiiiiieiiieees e 120 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 17 B 19.6 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating.........ccoocooviiiiiiiiiiiieas 1. Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 2. W 9.3 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovrviviiiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........ccoocoovviiiiiiiiiiiicics 1. W 100.0 Multiple (7) c.ooooveiiiiiiia. 100.0
Credit Information INdeX .........cccooiiiiiiiiiii T W 6.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 17 B 1.3 France....

IPO proceeds amount ........coeoviiiiiiiiie e 32, 0.3 Kazakhstan

Share of World IPOS ......ccoiiiiiiiiiii e 8. W ... 3.6 Japan ...

M&A activity
M&A market share
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Canada

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........ccooviiiiiiiiiiiiiieieceeeee gs...m.....
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccocvvuiiiiiiiiiiii e 16....0....

5.11  Relative value-added of insurance............cccoccooviiiiiiiiinncns 34... 0.
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........ccoveeeviiiiiiciieeieeeee e
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07 Foreign exchange derivatives turnover: Currency swaps....... 4. .M.
6.08 Foreign exchange derivatives turnover: Options .................. 10....H.....

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........cocoeviiiiiiiiiiiiii 20..m.......

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP oo 4. 0.
7.02  Private debt to GDP .....oooiiiiiiiii 18...0. ...

7.03  Public debt to GDP
7.04  Bank deposits to GDP
7.05  Stock market capitalization t0 GDP..........ccoocoiviiiiiiii
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP..........ccoooiiiiiiiiiiii 18.... 0.

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability .
7.11  Ease of access t0 Credit.......coovviiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Chile

Key indicators Financial assets by major type, 2006

Population (millions), 2007 ........c..ooceeeeeeeereeerereseesesesiesieeneans 16.6 2.7% 1% USS$ bn
GDP (USS$ billions), 2007 . 163.8 61.0% l Public debt securities............ 17
GDP (current prices, US$) per capita, 2007 ........cccoeeernne.. 9,879.1 M Private debt securities..

GDP (PPP) as share (%) of world total, 2007 ........................ 0.36 2529 M Banking deposits..

Average annual rate of real GDP growth (%), 200307 ......4.93 W Equity securities ...

Total 286.0
Total/GDP: 196.1%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX.....cverererererererersrarsssrsrasssssssssarasasaes 30 3.8 eeeee————— | | |
1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS
1st pillar: Institutional environment 21 54
Capital account liberalization 25 6.0
Corporate governance 16 54
Legal and regulatory issues 23 44
Contract enforcement 29 42
Domestic financial sector liberalization.........cc.ccocovieieeencininnne 1 70
2nd pillar: Business environment 2 49
Human capital 25 45
Taxes 8 53
Infrastructure 28 38
Cost of doing business 14 59
3rd pillar: Financial stability 31 45
Risk of a currency crisis 36 4.0
Risk of systemic banking crisis 42 39
Risk of sovereign debt crisis 21 5.5
1 2 3 4 5 6 7
4th pillar: Banks 30 37
Size index 29 28
Efficiency index 39 39
Financial information disclosure 4 53
5th pillar: Non-banks 44 1.7
IPO activity 42 12
M&A activity 32 16
Insurance 34 25
Securitization 37 15
6th pillar: Financial markets 40 21
Foreign exchange markets 26 13
Derivatives markets 36 1.0
Equity markets 31 31
Bond markets 3B 23
1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: 35 43
Size and depth 38 27
Access 22 44

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”

The Financial Development Report 2008 © 2008 World Economic Forum



Chile

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccocooviiiiiiiiii 25... .M. 1.8

Corporate governance
Extent of incentive-based compensation...............c...ccooen 9. ... 5.0
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 2. 0. 3.8
Centralization of economic policymaking.............cccccoceeenn. 33,0 3.0
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 30.... 0. 3.8
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 30.... 0. 4.2
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ... .
Time 10 close @ DUSINESS......ccoviiiiiiiiiicc

Domestic financial sector liberalization
Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1.0 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education .
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies
COrporate tax rate .......coovioiiiiiiiiiiei e

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Chile

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 27 W 8.6 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 310 128.1 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 12 1.3 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 13, 645.0 China ..o 390.0
COSt 10 IMPOTT ..o 12 ... 685.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 37,0 28.6 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 26,0 15.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoeiiiins 38 W 4.2 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ...........ccccccvviiiiiiiine Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........ccocoiviiiiiiiiii 2. W 14.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............ccccoocoieiiiiiiiice 38...H.. . 4.0 Multiple (24) ... 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 13 6.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccocceee. 23 W 6.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 38...H.. ... 2.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation .............ccoocooeiviiiinn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 29, 5.7 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ..........ocoovvviiiiiiiiiiiiiecee 5. ... 26.2 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........c.cccoovvoiiiiiiiiiiiii. 26...W. 33.5 Multiple (7) .o 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 15, . 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooeiiiiiiiiiie 41 . 0.1 France....

IPO proceeds amount ........coeiviiiiiiiiiie e 41 . W 0.1 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 39...W.. 0.1 Japan ...

M&A activity

M&A market share............... .33
M&A transaction value to GDP ..........cooiiiiiiiiiii 26.....
Share of total number of M&A deals .........c..cccooeiiiiiiiis 38, 0.2
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Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance

Insurance premiums, dir€Ct ........coooeiviiiiiiiiiiiee 36...0H........ 4,704.1
Insurance density
Real growth of direct insurance premiums.... .
Insurance Penetration..........c.occcocieoiiiiiiiiii e 30...W. 3.3

Relative value-added of insurance.............cccoocoiviiiiiininne. 5. 1.6
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange turNoVer...........cccoiieiiiiiiiices United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover . United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets

Interest rate derivatives turnover:

Forward rate agreementsS...........cccveeeveoieecciieiceeeeeeee
Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options ....
Foreign exchange derivatives turnover: Currency swaps.....30.... 0. ................ 0.1
Foreign exchange derivatives turnover: Options.................. N/a i n/a

Equity market development
Equity market turnover....
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP..........cccooiiiiiiiiiiiic 18... ... 19.9
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 24... . A........ 49.7
Private debt to GDP .......cociiiiiii e 28,0 ... 21.7
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization t0 GDP...........oocooviiiiiii
Relative value-added of financial institutions to GDP ....
Private credit to GDP . .
Stock market value traded to GDP..........cccoooiiiiiiiiiii 36...H.. 19.7

Access

Financial market sophistication ...
Venture capital availability

Ease of access to credit.. ..o
Ease of access to local equity market
Bank branches .
Ease of access t0 10ans .......cocoviiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSTTA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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China

Key indicators Financial assets by major type, 2006

Population (millions), 2007 ........cccooeveeeerreeereereereeseresieeees 1,321.1 7.8% USS$ bn
GDP (USS$ billions), 2007 . 3,250.8 a9k " Public debt securities........590.6
GDP (current prices, US$) per capita, 2007 ..........cooeernne 2,460.8 M Private debt securities......421.6
GDP (PPP) as share (%) of world total, 2007 ..........c.c......... 10.83 M Banking deposits ..

Average annual rate of real GDP growth (%), 2003-07 ....10.60 W Equity securities ...

54.8% Total

Total/GDP: 287.6%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INAEX......cverererererererersrsrsssrsrasssssssssarasasaes . \ \ \
5 6 7
INPUTS
1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization ............ccoeeneceencennnes 43 34
2nd pillar: Business environment 35 41
Human capital 40 38
Taxes 41 35
Infrastructure 42 29
Cost of doing business 8 6.0
3rd pillar: Financial stability 19 52
Risk of a currency crisis 70 #B8
Risk of systemic banking crisis 18 50
Risk of sovereign debt crisis 30 47
1 2 3 4 5 6 7
4th pillar: Banks 7 50
Size index 6 48
Efficiency index 14 54
Financial information disclosure 16 43
5th pillar: Non-banks 15 33
IPO activity 1 68
M&A activity 24 20
Insurance 24 3.0
Securitization 39 14
6th pillar: Financial markets 30 27
Foreign exchange markets 23 14
Derivatives markets nfa n/a
Equity markets 24 40
Bond markets 38 22
1 2 3 4 5 6 7
Tth pillar: Size, depth, and acce: 24 5.1
Size and depth 12 47
Access 52 29
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiii 46,0 .. -1.1

Corporate governance
Extent of incentive-based compensation...............c...ccooeeen 29 ... 4.6
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 18...H............ 3.6
Centralization of economic policymaking.............ccc.coceeeenn. 9. 0. 3.8
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 23.... 0. 4.1
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 42 . W 3.4
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ...............cccoooeiiin. A3 W 2.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education .
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ...
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ettt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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China

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 260 8.4 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 47 W 840.2 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 27 W 3.6 Saudi Arabia ..o 0.0
COST 10 EXPOIT .. 1. W 390.0 China ..o 390.0
COST 10 IMPOTT ..o 4. W 430.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiviiiiiiiiiiicie 1. W 8.8 China ..o 8.8
Cost of closing @ bUSINESS ......c.vooiiiiiiiiiiiiiie 400 22.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoeiiiins 1. -1.9 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ...........ccccccvviiiiiiiine Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........cocoiiiiiiiiii N/a .o n/a Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ...........ccoocoiiiiiii N/a i n/a Multiple (24) ..o 8.0
Capital restrictions for banks ..........ccoccooeiiiiiiiiii N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) .o 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........ccooevveioieiieiieees e 12 ... 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation ...........ccoocooiviiiiiiiie 3..E. -13.1 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 6. W ... 8.2 Hong Kong SAR .................. 10.8
Efficiency index

Efficiency iNdeX ..o United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........cooovvriiiiiiiiiiiiiciece 2. W 49.2 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........c.cccoovvoiiiiiiiiiiiii. 42 W 0.0 Multiple (7) .o 100.0
Credit Information INdexX .........cccooiiiiiiiiiii 31l 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share ........cocoooviiiiiiiiiic e 2. W 19.0 France....

IPO proceeds amouNt ......c.coviiiiiiiiii i 5. ... 1.9 Kazakhstan

Share of World IPOS ......ccoiiiiiiiiii e 4. W 9.4 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals ............cccooeiiiiiiiiiins 0. W 2.4
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China

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........ccooviiiiiiiiiiiiiieieceeeee 9. M. . . ..
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccocevviiiiiiiiieicie e 34... 0.

5.11  Relative value-added of insurance............cccoccooviiiiiiiiinncns 31...m
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS..........ccooevvieiiioiieeieeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps ...nfa ..................
6.08 Foreign exchange derivatives turnover: Options................. nfa.cooeeiean.

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP.....

Bond market development

6.10  Private-sector bonds to GDP........cooeviiiiiiiiiiiiiiee 25...0. ..

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP oo 2. 0.
7.02  Private debt to GDP ....oooiiiiiii 30..0m.......

7.03  Public debt to GDP
7.04  Bank deposits to GDP
7.05  Stock market capitalization t0 GDP ..........ccccoooiiiiiiiii,
7.06  Relative value-added of financial institutions to GDP
7.07  Private credit to GDP.....ccoooiiiii

7.08  Stock market value traded to GDP..........ccooooiiiiiiiiiiie 24... .M.

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability .
7.11  Ease of access t0 Credit........oooviiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Colombia

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........cc.ooveeeeeeeereeeseeeseeseseseesieeseans 475 18.0%
GDP (USS billions), 2007 . 171.6 33.1% o Public debt securities.........

GDP (current prices, US$) per capita, 2007 ..........ccocernne. 36115 M Private debt securities..

GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 0.49 M Banking deposits..
Average annual rate of real GDP growth (%), 2003-07 .....5.45 W Equity securities ...
11% Total 169.7
17.8%
Total/GDP: 124.6%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX.....cverererererererersrarsssrsrasssasssssarasasases 44 3.2 eees—— \ \ \ \
1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS
1st pillar: Institutional environment 38 38
Capital account liberalization 40 22
Corporate governance 38 44
Legal and regulatory issues 4 34
Contract enforcement 48 32
Domestic financial sector liberalization...........cccoeveeneieeienens 29 58
2nd pillar: Business environment 43 38
Human capital 39 pm3i8
Taxes 39 36
Infrastructure 41 30
Cost of doing business 43 49
3rd pillar: Financial stability 35 43
Risk of a currency crisis 22 A7
Risk of systemic banking crisis 13 5.1
Risk of sovereign debt crisis 38 30
1 2 3 4 5 6 7
4th pillar: Banks 36 33
Size index 4 19
Efficiency index 28 47
Financial information disclosure 33 35
5th pillar: Non-banks 36 19
IPO activity nfa n/a
M&A activity 34 15
Insurance 32| I25
Securitization 3 16
6th pillar: Financial markets 47 1.1
Foreign exchange markets 38 11
Derivatives markets 39 1.0
Equity markets 45 1.8
Bond markets 36 23
1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: 43 3.7
Size and depth 42 23
Access 42 36

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Colombia

Financial Development Index in detail

1.02
1.03
1.04
1.06
1.06
1.07
1.08
1.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

1.17
1.18
1.19
1.20
1.21
1.22
1.23
1.24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiii 40,0 ... -0.1

Corporate governance
Extent of incentive-based compensation ...............c...ccoeeen 48 .M 3.9
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 42 0 2.6
Centralization of economic policymaking.............ccc.coceeeenn. 28,0 3.3
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 42 . W 3.0
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 33,0 3.8
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 10 close @ bUSINESS.......coviiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c..cccoooiiiiin. 29 ... 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education .
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiieiii et

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Colombia

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 38...W. 19.3 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 45 . ... 602.8 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 18, ... 2.5 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 47 W 1,440.0 China ..o 390.0
COSt 10 IMPOTT ..o 45.. W 1,440.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 50.... ... 52.6 China ..o 8.8
Cost of closing @ bUSINESS .....coviiiiiiiiiiiiiiee 1. 1.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoviiiinns 23, W 0.7 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccocooiiiiiiiiiiis 1.1 Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks ..o N/a .o n/a Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ...........ccoocoiiiiiii N/a i n/a Multiple (24) ..o 8.0
Capital restrictions for banks ..........ccoccooeiiiiiiiiii N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........ccooevveioieiieiieees e 12 ... 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation ...........ccoocooeiviiiiiiiiine 9. .M. ... 5.5 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 44 W 4.7 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........ccoovvviiviiiiiiiiiiiee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 25 .M. 39.9 Multiple (7) .o 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 15, . 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share ........ccooviiiiiiiiiii N/@ i n/a France....

IPO proceeds amount ........ccoiiiiiiiiiiiiieice e N/@ i n/a Kazakhstan

Share of world IPOS ........ooiiiiiiiiiiceeceee e N/a i n/a Japan ...

M&A activity

M&A market share............... .35
M&A transaction value to GDP ..........cooiiiiiiiiiii 30.....
Share of total number of M&A deals .........c..cccooeiiiiiiiis 39...W. 0.1
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Colombia

Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance

Insurance premiums, dir€Ct ........coooeiviiiiiiiiiiiee 38...0H........ 3,199.7
Insurance density
Real growth of direct insurance premiums.... . .
INsurance Penetration..........c.occcoceeoiiiiiiiiiic e 37 . 2.4

Relative value-added of insurance.............cccoocoiviiiiiininne. 6. W 1.5
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange turNoVer...........cccoiieiiiiiiiices United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover . United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
Interest rate derivatives turnover:
Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee

Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options ....
Foreign exchange derivatives turnover: Currency swaps.....34 ... B ... 0.0
Foreign exchange derivatives turnover: Options ................. 7.0 0.0

Equity market development
Equity market turnover....
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP..........cccooiiiiiiiiiiicie 33, 0.5
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 33....0. 29.8
Private debt to GDP .......cociiiiiii e 48 ... 1.4
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization t0 GDP...........cocoiviiiiii 39...
Relative value-added of financial institutions to GDP ....
Private credit to GDP . .
Stock market value traded to GDP..........cccoooiiiiiiiii 42 W 8.3

Access

Financial market sophistication ...
Venture capital availability

Ease of access to credit.. ..o
Ease of access to local equity market

Bank branches .
Ease of access t0 10ans .......cocoviiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles

91



2: Country/Economy Profiles

92

Czech Republic

Key indicators Financial assets by major type, 2006

Population (millions), 2007 ........cc.ooeveeeevererrerrrerrnnn. 10.3

GDP (USS billions), 2007 ..cocovcvvserersrrsonsvssosssssinssnssnes 1753 2078 Public debt securities.........
GDP (current prices, US$) per capita, 2007 .................. 17,069.7 M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.orevvernn. 0.38 78% M Banking deposits..
Average annual rate of real GDP growth (%), 200307 .....5.46 W Equity securities ...
Total 200.3
Total/GDP: 140.1%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX.....cverererererererersrarsssrsrasssssssssarasasaes 35 3.4 eeeessssmm | | | |
1 2 3 4 5 6 7
1st pillar: Institutional environment 34 41
Capital account liberalization 2] 56
Corporate governance 29 45
Legal and regulatory issues 37 38
Contract enforcement 40 36
Domestic financial sector liberalization...........cccoeveeneieeinens 44 34
2nd pillar: Business environment 25 48
Human capital 21 48
Taxes 28 42
Infrastructure 23 45
Cost of doing business 25 56
3rd pillar: Financial stability 34 43
Risk of a currency crisis 43 35
Risk of systemic banking crisis 27 46
Risk of sovereign debt crisis 29 48
1 2 3 4 5 6 7
4th pillar: Banks 44 29
Size index 3 24
Efficiency index 48 29
Financial information disclosure 24 41
5th pillar: Non-banks 48 15
IPO activity 38 12
M&A activity 4 13
Insurance 42 21
Securitization 41 1.3
6th pillar: Financial markets 31 24
Foreign exchange markets 29 12
Derivatives markets 3 11
Equity markets 28 37
Bond markets 27 3.0
1 2 3 4 5 6 7
Capital availability and access
Tth pillar: Size, depth, and acce: 40 4.0
Size and depth 40 26
Access 38 37
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”

The Financial Development Report 2008 © 2008 World Economic Forum



Czech Republic

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccocooviiiiiiiiii 27 2.3

Corporate governance
Extent of incentive-based compensation...............c...ccooeen A3 W 4.3
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 48,0 2.4
Centralization of economic policymaking.............ccc.coceeeenn. 12...A............ 4.1
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. A1 W 3.0
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 31,0 4.1
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ...............cccoooeiiin. A4 W 2.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ittt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Czech Republic

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 30... 0. 10.6 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNses .........ccccoiviiiiiiiiiie 9. W ... 18.5 United Arab Emirates............ 1.5
Cost of registering Property .........cccccooveoiiiiiiiiiiiicece 22.. .M. 3.0 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 20... M. 775.0 China ..o 390.0
COSt 10 IMPOTT ..o 22 M. 860.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 43 .0 33.0 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 26,0 15.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccoceoeiiiiis 41 4.6 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........cccooiiiiiiii 4. W 12.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoviiiiiioiiiiieeee 1. 8.0 Multiple (24) ..o 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 18 ... 5.0 Multiple (3) .o 9.0
Official supervisory power Multiple (3) .o 14.0
Private monitoring of the banking industry .................ccoc..... 23 W 6.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 12 ... 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 4. ... 9.5 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 33, W 5.3 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovrviviiiiiiiiiiieee 15, . 4.2 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 18... ... 53.0 Multiple (7) .o 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 15, . 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 37 W 0.1 France....

IPO proceeds amount ........coeoviiiiiiiiie e 38, 0.2 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 38...W.. 0.1 Japan ...

M&A activity

M&A market share............... A3
M&A transaction value to GDP ..........cooiiiiiiiiii 42.....
Share of total number of M&A deals .........c..cccooeiiiiiiiis 30...W.. 0.4
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Czech Republic

Financial Development Index in detail (contd.)

M Development Advantage Development Disadvantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
5th pillar: Non-banks (cont'd.)
Insurance
5.07  Insurance premiums, dir€Ct ........cccoevviiiiiiiiiiiiiiiiiiieeee 33....0m.... 5,304.5 United States .......... 1,170,100.6
5.08 Insurance density . United Kingdom ............. 6,466.7
5.09 Real growth of direct insurance premiums.... W37l -0.5 India.....coooiiiiiii 52.6
5.10  Insurance penetration...........ccccocvvviiiiiiiiieiiieecee e 25, M. ... 3.8 United Kingdom .................. 16.5
5.11  Relative value-added of insurance............cccoccooviiiiiiiiicencn 46 W 0.2 Switzerland.........cccoooiiiiil 4.8
Securitization
5.12  Securitization to GDP United States .. 229
5.13  Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccocccoveiiiiiiiics United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0
Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreements...........ccoovvieiiiiiiiieiie e United Kingdom
6.05 Interest rate derivatives turnover: Swaps United Kingdom
6.06 Interest rate derivatives turnover: Options .... . . United States
6.07  Foreign exchange derivatives turnover: Currency swaps.....34 ... B............... 0.0 United Kingdom
6.08 Foreign exchange derivatives turnover: Options .................. 31 0.0 United Kingdom
Equity market development
6.09  Equity market turnover.... Pakistan.... ...374.3
7.05  Stock market capitalization to GDP.... Hong Kong SAR ................ 713.3
Bond market development
6.10  Private-sector bonds to GDP........cocooviiiiiiiiiiiie 27 5.9 United States ...........c....... 114.0
6.11  Public-sector bonds to GDP France
6.12  International bonds to GDP Netherlands.
Tth pillar: Size, depth, and access
Size and depth
7.01  M210 GDP oo 7. . 67.7 Hong Kong SAR ................ 252.3
7.02  Private debt to GDP ...c.ooooiiiiiiii 32,0 111 Netherlands............c.c........ 216.2
7.03  Public debt to GDP AUSEA .o 7.0
7.04  Bank deposits to GDP Hong Kong SAR ................ 250.4
7.05  Stock market capitalization 10 GDP.........ccccooiiiiiiiiiiiii 43 Hong Kong SAR ................ 713.3
7.06 Relative value-added of financial institutions to GDP ...........32 Panama..... ..9.2
7.07  Private credit to GDP .37. United States ........cccooee 193.7
7.08  Stock market value traded to GDP..........cccccoooviiiiiiiiis 35,0 23.2 Saudi Arabia .......ccooceeiine 356.2
Access
7.09  Financial market sophistication ... Switzerland
7.10  Venture capital availability United States ..b.3
7.11  Ease of access t0 Credit........oooviiiiiiiiiiiiiii Slovak Republic..................... 5.9
7.12  Ease of access to local equity market Sweden ....
7.13  Bank branches
7.14  Ease of access t0 10aNS ......cc.ooiiiiiiiiiiiiii NOrWaY .....ocvveeiieiiiiiiecciiees B.%

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles

95



2: Country/Economy Profiles

96

Egypt

Key indicators Financial assets by major type, 2006
Population (.m.iIIions), 2007 oo 73.6 30.0% 01% USS$ bn
GDP (USS billions), 2007 . 121.9 Public debt securities........

GDP (current prices, US$) per capita, 2007 ..........coeeernne 1,738.8 M Private debt securities..

GDP (PPP) as share (%) of world total, 2007 ............ccoo...c... 0.63 W Banking deposits...
Average annual rate of real GDP growth (%), 200307 ......5.14 W Equity securities ...
29.2% 07% Total 3115

Total/GDP: 290.1%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INA@X.......ccerererrererreresreresseressssessssessssessases 37 33 eesss——— | \ \ \

1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS
1st pillar: Institutional environment 35 41
Capital account liberalization 26 59
Corporate governance 46 4.1
Legal and regulatory issues 39| B35
Contract enforcement 42 36
Domestic financial sector liberalization...........cccoeveeneieeinens 46 34
2nd pillar: Business environment 40 39
Human capital 49 35
Taxes 31 40
Infrastructure 46 2.6
Cost of doing business 29 55
3rd pillar: Financial stability 47 34
Risk of a currency crisis 33 43
Risk of systemic banking crisis 48 36
Risk of sovereign debt crisis 43 23
1 2 3 4 5 6 7
4th pillar: Banks 34 34
Size index 45 1.7
Efficiency index 17 52
Financial information disclosure 36 32
5th pillar: Non-banks “a 17
IPO activity 39 12
M&A activity 3 16
Insurance 38 22
Securitization 25 20
6th pillar: Financial markets 38 22
Foreign exchange markets nfa n/a
Derivatives markets nfa n/a
Equity markets 32 31
Bond markets 46 1.2
1 2 3 4 5 6 7
Tth pillar: Size, depth, and acce: 31 46
Size and depth 26 38
Access 49 32
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Egypt

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccocooviiiiiiiiii 26,0 2.6

Corporate governance
Extent of incentive-based compensation...............c...ccooeen 49 W 3.8
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 25.. .M. 3.2
Centralization of economic policymaking.............ccccooeeeein. 48 ..M. 2.1
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 4. . 3.4
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 25... M. 4.9
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts .....
Strength of investor protection
Time 10 close @ DUSINESS......ccoviiiiiiiiiicc

Domestic financial sector liberalization
Domestic financial sector liberalization ...............cccoooeiiin. 46,0 2.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollment .......oooiiiiiiii e

Taxes

Irregular payments in tax collection ...
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cocioiiirioiieiieiiia et

Infrastructure
Quality of overall infrastructure ............cccooioiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ..........c.ccoociiiiiiiiiiii
Telephone lines
Mobile telephone subscribers ...

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Egypt

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 44 W 28.6 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with licenses ...........ccccooiiiiiiiiiiiii 43 . 0. 474.9 United Arab Emirates............ 1.5
Cost of registering property ..........cccoceviiiiiiciieicieee 0. W 1.0 Saudi Arabia ..o 0.0
COST 10 EXPOMT .ttt 7. 714.0 China ..o 390.0
COSt 10 IMPOTT ..ot 13 ... 729.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts .........ccccccocviiiiiiiiiiiii 29,0 25.3 China ..o 8.8
Cost of closing @ bUSINESS ......c.vieiiiiiiiiiiiii e 400 22.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate ..........cccocoeiviiiinne 8. ... -3.4 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............cccccooviviiiiiiin. Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks ..o N/a .o n/a Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ...........ccoocoiiiiiii N/a i n/a Multiple (24) ..o 8.0
Capital restrictions for banks ..........ccoccooeiiiiiiiiii N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking Crises .........cccocevviiiiiiciiiicce, 38 2.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation ..o, N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX oot 45 W 45 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ..........ccccoovvvvviiiiiiniiiiis. 6. WM. 1.6 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage ............ccoccooviiiiiiiiiiiiie N/@ i n/a Multiple (7) .o 100.0
Credit Information INdex ........ccooovviiiiiiiii i 31 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market share .......cccoviiiiiiiiiii 40 W 0.1 France....

IPO proceeds amount .......cccooviiiiiiiiiiie i 36... M. 0.2 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 39...W.. 0.1 Japan ...

M&A activity

M&A market share ..............
M&A transaction value to GDP
Share of total number of M&A deals ............cccooeiiiiiiiiins 40 W 0.1
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Egypt

Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance

Insurance premiums, dir€Ct ........coooeiviiiiiiiiiiiee 47 .. .M. 843.1
Insurance density
Real growth of direct insurance premiums.... . .
INsurance Penetration............occcocveoiiiiiiiiiic e 46.. M. 0.8

Relative value-added of insurance...........ccccooeiiiiiiiiiniienn 4. W 2.9
Securitization

Securitization to GDP ...

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange turnover ..o, United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover ... United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets

Interest rate derivatives turnover:

Forward rate agreements.........coovvveeeiiiiiieciieeeee e
Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options ...

Foreign exchange derivatives turnover: Currency swaps ....n/a ............ccc......... n/a
Foreign exchange derivatives turnover: Options.................. N/a .., n/a

Equity market development
Equity market turnover ...............
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP.........cccoociiiiiiiiiiiien N/a i n/a
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 1. u........... 92.4
Private debt to GDP .......cociiiiiii e A3 2.2
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization t0 GDP...........oocooviiiiiii
Relative value-added of financial institutions to GDP
Private credit t0 GDP........ocooiiiiiii .
Stock market value traded to GDP..........cccoooiiiiiiiiiii 30... 0. 44.2

Access

Financial market sophistication ...
Venture capital availability

Ease of access to credit.. ..o
Ease of access to local equity market
Bank branches .
Ease of access t0 10ans .......cocoviiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Finland

Key indicators Financial assets by major type, 2006

Population (millions), 2007 5.3

15.3%

GDP (US$ billions), 2007 245.0 4 Public debt securities.........
GDP (current prices, US$) per capita, 2007 ................... 46,601.9 18.2% M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ............ccoowrreeen. 0.29 ' M Banking deposits ..

Average annual rate of real GDP growth (%), 200307 ......3.52 W Equity securities ...

19.5% Total 563.8

Total/GDP: 268.8%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ...erueerrererrererrerrresssesseessesessessssesean

INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 40 3.1
Size index 28 3.0
Efficiency index 46 3.2
Financial information disclosure 39 30
5th pillar: Non-banks 29 21
IPO activity 31 16
M&A activity 28 1.8
Insurance 15 40
Securitization 43 13
6th pillar: Financial markets 18 34
Foreign exchange markets 31 12
Derivatives markets 24 14
Equity markets 6 56
Bond markets 16 4.1
1 2 3 4 5 6 7
Tth pillar: Size, depth, and acce: 22 53
Size and depth 24 39
Access 9 50
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”

The Financial Development Report 2008 © 2008 World Economic Forum



Finland

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.3

Corporate governance
Extent of incentive-based compensation...............c...ccooen 6. W 5.0
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............cc.cocooviiiiiecien 3.0 4.6
Centralization of economic policymaking.............ccc.coceeeenn. 10...H......... 4.3
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccevveiviiiiiiiieciieiiien
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies .............ccccooeviiiiiiiennn 5. .0 ... 5.3
Judicial iNdependence ..........ccc.ooviieiiiiiiiiiece e 2.0 ... 6.4
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 10 close @ DUSINESS.......coviiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1.0 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment ......cccoooiiiiiii e

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies .
COrporate tax rate .......cooiiieiiiiiiiiei e

Infrastructure

Quality of overall infrastructure ..........c..occooiiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...........ccccooiiiiiiiii
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Finland

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........cccccoociiiiiiiiiiii 8..H ... 1.0 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 29...W..... 122.3 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 280 4.0 Saudi Arabia ..o 0.0
COST 10 EXPOIT ..t 3...W...... 420.0 China ..o 390.0
COST 10 IMPOTT ..o 3...E 420.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing Contracts..........ccooooiviiiiiiiiiiicie 6. W ... 104 China ..o 8.8
Cost of closing @ bUSINESS .....coviiiiiiiiiiiiiiee 5...M........... 4.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoviiiinns 26 1.5 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccccooviiiiiiiiiinis 1.1 Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies).......... 8. -12.2 Switzerland..........c.ocooe 121.3
Risk of systemic banking crisis

Activity restrictions for banks..........ccocoiiiiiiiiiiii 22 W 9.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............cccoocooieiiiiiiiiee 25 0 7.0 Multiple (24) ... 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 25 W 4.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccoccoe.e. 23 6.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 12 ... 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 21 W 32.9 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating.........ccoocooviiiiiiiiiiiieas 1. Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INABX . 28 6.0 Hong Kong SAR ... 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovrviviiiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 3T...W 14.9 Multiple (7) .o 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 15, . 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 30.... M. 0.3 France....

IPO proceeds amount ........coeoviiiiiiiiie e 23 0.4 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 320 0.3 Japan ...

M&A activity

M&A market share............... 26
M&A transaction value to GDP ..........cooiiiiiiiiiii 23 ...
Share of total number of M&A deals .........c..cccooeiiiiiiiiis 22 W 0.8
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Finland

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 23....0...
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccocvvuiiiiiiiiiiii e 1.

5.11  Relative value-added of insurance............cccoccooviiiiiiiiicencn 40....0.
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....27 ....H..........
6.08 Foreign exchange derivatives turnover: Options .................. 26...0........

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........cocoeviiiiiiiiiiiiii 5. W

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP .ooiiiiiiii nfa....
7.02  Private debt to GDP .....ooooiiiiiiiiie 20.. WM.

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP..........ccoocooviiiiiiiie
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP..........coooiiiiiiiiiii 7. 0.

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coooiiiiiiiiiiiiiiiee
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS .......ccooiiiiiiiiiiiiiie

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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France

Key indicators

Population (millions), 2007 61.7
GDP (USS$ billions), 2007 2,560.3
GDP (current prices, US$) per capita, 2007 ................... 41,511.2
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 3.17

Average annual rate of real GDP growth (%), 2003-07 ......1.83

Financial assets by major type, 2006

USS$ bn

Public debt securities....1,517.5
M Private debt securities...2,254.9
W Banking deposits .. .1,698.2
M Equity securities ...

Total

Total/GDP: 350.7%

Financial Development Index 2008

Rank (out of 52)

2008 INUEX ....reerrrererrerrrerresessesessesessesessessssesssses

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 14
Size index 22
Efficiency index 8
Financial information disclosure 16

5th pillar: Non-banks 3
IPO activity 2
M&A activity 4
Insurance 2
Securitization 9

6th pillar: Financial markets 4
Foreign exchange markets 9
Derivatives markets 3
Equity markets 22
Bond markets 4

Capital availability and access

Tth pillar: Size, depth, and 1"
Size and depth 13
Access 19

5.7
4.7
4.6

Score (1-7 scale)

INPUTS

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”

The Financial Development Report 2008 © 2008 World Economic Forum



France

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.6

Corporate governance
Extent of incentive-based compensation ...............cc.cccoeeen. 1. 5.7
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 44 . 2.6
Centralization of economic policymaking.............ccc.coceeeenn. 25, 0. 3.4
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccevveiviiiiiiiieciieiiien
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 170 4.4
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 19,0 5.3
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1.0 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiieiii et

Infrastructure

Quality of overall infrastructure ..........c..occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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France

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........cccccoociiviiiiiiiii 9. .M. ... 1.1 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 13,0 24.9 United Arab Emirates............ 1.5
Cost of registering Property .........cccccooveoiiiiiiiiiiiicece 38, 6.1 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 37...W... 1,028.0 China ..o 390.0
COSt 10 IMPOTT ..o 36....H...... 1,148.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 19,0 17.4 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 18,0 ... 9.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoviiiinns 25 0.9 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccocooiiiiiiiiiiis 1.1 Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies).......... 7. W 4.8 Switzerland..........c.ocooe 121.3
Risk of systemic banking crisis

Activity restrictions for banks..........ccoeoiiiiiiiiiiii 22 W 9.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............cccoocooieiiiiiiiiee 25 0 7.0 Multiple (24) ... 8.0
Capital restrictions for banks.............ccocoieoieiiicoiieieeee 4. M. 8.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccoccoe.e. 10 WM. 7.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 120 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 30....W.. 50.3 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating.........ccoocooviiiiiiiiiiiieas 1. Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 22 W 6.3 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX ...vooiiiiiie i 9. .M ... 5.7 United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovviiiiiiiiiiiiiiicieee 7. W 24.8 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........c.cccoovvoiiiiiiiiiiiii. 42 W 0.0 Multiple (7) .o 100.0
Credit Information INdexX .........cccooiiiiiiiiiii 31l 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share ........cocoooviiiiiiiiiic e 1. W 31.0 France....

IPO proceeds amouNt ......c.coviiiiiiiiii i 2. W 3.7 Kazakhstan

Share of World IPOS ......ccciiiiiiiiiii e 7. W 5.0 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals.........c.ccccooevviiiiiiiiin 7. .M. 4.4
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France

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........ccooviiiiiiiiiiiiiieieceeeee 4. M.
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........cccocieiiiiiiiiiiiii e 5. 0.
5.11  Relative value-added of insurance..............cccocooiiiiiiiins 23...0....
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnover............ccccoiviiiiiiciiicee United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:

Forward rate agreementsS...........ccoveeeviiiiiiciieeieeeee e
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....
6.07 Foreign exchange derivatives turnover: Currency swaps....... 5.. 0. .
6.08 Foreign exchange derivatives turnover: Options .................... 7.1 ..

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development
6.10  Private-sector bonds to GDP.......cccooiiiiiiiiii 8. .M. ...
6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth
7.01 M2 10 GDP .ooiiiiiiii nfa......
7.02  Private debt to GDP .....ooooiiiiiiiiie 10.... 0.
7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP.........cccccooiiiiiiiiiiiiis 19....
7.06 Relative value-added of financial institutions to GDP ....
7.07  Private credit to GDP .
7.08  Stock market value traded to GDP.........cccoooiiiiiiiiiii 20..m....

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovieiiiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS ......cc.ooiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Germany

Key indicators

Population (millions), 2007 82.2
GDP (USS$ billions), 2007 3,322.1
GDP (current prices, US$) per capita, 2007 ................... 40,415.4
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 4.34

Average annual rate of real GDP growth (%), 2003-07 ......1.39

Financial assets by major type, 2006

USS$ bn

Public debt securities....2,069.8
M Private debt securities...3,357.5
M Banking deposits ..
M Equity securities ...

16.0% 20.2%

32.7% Total 10,253.1

Total/GDP: 351.6%

Financial Development Index 2008

Rank (out of 52)

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 9
Size index 16
Efficiency index 10
Financial information disclosure 8

5th pillar: Non-banks 7
IPO activity 13
M&A activity 5
Insurance "
Securitization 10

6th pillar: Financial markets 7
Foreign exchange markets 8
Derivatives markets 7
Equity markets 16
Bond markets 3

Capital availability and access

Tth pillar: Size, depth, and 9 58
Size and depth 10 48 v
Access 1 49
1 2 3 4 5 6

Score (1-7 scale)

7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Germany

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.3

Corporate governance
Extent of incentive-based compensation ...............cc.cccoeeen. 4. W 5.6
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 29,0 3.1
Centralization of economic policymaking.............ccccoovieiins 2. 0. 5.3
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccevveiviiiiiiiieciieiiien
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 0. .H......... 4.9
Judicial iNdependence ..........ccc.ooviieiiiiiiiiiece e 1. 6.5
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1.0 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........ccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies
COrporate tax rate .......cooiiieiiiiiiiiei e

Infrastructure

Quality of overall infrastructure ..........c..occooiiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Germany

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 200 5.7 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 18,0 ... 63.1 United Arab Emirates............ 1.5
Cost of registering Property .........cccccooveoiiiiiiiiiiiicece 36... W 5.2 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 18, 740.0 China ..o 390.0
COSt 10 IMPOTT ..o 16 W 765.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiviiiiiiiiiiicie 7. W 11.8 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 160 ... 8.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoeiiiins 13 W -0.8 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccccooviiiiiiiiiinis 1. W n/a Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies).......... 5. ... 25.5 Switzerland..........c.ocooe 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........occoooiiiiiiiii 29, 7.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............cccoocooieiiiiiiiiee 33 W 6.0 Multiple (24) ..o 8.0
Capital restrictions for banks.............ccocoiveeieiiiiioiieieee g.. .M. ... 7.0 Multiple (3) .o 9.0
Official supervisory power Multiple (3) .o 14.0
Private monitoring of the banking industry ..............c..ccoco..... 10 WM. 7.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 120 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation ...........ccoocoeiviiiiiiinne 5. WM. ... -4.6 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating | 20.0 Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating............ccoceoeveeevieiiceceeen 1. W 20.0 Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 16,0 7.1 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX ...vooiiiiiie i 7. .M. 5.8 United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ..........ccoovvriiviiiiiiiiiieee 20,0 0.7 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........c.oocoovviiiiiiiiiiiiiie 8. ... 98.1 Multiple (7) .o 100.0
Credit Information INdeX .........cccooiiiiiiiiiiii T W 6.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share ........cocoooviiiiiiiiiic e 7. W 3.7 France....

IPO proceeds amount ........coeoviiiiiiiiie e 28 0.3 Kazakhstan

Share of World IPOS ......ccciiiiiiiiiii e 9. W ... 3.1 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals .........cccccoooviviiiiiiiiine 6. M. ... 4.7
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Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........ccooviiiiiiiiiiiiiieieceeeee 5. 0.
5.08 Insurance density
5.09 Real growth of direct insurance premiums.... .
5.10  Insurance penetration...........ccccocvvuiiiiiiiiiiii e 17,0

5.11  Relative value-added of insurance............cccoccooviiiiiiiicnnene 29...W....
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:

Forward rate agreementsS...........ccoveeeviiiiiiciieeieeeee e
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....
6.07 Foreign exchange derivatives turnover: Currency swaps.....18....[H......
6.08 Foreign exchange derivatives turnover: Options .................. 1. .

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development
6.10  Private-sector bonds to GDP........cocooviiiiiiiiiiiie 2.0
6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth
7.01 M2 10 GDP .ooiiiiiiii nfa......
7.02  Private debt to GDP .....oooiiiiiiii 6. .M. .
7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP.........cccccooiiiiiiiiiiics 32....
7.06 Relative value-added of financial institutions to GDP ....
7.07  Private credit to GDP .
7.08  Stock market value traded to GDP..........ccoooiiiiiiiiiiii 23...m....

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovviiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles

111



2: Country/Economy Profiles

112

Hong Kong SAR

Key indicators Financial assets by major type, 2006

Population (millions), 2007 7.0 1.1% 4.1%

GDP (USS$ billions), 2007 206.7 8.1% 21.8% Public debt securities..........
GDP (current prices, US$) per capita, 2007 ................... 29,649.5 M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.orevvernn. 0.45 M Banking deposits..

Average annual rate of real GDP growth (%), 200307 ......6.37 W Equity securities ...

Total

Total/GDP: 1235.5%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ...ceerereerrrrerrrerreresresessesessesessessssesasses

INPUTS

1st pillar: Institutional environment
Capital account liberalization

Corporate governance

Legal and regulatory issues

Contract enforcement
Domestic financial sector liberalization

2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 5 52
Size index 1 70
Efficiency index 36 4.0
Financial information disclosure 26 4.0
5th pillar: Non-banks 13 35
IPO activity 7 42
M&A activity 10 32
Insurance 6 5.1
Securitization 31 1.6
6th pillar: Financial markets 11 42
Foreign exchange markets 7 65
Derivatives markets 1M 32
Equity markets 12 49
Bond markets 3 25
1 2 3 4 5 6 7
Tth pillar: Size, depth, and acce: 3 6.6
Size and depth 5 57
Access 1 55
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Hong Kong SAR

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.6

Corporate governance
Extent of incentive-based compensation...............c...ccooen Mol 5.2
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............cc.ccooooviiiiiiciien 2.0 4.8
Centralization of economic policymaking.............ccc.coceeeenn. 4. 0. 4.1
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 22 .0 4.2
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 130 5.9
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1.0 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........coovivieieiiiiiiee et

Infrastructure

Quality of overall infrastructure ..........c..occooiiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...........ccccooiiiiiiiiii
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Hong Kong SAR

Financial Development Index in detail (contd.)

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)
Cost of doing business
2.16  Cost of starting a business ..........ccccccoeiiiiiiiiiiii 130 3.1 Ireland.......cccooviiiiiii, 0.3
2.17  Cost of dealing with licenses ..........cccoceviiiiiiiiiii (RO BT 21.3 United Arab Emirates............ 1.5
2.18  Cost of registering property ...........ccccoceeviiiiiiiiiciiiiece 34 . W 5.0 Saudi Arabia ..o 0.0
219 COSE 0 BXPOIT .ottt 8. ... 525.0 China ..o 390.0
2.20  COSt 1O IMPOIT ..o 7. .M. 525.0 SiNgapore ..........ccccceeeennne 367.0
2.21  Cost of enforcing contracts..........ccocceeiviiiiiiiiiiicicc 13,0 14.5 China ..o 8.8
2.22  Cost of closing a busiNess ..........cccoviiiiiiiiiiiii 18 9.0 Multiple (4) ..o 1.0
3rd pillar: Financial stability
Risk of a currency crisis
3.01  Change in real effective exchange rate.............cccocooiiiin. 5. .M. 4.1 Argenting........cccceeevieiieenn.
3.02  External vulnerability indicator........... Russian Federation. .
3.03  Current account balance to GDP . Kuwait .c.ooveiiiiiii
3.04  Dollarization vulnerability indicator ...........ccccooiiiiiiiiiie, 1. W n/a Multiple (2) .o 0.0
3.05A  External debt to GDP (developing economies) Saudi Arabia ........ccoeoiiiiiinins 9.6
3.05B  Net int'l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis
3.06  Activity restrictions for banks...........ccocoiiiiiiiii N/a i n/a Indonesia.......cccccoeviiiininne 16.0
3.07  Entry restrictions for banks ...........cccoocoiiiiiiii N/a i n/a Multiple (24) ..o 8.0
3.08 Capital restrictions for banks ...........ccoocoiiiiiiiiiii N/a i n/a Multiple (3) .o 9.0
3.09  Official supervisory power Multiple (3) .o 14.0
3.10  Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
3.11  Frequency of banking CrisSes ............occooiiiiiiiiiiiiii 50 ... 3.0 Multiple (11) oo 0.0
3.12  Stability Index .
3.13  Cumulative real estate appreciation ............ccccoovvericiienannne 25 38.0 Russian Federation............. -68.4
Risk of sovereign debt crisis
3.14  Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
3.15  Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks
Size index
40T SiZE INAEX .ttt 1. W 10.8 Hong Kong SAR .................. 10.8
Efficiency index
4.02  EFficiency INAEX .....ovviviieiieciiceee e United Arab Emirates............ 6.8
4.03  Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure
4.04  Public credit registry COVErage ..........ccovviiiiiiiiiiiiiieicee 21 0.0 Belgium ......ccoooiiiiiiiii 57.2
4.05  Private credit bureau coverage............ccoooiiiiiiiiiiiiei 15 W 64.7 Multiple (7) .o 100.0
4.06  Credit Information INAeX ........cccoviiiiiiiiiiiiii 150 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks
IPO activity
5.01 PO market Share .......cccocooviiiiiiiiiicieccc 0. WM. 2.3 France....
5.02 PO proceeds amOUNTt .......c.coiiiiiiiiiiieie et 3. 3.3 Kazakhstan
5.03  Share of world IPOS ......cccooiiiiiiiiiiieeee I UV BT 2.6 Japan ...

M&A activity

5.04 M&A market share...............
5.056 M&A transaction value to GDP
5.06  Share of total number of M&A deals ...........cccooeviiiiiiiinnn, 14.....
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Hong Kong SAR

Financial Development Index in detail (contd.)

M Development Advantage Development Disadvantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
5th pillar: Non-banks (cont'd.)
Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 21....0. 19,842.3 United States .......... 1,170,100.6
5.08  Insurance density .........ccocevviiiiiiiiiianiieneeeeeeeee el 12 B 2,787.6 United Kingdom ............. 6,466.7
5.09 Real growth of direct insurance premiums.... . India.....coooiiiiiii 52.6
5.10  Insurance penetration...........cccocieiiiiiiiiiiiii e 7. .0 10.5 United Kingdom .................. 16.5
5.11  Relative value-added of insurance...........c.ccccceevieniiiiiciiens, 2. 4.0 Switzerland.........cccoooiiiiil 4.8
Securitization
5.12  Securitization to GDP United States .. 229
5.13  Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnover............ccccoiviiiiiiciiicee United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0
Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreements...........ccoovvieiiiiiiiieiie e United Kingdom
6.05 Interest rate derivatives turnover: Swaps United Kingdom
6.06 Interest rate derivatives turnover: Options .... . United States ..
6.07  Foreign exchange derivatives turnover: Currency swaps....... 9. .M. ... 1.7 United Kingdom .................. 47.6
6.08 Foreign exchange derivatives turnover: Options .................... 6. W ... 2.3 United Kingdom .................. 42.6
Equity market development
6.09  Equity market turnover.... Pakistan.... ...374.3
7.05  Stock market capitalization to GDP.... Hong Kong SAR ................ 713.3
Bond market development
6.10  Private-sector bonds to GDP........cocoeviiiiiiiiiiiiii 27 . 17.9 United States ...........c....... 114.0
6.11  Public-sector bonds to GDP France
6.12  International bonds to GDP Netherlands.
Tth pillar: Size, depth, and access
Size and depth
7.01  M210 GDP oo 1. W 252.3 Hong Kong SAR ................ 252.3
7.02  Private debt to GDP .....oooiiiiiiiii 19,0 50.2 Netherlands............c.c........ 216.2
7.03  Public debt to GDP AUSEA .o 7.0
7.04  Bank deposits to GDP Hong Kong SAR ................ 250.4
7.05  Stock market capitalization 1o GDP.........cccccooiiiiiiiiiiiie Hong Kong SAR ................ 713.3
7.06 Relative value-added of financial institutions to GDP .... Panama..... ..9.2
7.07  Private credit to GDP .138. United States ........cccooee 193.7
7.08  Stock market value traded to GDP..........coooieiiiiiiii, 2. W 258.8 Saudi Arabia .......ccooceeiine 356.2
Access
7.09  Financial market sophistication ... Switzerland
7.10  Venture capital availability United States ..b.3
7.11  Ease of access t0 Credit.......coooiiiiiiiiiiiiiiiee Slovak Republic..................... 5.9
7.12  Ease of access to local equity market Sweden ....
7.13  Bank branches
7.14  Ease of access t0 10aNS ......ccooiiiiiiiiiiiiiiii NOrWaY .....ocvveeiieiiiiiiecciiees B.%
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Hungary

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........c..ooceeeeeeeereeerereseesesesiesieeneans 10.1 217% 41.8%
GDP (USS billions), 2007 . 138.4 Public debt securities.........

GDP (current prices, US$) per capita, 2007 ................... 13,762.2 M Private debt securities..

GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 0.30 M Banking deposits..
Average annual rate of real GDP growth (%), 200307 ......3.66 W Equity securities ...
29.0% Total 193.1
7.4%

Total/GDP: 171.0%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INA@X.......ccerererrererreresreresseressssessssessssessases 33 35 ses———— | \ \ \

1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS

1st pillar: Institutional environment 28 45
Capital account liberalization 23 6.0
Corporate governance 36 45
Legal and regulatory issues 29 38
Contract enforcement 22 A7
Domestic financial sector liberalization...........cccoeveeneieeienens 39] 3%
2nd pillar: Business environment 27 417
Human capital 24 46
Taxes 19 46
Infrastructure 24 44
Cost of doing business 35 53
3rd pillar: Financial stability 46 35
Risk of a currency crisis 50 19
Risk of systemic banking crisis 30 45
Risk of sovereign debt crisis 35 41

1 2 3 4 5 6 7
4th pillar: Banks 33 35
Size index 32 25
Efficiency index 271 A7
Financial information disclosure 4 28
5th pillar: Non-banks 32 20
IPO activity nfa n/a
M&A activity 30 17
Insurance 28 27
Securitization 34 16
6th pillar: Financial markets 35 23
Foreign exchange markets 32 12
Derivatives markets 30 11
Equity markets 3B 29
Bond markets 26 3.0

1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: 34 43
Size and depth 34 30
Access 32 39

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Hungary

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccocooviiiiiiiiii 23... .M. 2.3

Corporate governance
Extent of incentive-based compensation...............c...ccoeein 31 4.6
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 41 2.6
Centralization of economic policymaking.............cccccoceeenn. 4.0 3.0
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 38.... 0. 3.1
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 27 4.4
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ...............cccoooiiiiin. 39,0 2.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooviiiiiii

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies
COrporate tax rate .......coovioiiiiiiiiiiei e

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Hungary

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 35, W 17.7 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCENSes .........cooiiiiiiiiiiiic ... 104 United Arab Emirates............ 1.5
Cost of registering Property .........ccccccoveoiiiiiciiiiciece 49 .. WM. 11.0 Saudi Arabia ..o 0.0
COST 10 BXPOIT .ot 31...W. 975.0 China ..o 390.0
COSt 10 IMPOTT ..o 26,0 975.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccoooeiiiiiiiiiiiiicice 9. .M. ... 13.0 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 26,0 15.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoviiiinns 27 W 1.6 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) ...................32 ... W.............. 98.6 Saudi Arabia ........ccoociii 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........ccocoiviiiiiiiiii 8. M. ... 11.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoviiiiiioiiiiieeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks.............ccocoieoieiiicoiieieeee 4. M. 8.0 Multiple (3) ..oooiiiiiiiie 9.0
Official SUPEIVISONY POWET .....c...voiiiiiiiiiieieieeee e 1. 14.0 Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccocceee. 10 WM. 7.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 12 ... 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 22 M. 35.9 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 32...W. 5.4 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovrviviiiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 36... M. 6.9 Multiple (7) .o 100.0
Credit Information INdexX .........cccooiiiiiiiiiii 15, . 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share ........ccooviiiiiiiiiii N/@ i n/a France....

IPO proceeds amount ........ccoiiiiiiiiiiiiieice e N/@ i n/a Kazakhstan

Share of world IPOS ........ooiiiiiiiiiiceeceee e N/a i n/a Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals .........c..cccooeiiiiiiiis 34, W 0.3
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Hungary

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct ........cccoevviiiiiiiiiiiiiiiiiiieeee 37.....
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration............cccccevvviiiiiiiiiiiiie e 29.....
5.11  Relative value-added of insurance..............cccocooiiiiiiiins 28.....
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:

Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....
6.07  Foreign exchange derivatives turnover: Currency swaps.....36.....
6.08 Foreign exchange derivatives turnover: Options .................. 24 ...

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development
6.10  Private-sector bonds to GDP........cocooviiiiiiiiiiiie 28.....
6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth
7.01 M2 10 GDP ..o 26.....
7.02  Private debt to GDP ...c.ooooiiiiiiii 37.....
7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization 10 GDP.........ccccooiiiiiiiiiiiii 40.....
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP .
7.08  Stock market value traded to GDP.........cccooooiiiiiiiiii 33.....

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovieiiiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......cc.ooiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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India

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........cccooeveeeerreeereereereeseresieeees 1,124.0 28.4% Ussbn
GDP (USS billions), 2007 . 1,098.9 l Public debt securities.......
GDP (current prices, US$) per capita, 2007 .........ccooeveerrereens 977.7 M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 4.58 M Banking deposits..
Average annual rate of real GDP growth (%), 200307 ......8.57 21% W Equity securities ...
27.9% Total
Total/GDP: 224.3%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX.....cverererererererersrarsssrsrasssssssssarasasaes 31 3.6 noeeesee——— | | | |
1 2 3 4 5 6 7
1st pillar: Institutional environment 34
Capital account liberalization 1.0
Corporate governance 5.2
Legal and regulatory issues 39
Contract enforcement 49 32
Domestic financial sector liberalization ............ccoeeneeeenceunnes 38 38
2nd pillar: Business environment 45 36
Human capital 3 42
Taxes 45 34
Infrastructure 49 23
Cost of doing business 47 45
3rd pillar: Financial stability 28 47
Risk of a currency crisis (3] 553!
Risk of systemic banking crisis Bl &7/
Risk of sovereign debt crisis 39 30
1 2 3 4 5 6 7
4th pillar: Banks 50 26
Size index 48 1.6
Efficiency index 4 37
Financial information disclosure 45 25
5th pillar: Non-banks 16 32
IPO activity 12 30
M&A activity 16 24
Insurance 21 33
Securitization 13 42
6th pillar: Financial markets 22 30
Foreign exchange markets 13 26
Derivatives markets 14 30
Equity markets 25 40
Bond markets 37 22
1 2 3 4 5 6 7

Capital availability and access
Tth pillar: Size, depth, and acce: 28 49
Size and depth 29 37
Access 26 43
1 2 3 4 5

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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India

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiii 46,0 .. -1.1

Corporate governance
Extent of incentive-based compensation ...............c...ccooeen 32 4.5
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 32,0 29
Centralization of economic policymaking.............ccc.coceeeenn. 18...H............ 3.9
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 5.0 4.5
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 8. H............ 5.3
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ...............ccccooeiiiin. 38,0 2.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent ..o

Taxes

Irregular payments in tax collection ...
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ettt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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India

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 50.... 0. ... 74.6 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 44 W 519.4 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 45 . 7.7 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 22.. .M. 820.0 China ..o 390.0
COSt 10 IMPOTT ..o 24 . A....... 910.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 46 W 39.6 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 18... .M. 9.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoeiiiins 15, W -0.6 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........ccocoiviiiiiiiiii 8. M. ... 11.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............ccccoocoieiiiiiiiice 33 W 6.0 Multiple (24) ... 8.0
Capital restrictions for banks.............ccocoieoieiiicoiieieeee 4. M. 8.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocovvevioieiieiiieiee e 12 W 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation .............ccoocooeiviiiinn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) ...coooiiiiiin. 20.0
Foreign currency sovereign rating Multiple (15) ..o, 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 48 . W 43 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ..........ccoovvriiviiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 34 W 10.8 Multiple (7) .o 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 31l 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 13, 1.8 France....

IPO proceeds amount ........coeoviiiiiiiiie e 21 W 0.5 Kazakhstan

Share of World IPOS ......ccoiiiiiiiiiii e 6. W ... 5.1 Japan ...

M&A activity
M&A market share...............
M&A transaction value to GDP
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India

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 14... M.
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration............cccccevvviiiiiiiiiiiiie e 23... 0.
5.11  Relative value-added of insurance..............cccocooiiiiiiiins 25... W
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS..........ccooevvieiiioiieeieeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....117..... m......
6.08 Foreign exchange derivatives turnover: Options .................... 9. .M. ... ..

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........cocooviiiiiiiiiiiiiie 32,0

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP oo 9. 0. ...
7.02  Private debt to GDP ....oooiiiiiiiiic 40....0. ...

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP..........ccoocooviiiiiiiie
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP.........cccoooiiiiiiiiiii 9. .. ...

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit........oooviiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSTTA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Indonesia

Key indicators Financial assets by major type, 2006

Population (millions), 2007 .......cccoeeeeeeemrreeereieeieeseesesens 224.9 USS$ bn
- 31.7% 326% -_—

GDP (USS billions), 2007 . 4329 Public debt securities.......

GDP (current prices, US$) per capita, 2007 ..........ccouuevens 1,924.7 B Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 1.30 M Banking deposits..
Average annual rate of real GDP growth (%), 2003-07 ......5.47 B Equity securities ...

4.7% Total 438.5

31.1%

Total/GDP: 120.3%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INA@X.......ccerererrererreresreresseressssessssessssessases 38 33 neemes——— | \ \ \

1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS

1st pillar: Institutional environment 29 45
Capital account liberalization 30 44
Corporate governance 26 48
Legal and regulatory issues 30 38
Contract enforcement 51 29
Domestic financial sector liberalization ............ccoeevveeeenceunnes 25 6.4
2nd pillar: Business environment 49 35
Human capital 31 43
Taxes 44 34
Infrastructure 51 21
Cost of doing business 49 40
3rd pillar: Financial stability 43 36
Risk of a currency crisis 38 39
Risk of systemic banking crisis 16 50
Risk of sovereign debt crisis 47 21

1 2 3 4 5 6 7
4th pillar: Banks 13 46
Size index 31 26
Efficiency index 1 70
Financial information disclosure 28 39
5th pillar: Non-banks 46 1.6
IPO activity 43 11
M&A activity 47 1.2
Insurance 46 1.8
Securitization 23 23
6th pillar: Financial markets 46 1.7
Foreign exchange markets 3B 11
Derivatives markets 32 11
Equity markets 39 24
Bond markets 42 1.7

1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: 42 37
Size and depth 46 2.1
Access 30 40

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Indonesia

Financial Development Index in detail

1.02
1.03
1.04
1.06
1.06
1.07
1.08
1.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiiiii 30....0. . 1.2

Corporate governance
Extent of incentive-based compensation...............c...ccooen 0. W 5.2
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. M. W 3.9
Centralization of economic policymaking.............ccccoovieiins 5. 0. 4.7
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds

Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 37 ... 3.2
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 45, W .. 3.0
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ DUSINESS......ccoviiiiiiiiiicc Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c..cccoooiiiiin. 25.. .M. ... 1.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent ..o

Taxes

Irregular payments in tax collection ...
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ettt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...,
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles

125



2: Country/Economy Profiles

126

Indonesia

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 51 WM. ... 80.0 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 39..W......... 286.8 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 48 ... 10.5 Saudi Arabia ..o 0.0
COST 10 BXPOIT .ot 15, W 667.0 China ..o 390.0
COSt 10 IMPOTT ..o 10.... WM. 623.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 51... 0. 122.7 China ..o 8.8
Cost of closing @ bUSINESS ......cveoiiiiiiiiiiii 33,0 18.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccoceoeiiiiis 46 W 7.8 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............cccccooviviiiiiiin. Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia ........ccoeoiiiiiinins 9.6
Net int'l investment position to GDP (adv. economies)....... N/ ., n/a Switzerland...............c........ 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........ccocoiviiiiiiiiii T 16.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoviiiiiioiiiiieeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks.............ccocoiveeieiiiiioiieieee g.. .M. ... 7.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .................ccoc..... 10 WM. 7.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 38...H.. ... 2.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation ...........ccoocooeiviiiiiiii 4. W -10.9 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 3T 5.5 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX ...vooiiiiiie i 3...H............. 6.4 United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovvriiiiiiiiiiiiiiecece 9. .M. ... 20.5 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........c.cccoovvoiiiiiiiiiiiii. 41 . 0.2 Multiple (7) c.ooooveiiiiiiia. 100.0
Credit Information INdexX .........cccooiiiiiiiiiii 45 W 3.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 38, 0.1 France....

IPO proceeds amount ........coeiviiiiiiiiiie e 43 . 0 0.1 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 320 0.3 Japan ...

M&A activity

M&A market share............... AT
M&A transaction value to GDP ..........cooiiiiiiiiii 47 ...
Share of total number of M&A deals .........c..cccooeiiiiiiiis 35, .M. 0.2
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Indonesia

Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance

Insurance premiums, dir€Ct ........coooeiviiiiiiiiiiiee 35....0m... 4,848.6
Insurance density
Real growth of direct insurance premiums.... .
INsurance Penetration..........c.occoooieoiiiiiiiiii e A4 W 1.3

Relative value-added of insurance.............cccoocoiviiiiiininne. 37 ... 0.7
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange turNoVer...........cccoiieiiiiiiiices United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover . United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets

Interest rate derivatives turnover:

Forward rate agreementsS...........cccveeeveoieecciieiceeeeeeee
Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options .... .
Foreign exchange derivatives turnover: Currency swaps....217.... H............... 0.3
Foreign exchange derivatives turnover: Options ................. 27 0.0

Equity market development
Equity market turnover....
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP..........cccooiiiiiiiiiiicie 3.0 2.4
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States .
United Kingdom .................. 47.6

United Kingdom .................. 42.6
Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ..........ccceoune 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 31...m 40.3
Private debt to GDP .......cociiiiiii e 38 5.6
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization 10 GDP.........ccceoiiiiiiiiiii 45 ...
Relative value-added of financial institutions to GDP ....
Private credit to GDP . .
Stock market value traded to GDP..........cccoooiiiiiiiiiii 9.0 13.4

Access

Financial market sophistication ...
Venture capital availability

Ease of access to credit.. ..o
Ease of access to local equity market
Bank branches .
Ease of access t0 10ans .......cocoviiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Ireland

Key indicators Financial assets by major type, 2006
Population (millions), 2007 43 6.9%

. 19.2%
GDP (US$ billions), 2007 258.6 p Public debt securities..........
GDP (current prices, US$) per capita, 2007 ................... 59,924.4 M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 0.29 M Banking deposits..

M Equity securities ...

Average annual rate of real GDP growth (%), 2003-07 ......5.11 43.2%

Total 852.0

30.7%

Total/GDP: 388.4%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ...vrueeerererererrersresssessesesseessesssseses

INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 12 48
Size index 17 39
Efficiency index 9 58
Financial information disclosure 12 47
5th pillar: Non-banks 17 32
IPO activity 25 21
M&A activity 25 19
Insurance 9 48
Securitization 15 39
6th pillar: Financial markets 26 29
Foreign exchange markets 24 14
Derivatives markets 20 1.6
Equity markets 33 31
Bond markets 11 45
1 2 3 4 5 6 7
Tth pillar: Size, depth, and 15 56
Size and depth 15 45
Access 13 48
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Ireland

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.6

Corporate governance
Extent of incentive-based compensation...............c...ccooen 22 W 4.9
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 17 .. 3.6
Centralization of economic policymaking.............ccccooeeeein. A7 W 2.2
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds

Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 4. ... 4.5
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 2. 0. 6.0
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ DUSINESS.......coviiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1. W 1.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooiiiiiiii

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies
COrporate tax rate .......coovioiiiiiiiiiiei e

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Ireland

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........cccccoociiiiiiiiiiiie 1. W 0.3 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 0. W 19.8 United Arab Emirates............ 1.5
Cost of registering Property .........ccccccoveoiiiiiciiiiciece 47 W 10.2 Saudi Arabia ..o 0.0
COST 10 BXPOIT .ot 40....0....... 1,090.0 China ..o 390.0
COSt 10 IMPOTT ..o 35...H...... 1,139.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 34, W 26.9 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 18,0 ... 9.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoeiiiins 36... M. 4.0 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccocooiiiiiiiiiiis 1.1 Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks..........cccoccoieiiiiiiiii 29, 7.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoiiiiiiiiiiieeeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 31...W 2.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccocceee. 10 WM. 7.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes ..........c.cccovviviiiiiiiiiiieeeee 1. 0.0 Multiple (11) .o 0.0
Stability INAEX ... 9. W ... 5.5

Cumulative real estate appreciation...........ccocooioiiiiii 260 38.1

Risk of sovereign debt crisis

Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating.........ccoocooviiiiiiiiiiiieas 1. Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 17 B 7.1 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........ccoovvviiviiiiiiiiiiiee 21 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........ccoocoovviiiiiiiiiiiicics 1. W 100.0 Multiple (7) .o 100.0
Credit Information INdex ........ccccooiiiiiiiiiiic 15 0 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 25 0.7 France....

IPO proceeds amount ........coeoviiiiiiiiie e 13, 0.8 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 26,0 0.4 Japan ...

M&A activity

M&A market share............... 24
M&A transaction value to GDP ..........cooiiiiiiiiiii 21 ...
Share of total number of M&A deals .........c..cccooeiiiiiiiiis 25 0.6

The Financial Development Report 2008 © 2008 World Economic Forum

Development Disadvantage



Ireland

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 13.... 0.
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccociviriiiiiiiiii e 8. W ...
5.11  Relative value-added of insurance..............cccocooiiiiiiiins 180
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....13....H........
6.08 Foreign exchange derivatives turnover: Options .................. 19,0

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........cocooviiiiiiiiiiiie 4. A

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP .ooiiiiiiii nfa....
7.02  Private debt to GDP .....oooiiiiiiii 2. W

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP..........ccoocoiviiiiiiii
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP..........ccoooiiiiiiiiii 31...m

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit........oooviiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS .......ccooiiiiiiiiiiiiiie

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Israel

Key indicators Financial assets by major type, 2006

Population (millions), 2007 1.2 US$ bn
GDP (USS$ billions), 2007 . 161.9 l 290% Public debt securities........
GDP (current prices, US$) per capita, 2007 ................... 22,475.1 M Private debt securities..

GDP (PPP) as share (%) of world total, 2007 ........................ 0.29 B Banking deposits..

Average annual rate of real GDP growth (%), 2003-07 ......4.65 2.5% W Equity securities ..

Total 447.0

29.7%

Total/GDP: 314.2%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ...erueerrererrererrerrresssesseessesessessssesean

INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement

Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 26 3.8
Size index 14 40
Efficiency index 43 34
Financial information disclosure 14 45
5th pillar: Non-banks 2] 22
IPO activity M 12
M&A activity 17 22
Insurance 22 33
Securitization nfa n/a
6th pillar: Financial markets 33 23
Foreign exchange markets 25 13
Derivatives markets 23 14
Equity markets 27 39
Bond markets 40 20
1 2 3 4 5 6 7
Tth pillar: Size, depth, and acce: 17 55
Size and depth 17 44
Access 17 47
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.3

Corporate governance
Extent of incentive-based compensation...............c...ccooen 15 . 5.1
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 6. .H........... 3.6
Centralization of economic policymaking.............ccc.coceeeenn. 20... .M. 3.7
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 25, 0 4.1
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 0. .H......... 6.0
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ bUSINESS.......coviiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1. W 1.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooiiiiiiii

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ittt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles

133



2: Country/Economy Profiles

134

Israel

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 6. W 4.4 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 280 1156.5 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 43 .0 7.5 Saudi Arabia ..o 0.0
COST 10 EXPOIT .ot 9. .M. ... 560.0 China ..o 390.0
COST 10 IMPOTT ..o 8. .M. ... 560.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 29,0 25.3 China ..o 8.8
Cost of closing @ bUSINESS ......c.vieiiiiiiiiiiiii e 46 ... 23.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoiiiiiinne 9. .M. ... -2.6 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ...........ccccccvviiiiiiiine Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks ..o N/a .o n/a Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ...........ccoocoiiiiiii N/a i n/a Multiple (24) ..o 8.0
Capital restrictions for banks ..........ccoccooeiiiiiiiiii N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........ccooevveioieiieiieees e 12 ... 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation ...........ccoocoeiviiiiiiinne 7. W -2.4 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 4. ... 7.2 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........ccoovvviiviiiiiiiiiiiee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........ccoocoovviiiiiiiiiiiicics 9. .M. ... 91.6 Multiple (7) .o 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 15, . 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooeiiiiiiiiiie 42 W 0.1 France....

IPO proceeds amount ........coeiviiiiiiiiiie e 42 W 0.1 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 26,0 0.4 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals .........c..cccooeiiiiiiiis 31...W 0.3

The Financial Development Report 2008 © 2008 World Economic Forum

Development Disadvantage



Israel

Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance

Insurance premiums, dir€Ct ........coooeiviiiiiiiiiiiee 28...0m........ 7,754.2
Insurance density
Real growth of direct insurance premiums.... .
Insurance Penetration..........c.occcocieoiiiiiiiiiic e 20... .M. 5.5

Relative value-added of insurance...........ccccoooiiiiiiiiiniiennn 5. ... 2.8
Securitization

Securitization to GDP .
Share of total number of securitization dea

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange turNoVer...........ccoooveiiiiiiiiiccs United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover.. United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
Interest rate derivatives turnover:
Forward rate agreementsS..........ccooevvieiiioiieeieeeeeeeeee

Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options ....

Foreign exchange derivatives turnover: Currency swaps ....n/a ..........c..ccc......... n/a
Foreign exchange derivatives turnover: Options ................. 20... .M. 0.2

Equity market development
Equity market turnover....
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP.........cccociiiiiiiiiiiiec N/a . n/a
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 10.... M. 96.1
Private debt to GDP .......cociiiiiii e 35 7.5
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization t0 GDP...........oocooviiiiiii
Relative value-added of financial institutions to GDP ....
Private credit to GDP . .
Stock market value traded to GDP..........ccooooiiviiiiii 27 B 48.5

Access

Financial market sophistication ...
Venture capital availability

Ease of access to credit.. ..o
Ease of access to local equity market
Bank branches .
Ease of access t0 10ans .......cooviiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSTTA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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[taly

Key indicators Financial assets by major type, 2006
Population (millions), 2007 58.7 17.2% Ussbn
GDP (US$ billions), 2007 2104.7 548% Public debt securities....2,079.0
GDP (current prices, US$) per capita, 2007 ................... 35,872.4 M Private debt securities...1,745.7
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 2.76 18.5% M Banking deposits.. 1,126.8
Average annual rate of real GDP growth (%), 200307 ......1.07 W Equity securities ...
Total
29.2%
Total/GDP: 321.7%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX......cverererererererersrsrsssrsrasssssssssarasasaes 22 4./ seesssssss———— | | |
1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS
1st pillar: Institutional environment 26 47
Capital account liberalization 22 6.1
Corporate governance 50 39
Legal and regulatory issues 35 36
Contract enforcement 39 36
Domestic financial sector liberalization ............ccoeevveeeenceunnes 27 6.1
2nd pillar: Business environment 29 46
Human capital 23 46
Taxes 37 38
Infrastructure 20 49
Cost of doing business 37 52
3rd pillar: Financial stability 24 48
Risk of a currency crisis 21 48
Risk of systemic banking crisis 3B 41
Risk of sovereign debt crisis 20 55
1 2 3 4 5 6 7
4th pillar: Banks 16 44
Size index 21 33
Efficiency index 16 52
Financial information disclosure 7] B
5th pillar: Non-banks 14 33
IPO activity 17 25
M&A activity 14 27
Insurance 12 42
Securitization 14 40
6th pillar: Financial markets 15 38
Foreign exchange markets 15 22
Derivatives markets 12 31
Equity markets 18 44
Bond markets 8 49
1 2 3 4 5 6 7
Tth pillar: Size, depth, and acce: 25 50
Size and depth 23 40
Access 34 39
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccocooviiiiiiiiii 22.. M. 2.6

Corporate governance
Extent of incentive-based compensation...............c...ccooen 20... .M. 5.0
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 50,0 2.1
Centralization of economic policymaking.............ccc.coceeeenn. 217, .M. 3.6
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 43 .0 2.9
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 4.0 3.8
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c..cccoooiiiiin. 27 B 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ettt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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[taly

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 37..W. 18.7 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 32,0 138.2 United Arab Emirates............ 1.5
Cost of registering Property .........ccccccoeieviioiiiiiiiiiiec e 8..H ... 0.6 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 43 .0 1,291.0 China ..o 390.0
COSt 10 IMPOTT ..o 41 W 1,291.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 38...W. 29.9 China ..o 8.8
Cost of closing @ bUSINESS ......c.vieiiiiiiiiiiiii e 400 22.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoeiiiins 39, 4.5 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccocooiiiiiiiiiiis 1.1 Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........ccocoiviiiiiiiii 4. M. 12.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoviiiiiioiiiiieeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks ..........ccoocooeiiiiiiiii N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccoccoe.e. 10 WM. 7.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 12 ... 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 19 WM. 26.8 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 21 W 6.3 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovrviviiiiiiiiiiieee 1. 11.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........c.cccoovvoiiiiiiiiiiiii. 13 . 71.5 Multiple (7) .o 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 15, . 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share ........coccooviiiiiiiiiii e 9. .M. ... 2.7 France....

IPO proceeds amount ........coeoviiiiiiiiie e 25 0.4 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 4. M. 1.8 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals ............cccooeiiiiiiiiiins 12 . 2.0

The Financial Development Report 2008 © 2008 World Economic Forum

Development Disadvantage



ltaly

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........ccooviiiiiiiiiiiiiieieceeeee 6. .M. ..
5.08 Insurance density
5.09 Real growth of direct insurance premiums.... .
5.10  Insurance penetration...........ccccocvvviiiiiiiiieiiieecee e 4. 1A

5.11  Relative value-added of insurance............cccoccooviiiiiiiiinncns 32...0....
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:

Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....
6.07  Foreign exchange derivatives turnover: Currency swaps.....20.... H......
6.08 Foreign exchange derivatives turnover: Options .................. 2. 1.

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development
6.10  Private-sector bonds to GDP.......cccooiiiiiiiiii 4. 0.
6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth
7.01 M2 10 GDP .ooiiiiiiii nfa......
7.02  Private debt to GDP .....ooooiiiiiiiiie 13.... 0.
7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP...........ccoooiviiiiiiii
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP .
7.08  Stock market value traded to GDP.........cccoooiiiiiiiiiii 22..A. ..

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovieiiiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS ......cc.ooiiiiiiiiiiiiii e

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSTTA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Japan

Key indicators

Financial assets by major type, 2006

Population (millions), 2007 127.8 USS$ bn
GDP (US$ billions), 2007 43838 214% 33.3% Public debt securities...7,370.8
GDP (current prices, US$) per capita, 2007 ................... 34,312.1 M Private debt securities...1,973.1
GDP (PPP) as share (%) of world total, 2007 .............ccoo...c... 6.61 M Banking deposits..
Average annual rate of real GDP growth (%), 200307 ......2.12 W Equity securities ...

B.4% 8.9% Total 22,126.6

Total/GDP: 505.5%
Financial Development Index 2008
Rank (out of 52) ~ Score (1-7 scale)
2008 INAEX......cvererererererererersssrererssssssssesssssssssares
INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 8 49
Size index 18 38
Efficiency index 6 63
Financial information disclosure 15 44

5th pillar: Non-banks 4 45
IPO activity 4 54
M&A activity 6 42
Insurance B B3
Securitization 18 3.1

6th pillar: Financial markets 5 50
Foreign exchange markets 5 6.8
Derivatives markets 4 56
Equity markets 10 5.1
Bond markets 20 34

Capital availability and access

Tth pillar: Size, depth, and 10 57
Size and depth 9 50
Access 28 42

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Japan

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.6

Corporate governance
Extent of incentive-based compensation...............c...ccooeen A1 4.3
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............cc.ccooooviiiiiiciien g..H. ... 4.1
Centralization of economic policymaking.............ccccooeeeein. A1 2.7
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds

Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 120 4.8
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 150 5.5
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ DUSINESS.......coviiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1. W 1.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........ccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooiiiiiiii

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ettt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Japan

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 23 7.5 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCenses ..........cccocvvviiiiiiiii 8. W ... 17.8 United Arab Emirates............ 1.5
Cost of registering Property .........cccccooveoiiiiiiiiiiiicece 34, W 5.0 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 320 989.0 China ..o 390.0
COSt 10 IMPOTT ..o 30...H...... 1,047.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 250 22.7 China ..o 8.8
Cost of closing @ bUSINESS .....coviiiiiiiiiiiiiiee 5...M........... 4.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoiiiiiinne 7. W -3.9 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccccooviiiiiiiiiinis 1.1 Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies).......... 4. M. 42.5 Switzerland..........c.ocooe 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........ccoccoiviiiiiiiini, 8..H. ... 11.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............ccccoocoieiiiiiiiice 25 7.0 Multiple (24) ... 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 13 W 6.0 Multiple (3) ..oooiiiiiiiie 9.0
Official SUPEIVISOrY POWET .........cceevieeieieieiieieeeeeee 13 B 12.0 Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry ............ccccccceins 2. W 8.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 120 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation ...........ccoocoeiviiiiiiinne 2. W -26.3 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 18, 7.0 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX ...vooiiiiiie i 6. W ... 6.0 United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........ccoovvviiviiiiiiiiiiiee 21 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 14 W 68.3 Multiple (7) .o 100.0
Credit Information INdeX .........cccooiiiiiiiiiiii T W 6.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO mMarket Share ........cocoooiiiiiiiiiii e 4. M. 6.9 France....

IPO proceeds amount ........coeoviiiiiiiiie e 22 W 0.4 Kazakhstan

Share of World IPOS ......ccciiiiiiiiiii e 1. 14.2 Japan ...

M&A activity
M&A market share...............
M&A transaction value to GDP
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Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........ccooviiiiiiiiiiiiiieieceeeee 2. 1.
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccoociviiiiiiiiieii e 6. H. ...
5.11  Relative value-added of insurance..............cccocooiiiiiiiins 4. 0.
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnover...........cccccoiviiiiiiciiice United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:

Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....
6.07 Foreign exchange derivatives turnover: Currency swaps....... g..H. ..
6.08 Foreign exchange derivatives turnover: Options .................... 4. 1.

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development
6.10  Private-sector bonds to GDP.......cocooiiiiiiiiiicee 6. 0. ..
6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth
7.01T M2 10 GDP oo 5. 0.
7.02  Private debt to GDP .....oooiiiiiiiii 21,0
7.03  Public debt to GDP
7.04  Bank deposits to GDP
7.05  Stock market capitalization 10 GDP.........cccccooiiiiiiiiiiiies 15.....
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP .
7.08  Stock market value traded to GDP.........cccoooiiiiiiiiiii 4. 0.

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit........oooviiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......cc.ooiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Kazakhstan

Key indicators Financial assets by major type, 2006

Population (Millions), 2007 .........ccceumereemreenerrnneeeeneeerenseeees 15.1 10.0% USS$ bn
GDP (USS$ billions), 2007 . 103.8 45.2%

Public debt securities........... 9.6

GDP (current prices, US$) per capita, 2007 ..........cooceenn... 6,867.7 19.9% M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 0.26 M Banking deposits..
Average annual rate of real GDP growth (%), 2003-07 ......9.56 W Equity securities ...
Total 96.6
24.9%
Total/GDP: 119.2%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX.....cverererererererersrarsssrsrasssasssssarasasases 45 3.1 eeeess— \ \ \ \
1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS
1st pillar: Institutional environment 31
Capital account liberalization 1.0
Corporate governance 4.0
Legal and regulatory issues 33
Contract enforcement 42
Domestic financial sector liberalization...........cccoeveeneieeinens 48 32
2nd pillar: Business environment 47 35
Human capital 38 38
Taxes 43 34
Infrastructure 45 27
Cost of doing business 48 41
3rd pillar: Financial stability 45 36
Risk of a currency crisis 44 35
Risk of systemic banking crisis 46 3.8
Risk of sovereign debt crisis 37 35
1 2 3 4 5 6 7
4th pillar: Banks M 31
Size index 38 21
Efficiency index 32 43
Financial information disclosure 44 26
5th pillar: Non-banks 12 36
IPO activity 10 34
M&A activity 37 14
Insurance nfa n/a
Securitization 4 59
6th pillar: Financial markets 44 138
Foreign exchange markets nfa n/a
Derivatives markets nfa n/a
Equity markets 46 1.8
Bond markets 41 1.9
1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: 49 32
Size and depth 49 1.6
Access 46 35

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Kazakhstan

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiii 46,0 .. -1.1

Corporate governance
Extent of incentive-based compensation ...............c...ccoeeen 45 . W 4.0
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 27 B 3.2
Centralization of economic policymaking.............ccc.coceeeenn. 29,0 3.3
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 28,0 3.9
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 46.... 0. .. 2.8
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ bUSINESS.......coviiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ...............cccoooeiiin. 48 WM. 2.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education .
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooiiiiiiii

Taxes

Irregular payments in tax collection ...
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ettt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...,
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Kazakhstan

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 24 M. 7.6 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with licenses ..........coocevviiiiiiiiiii 50...0......... 2,129.9 United Arab Emirates............ 1.5
Cost of registering Property ..........cccccoceviiiiiiiiiiciec e 9. MW ... 0.9 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 51... ... 2,730.0 China ..o 390.0
COSt 10 IMPOTT ..o 51, 2,780.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 24 M. 22.0 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 33,0 18.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate...........cc.cccooverinn. N/@ i n/a Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............cccccooviviiiiiiin. Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks ..o N/a .o n/a Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ...........ccoocoiiiiiii N/a i n/a Multiple (24) ..o 8.0
Capital restrictions for banks ..........ccoccooeiiiiiiiiii N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes ..........c.ccoovviiiiiiiiiieieeeee 1 0.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation .............ccoocooeiviiiinn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 38, 4.9 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........ccoovvviiviiiiiiiiiiiee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 33, 13.7 Multiple (7) .o 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 31l 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 18... ... 1.2 France....

IPO proceeds amouNt ........coioiiiiiiiii i 1. W 4.4 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 34...W. 0.2 Japan ...

M&A activity

M&A market share............... A2
M&A transaction value to GDP ..........cooiiiiiiiiiii 32.....
Share of total number of M&A deals ............cccooeiiiiiiiiins 46 W 0.1
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Kazakhstan

Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance
Insurance premiums, dir€Ct.........ocoeviiiiiiiiiiiiiieeee N/A ., n/a
Insurance density
Real growth of direct insurance premiums....

INsurance Penetration..........occviiiiiiiiiiiiee e N/a . n/a
Relative value-added of insurance..............ccooceoiiiiiiiiiinns N/@ i n/a
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange tUrNover..........c.ccocceiieiiiiceie, United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets

Interest rate derivatives turnover:

Forward rate agreements.........coovvveeeiiiiiieciieeeee e
Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options ....
Foreign exchange derivatives turnover: Currency swaps ....n/a ............ccc......... n/a
Foreign exchange derivatives turnover: Options.................. N/a .., n/a

Equity market development
Equity market turnover....
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP.........cccoociiiiiiiiiiiien N/a i n/a
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States .
United Kingdom .................. 47.6

United Kingdom .................. 42.6
Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ..........ccceoune 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 39..0m....... 25.0
Private debt to GDP .......cociiiiiii e 23.... 0. 27.3
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization t0 GDP...........ooccoiviiiiii
Relative value-added of financial institutions to GDP
Private credit t0 GDP.......cocooiiiiiii .
Stock market value traded to GDP..........cccoooiiiiiiiii 47 1.9

Access

Financial market sophistication ...
Venture capital availability

Ease of access to credit.. ..o
Ease of access to local equity market
Bank branches .
Ease of access t0 10ans .......cocoviiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Korea, Rep.

Key indicators Financial assets by major type, 2006

Population (millions), 2007 48.5 102% USS$ bn
GDP (US$ billions), 2007 957.1 35.9% Public debt securities....... 238.1
GDP (current prices, US$) per capita, 2007 ................... 19,750.8 M Private debt securities......643.2
GDP (PPP) as share (%) of world total, 2007 ..........cc.orevvernn. 1.85 M Banking deposits..

Average annual rate of real GDP growth (%), 200307 ......4.43 W Equity securities ...

Total

26.3%
Total/GDP: 262.0%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ...vrueeerererererrersresssessesesseessesssseses

INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization

2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 11 48
Size index 10 45
Efficiency index 13 54
Financial information disclosure 23 42
5th pillar: Non-banks 1 36
IPO activity 15 26
M&A activity 23 20
Insurance 7] B
Securitization 1n 47
6th pillar: Financial markets 20 32
Foreign exchange markets 14 26
Derivatives markets 15 23
Equity markets 23 41
Bond markets nfa n/a
1 2 3 4 5 6 7
Tth pillar: Size, depth, and acce: 20 53
Size and depth 19 43
Access 21 44
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Korea, Rep.

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiiiii 33, -0.1

Corporate governance
Extent of incentive-based compensation ...............cc.ccoeeen. 6. W ... 5.4
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............cc.ccooooviiiiiiciien 6. W ... 4.3
Centralization of economic policymaking.............ccccoovieiins 7. 4.7
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 20,0 4.3
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 22 .0 5.1
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1. W 1.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........ccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooviiiiiii

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ittt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...........ccccooiiiiiiiiii
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Korea, Rep.

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 34, W 16.9 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 36...H........ 170.2 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 400 6.3 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 9. R 745.0 China ..o 390.0
COSt 10 IMPOTT ..o 4. ... 745.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiviiiiiiiiiiicie 5. ... 10.3 China ..o 8.8
Cost of closing @ bUSINESS .....coviiiiiiiiiiiiiiee 5...M........... 4.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccoceoeiiiiis 40 W 4.5 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) .................. 1T ... | IUURR 28.3 Saudi Arabia ........ccoociii 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........ccocoiviiiiiiiiii 8. M. ... 11.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............ccccoocoieiiiiiiiice 33 W 6.0 Multiple (24) ... 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 25 W 4.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccocceee. 10 WM. 7.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 12 ... 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 18 ... 259 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 0. WM. 7.8 Hong Kong SAR .................. 10.8
Efficiency index

Efficiency iNdeX ..o United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ..........ccoovvriiviiiiiiiiiieee 21 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 12 . 74.2 Multiple (7) c.ooooveiiiiiiia. 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 15, . 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e Mo 2.2 France....

IPO proceeds amount ........coeoviiiiiiiiie e 9. ... 0.6 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 4. M. 1.8 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals ............cccooeiiiiiiiiiins 15 . 1.5
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Korea, Rep.

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........ccooviiiiiiiiiiiiiieieceeeee 7. .M. ..
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........cccocivviiiiiiiiiiiiie e 3.0
5.11  Relative value-added of insurance.............cccoceoiiiiiiiiinn. 7. .H.. .
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:

Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options .... .
6.07 Foreign exchange derivatives turnover: Currency swaps....... 6. .M.
6.08 Foreign exchange derivatives turnover: Options .................. 18....H....

Equity market development
6.09  Equity market turnover...
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........ccooieiiiiiiiiiiiiii nfa....

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States .
United Kingdom .................. 47.6

United Kingdom .................. 42.6
Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ..........ccceoune 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth
7.01 M2 10 GDP ..o 15.... ...
7.02  Private debt to GDP ....oooiiiiiiiie 15.... ...
7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP..........ccoocooviiiiiiiie
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP
7.08  Stock market value traded to GDP..........coooieiiiiiiii, 6. 0. ..

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability .
7.11  Ease of access t0 Credit........oooviiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Kuwalt

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........cc.ooeueeeeereeeeeere e 33 5.3% 1 gop
GDP (USS billions), 2007 . ms3 Public debt securities.........

GDP (current prices, US$) per capita, 2007 ................ 33,634.3 27.1%

GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 0.20
Average annual rate of real GDP growth (%), 2003-07 ....10.05

M Private debt securities..
M Banking deposits ..
M Equity securities ...

Total 195.1
Total/GDP: 197.6%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX......cverererererererersrsrsssrsrasssssssssarasasaes 26 3.9 EeEEEE——— | | |
1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS

1st pillar: Institutional environment 36 41

Capital account liberalization 31 43

Corporate governance 31 45

Legal and regulatory issues 23] I 3¥

Contract enforcement 27 42

Domestic financial sector liberalization ............ccoeeneceencennnes 41 36
2nd pillar: Business environment 21 49

Human capital 36 39

Taxes 3| 5y

Infrastructure 29 37

Cost of doing business 4 64
3rd pillar: Financial stability 12 54

Risk of a currency crisis 5 6.0

Risk of systemic banking crisis 14 50

Risk of sovereign debt crisis 22 53

)
w
S
o
=
~

Financial intermediation

4th pillar: Banks 24 4.0
Size index 27 30
Efficiency index 12 56
Financial information disclosure 43 26

5th pillar: Non-banks 52 1.1
IPO activity nfa n/a
M&A activity 51 1.0
Insurance 49 11
Securitization 50 1.1

6th pillar: Financial markets 19 33
Foreign exchange markets nfa n/a
Derivatives markets nfa n/a
Equity markets 7] &5
Bond markets 48 1.1

N
w
~
2}
=
~

Capital availability and access

Tth pillar: Size, depth, and acce: 29 4.7
Size and depth 30 34
Access 27 43

7 OUTPUTS

N
w
=
3]
=

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Kuwalt

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiiiii 1.0 1.2

Corporate governance
Extent of incentive-based compensation...............c...ccooen 28 4.7
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 35,0 29
Centralization of economic policymaking.............ccccooeeeein. 49, W 2.1
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 26,0 4.0
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 27, M. 5.2
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ DUSINESS......ccoviiiiiiiiiicc Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ...............cccoooeiiin. A1 W 2.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent ..o

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies
COrporate tax rate .......coovioiiiiiiiiiiei e

Infrastructure

Quality of overall infrastructure .............occooiiiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Kuwalt

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 0. W 1.6 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 37,0 209.4 United Arab Emirates............ 1.5
Cost of registering Property ..........cccccoceeviiiiiiiiiiciec e 5...H ... 0.5 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 280 935.0 China ..o 390.0
COSt 10 IMPOTT ..o 26 M. 935.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 0. W 13.3 China ..o 8.8
Cost of closing @ bUSINESS .....coviiiiiiiiiiiiiiee 1. 1.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate...........cc.cccooverinn. N/@ i n/a Argenting........cccceeevieiieenn.
External vulnerability indicator Russian Federation. .
Current account balance to GDP.........cccccoooiiiiiiiiiiie 1.1 Kuwait ..o,
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks............ccoooiiiiiii 16... WM. 10.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoviiiiiioiiiiieeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks.............ccocovevieiiieoiieieeee 1. 9.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry ...............c..oc...... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........ccooevviiieieiieiieeee e 12 ... 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation .............ccoocooeiviiiinn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) ...coooiiiiiin. 20.0
Foreign currency sovereign rating Multiple (15) ..o, 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 27 W 6.0 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........ccoovvviiviiiiiiiiiiiee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 32...W. 14.5 Multiple (7) .o 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 31l 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share ........ccooviiiiiiiiiii N/@ i n/a France....

IPO proceeds amount ........ccoiiiiiiiiiiiiieice e N/@ i n/a Kazakhstan

Share of world IPOS ........ooiiiiiiiiiiceeceee e N/a i n/a Japan ...

M&A activity

M&A market share............... BT
M&A transaction value to GDP ..........cooiiiiiiiiiii 50.....
Share of total number of M&A deals ............cccooeiiiiiiiiiins 51 0.0
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INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance
Insurance premiums, dir€Ct ........coooeiviiiiiiiiiiiee 49 ... 628.2
Insurance density
Real growth of direct insurance premiums....

INsurance Penetration............occcoceiiiiiiiiiiic e 48 W 0.7
Relative value-added of insurance..............ccccceoiiiiiii 44 W 0.2
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange tUrNover..........c.ccocceiieiiiiceie, United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
Interest rate derivatives turnover:
Forward rate agreements.........coovvveeeiiiiiieciieeeee e

Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options ....
Foreign exchange derivatives turnover: Currency swaps ....n/a ............ccc......... n/a
Foreign exchange derivatives turnover: Options.................. N/a .., n/a

Equity market development
Equity market turnover....
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP.........cccociiiiiiiiiiiiec N/a . n/a
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States .
United Kingdom .................. 47.6

United Kingdom .................. 42.6
Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ..........ccceoune 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 22.. .M. ... 52.3
Private debt to GDP .......cociiiiiii e A1 3.2
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization t0 GDP..........cccooeiiviiiiiiiiis
Relative value-added of financial institutions to GDP ....
Private credit to GDP . .
Stock market value traded to GDP..........ccooooiiviiiiii 2. 0. 116.4

Access

Financial market sophistication ...
Venture capital availability

Ease of access 10 credit. ..o
Ease of access to local equity market
Bank branches .
Ease of access t0 10ans .......cocoviiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Malaysia

Key indicators Financial assets by major type, 2006

Population (millions), 2007 26.8 11.3%

GDP (USS$ billions), 2007 186.5 38.1% Public debt securities.........
GDP (current prices, US$) per capita, 2007 ..........cooceenn... 6,947.6 . M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ............ccoowrreeen. 0.52 190% @ Banking deposits..

Average annual rate of real GDP growth (%), 200307 ......5.97 W Equity securities ...

31.0% Total 607.6

Total/GDP: 389.3%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INAEX......cverererererererersrsrsssrsrasssssssssarasasaes . \ \
6 7
INPUTS
1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis
6 7
Financial intermediation
4th pillar: Banks 2 57
Size index 7 48
Efficiency index 7 60
Financial information disclosure 1 70
5th pillar: Non-banks 3 19
IPO activity 29 17
M&A activity 15 25
Insurance 3B 24
Securitization 46 1.2
6th pillar: Financial markets 23 29
Foreign exchange markets 37 11
Derivatives markets 35 1.0
Equity markets 26 39
Bond markets 12 44
1 2 3 4 5 6 7
Tth pillar: Size, depth, and acce: 12 57
Size and depth 11 48
Access 20 44
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Financial Development Index in detail
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INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiiiii 34, WM. ... -0.1

Corporate governance
Extent of incentive-based compensation...............c...ccooeeen 4. ... 5.1
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............cc.coooiviiiiiciiccn 4. M. 4.6
Centralization of economic policymaking.............ccc.coceeeenn. 7. 3.9
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies .............ccccooeviiiiiiiennn 3.0 ... 5.4
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 20... .M. 5.2
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1. W 1.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education .
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent ..o

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ittt

Infrastructure
Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users
Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Malaysia

Financial Development Index in detail (contd.)
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M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 36... W 18.1 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNses .........cccoooiviiiiiiiiie 2. W 10.0 United Arab Emirates............ 1.5
Cost of registering Property .........cccccooveoiiiiiiiiiiiicece 6. W 2.4 Saudi Arabia ..o 0.0
COST 10 EXPOIT .t 4. M. 432.0 China ..o 390.0
COST 10 IMPOTT ..o 2. W 385.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 35, W 27.5 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 26,0 15.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoeiiiins 10.... WM. -2.1 Argenting.......ccoocooeiiiiii
External vulnerability indicator Russian Federation. .
Current account balance to GDP.........cccccoooiiiiiiiiiiie 5..0 Kuwait ..o,
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........ccocoiviiiiiiiiii 8. M. ... 11.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoviiiiiioiiiiieeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks ..........ccoocooeiiiiiiiii N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccocceee. 10 WM. 7.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 38...H.. ... 2.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation ...........ccoocooiviiiiiiiie 6. .M. -4.3 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 7. W 8.2 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX ...vooiiiiiie i United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........cooovviiiiiiiiiiiiiiiciece 4. M. 44.5 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccoovviiiiiiiiiiiiie N/@ i n/a Multiple (7) .o 100.0
Credit Information INdeX .........cccooiiiiiiiiiii T W 6.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 39, 0.1 France....

IPO proceeds amount ........coeiviiiiiiiiiie e 40 W 0.2 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 0. ... 2.8 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals ............cccooeiiiiiiiiiins Mo W 2.4
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Financial Development Index in detail (contd.)
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INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance

Insurance premiums, dir€Ct ........coooeiviiiiiiiiiiiee 29...0m........ 7,536.7
Insurance density
Real growth of direct insurance premiums.... .
Insurance Penetration..........c.occcocieoiiiiiiiiiic e 22 W 4.9

Relative value-added of insurance.............cccoocoiviiiiiininne. 21 B 1.1
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange turNoVer...........cccoiieiiiiiiiices United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover . United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
Interest rate derivatives turnover:
Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee

Interest rate derivatives turnover: Swaps

Interest rate derivatives turnover: Options .... .
Foreign exchange derivatives turnover: Currency swaps.....29....H............... 0.1
Foreign exchange derivatives turnover: Options ................. 35,0 0.0

Equity market development
Equity market turnover....
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP..........cccooviiiiiiiiiic ... 52.4
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 6. .H. ... .. 124.8
Private debt t0 GDP ........oooiiiiiiii 4. . MA......... 77.4
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization t0 GDP..........ccooooiiviiiiiiiiis
Relative value-added of financial institutions to GDP ....
Private credit to GDP .
Stock market value traded to GDP..........ccooooiiiiiiiiii 29,0 44.9

Access

Financial market sophistication ...
Venture capital availability

Ease of access to credit.. ..o
Ease of access to local equity market
Bank branches .
Ease of access t0 10ans .......cocoviiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Mexico

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........cccoeueeeeeemereeerereeeeeereesieeens 105.4 USS$ bn
GDP (US$ billions), 2007 . 893.4 Public debt securities.......195.7
GDP (current prices, US$) per capita, 2007 ..........ccoeernne 8,478.7 M Private debt securities......188.6
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 2.07 M Banking deposits..
Average annual rate of real GDP growth (%), 200307 ......3.31 0.2% W Equity securities ...
Total 935.5
21.7%
Total/GDP: 111.4%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX.....cverererererererersrarsssrsrasssasssssarasasases 43 3.2 eesss——— \ \ \ \
1 2 3 4 5 6 7
1st pillar: Institutional environment 31 43
Capital account liberalization 32 40
Corporate governance 43 42
Legal and regulatory issues 40 35
Contract enforcement 32 40
Domestic financial sector liberalization ............ccoeevveeeenceunnes 28 59
2nd pillar: Business environment 44 38
Human capital 47 36
Taxes 32 39
Infrastructure 39 30
Cost of doing business a4 47
3rd pillar: Financial stability 2] 41
Risk of a currency crisis 16 52
Risk of systemic banking crisis 25 47
Risk of sovereign debt crisis 34 42
1 2 3 4 5 6 7
4th pillar: Banks 49 26
Size index 49 15
Efficiency index 47 3.0
Financial information disclosure 22 42
5th pillar: Non-banks 38 19
IPO activity 3B 14
M&A activity 43 13
Insurance 33 25
Securitization 21 23
6th pillar: Financial markets 45 138
Foreign exchange markets 21 14
Derivatives markets 29 12
Equity markets 43 20
Bond markets 39 21
1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: 48 34
Size and depth 48 1.8
Access 45 35

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Financial Development Index in detail
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INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiiiii 320 1.2

Corporate governance
Extent of incentive-based compensation...............c...ccooen 25, W 4.7
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 430 2.6
Centralization of economic policymaking.............ccc.coceeeenn. 23... 0. 3.5
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 47 W 2.4
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 38,0 3.6
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c..cccoooiiiiin. 28, 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education .
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ittt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Mexico

Financial Development Index in detail (contd.)
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M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 310 13.3 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 260 103.5 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 32, 4.7 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 44 . WM. 1,302.0 China ..o 390.0
COSt 10 IMPOTT ..o 50... M. 2,411.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 41 . W 32.0 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 33,0 18.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate...........ccccooeeviiinins 18, ... 0.1 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .o
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks............ccoooiiiiiii 36....W. 5.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoiiiiiiiiiiieeeee 1. 8.0 Multiple (24) ..o 8.0
Capital restrictions for banks ..........ccoocooeiiiiiiiii N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) .o 14.0
Private monitoring of the banking industry ................cccooo 2. W 8.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 38...H.. ... 2.0 Multiple (11) oo 0.0
Stability Index

Cumulative real estate appreciation .............ccoocooeiviiiinn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 49 . W 42 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........ccoovvviiviiiiiiiiiiiee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 6. ... 61.2 Multiple (7) .o 100.0
Credit Information INdeX .........cccooiiiiiiiiiiii T W 6.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 24 ... M. 0.7 France....

IPO proceeds amount ........coeoviiiiiiiiie e 35, W 0.2 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 34...W. 0.2 Japan ...

M&A activity

M&A market share............... .28
M&A transaction value to GDP ..........cooiiiiiiiiii 46.....
Share of total number of M&A deals .........c..cccooeiiiiiiiiis 29, 0.4
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Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 25.... M.
5.08 Insurance density
5.09 Real growth of direct insurance premiums.... .
5.10  Insurance penetration...........ccccocevviiiiiiiiieicie e

5.11  Relative value-added of insurance............cccoccooviiiiiiiicnnene 24.. .M.

Securitization
5.12  Securitization to GDP

M Development Advantage

SCORE

15,072.2
....139.1

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....33....H..........
6.08 Foreign exchange derivatives turnover: Options .................. 25...H....

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........cocooviiiiiiiiiiiie 29...W.......

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP oo 38....0H.......
7.02  Private debt to GDP ....oooiiiiiiiie 26....0.......

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP...........ccoooiviiiiiiii 38.....
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP.........cccoooiiiiiiiiii 41, W

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovviiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......ccooiiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Netherlands

Key indicators Financial assets by major type, 2006

Population (millions), 2007 16.6 10.1% USS$ bn
. 22.9% —

GDP (US$ billions), 2007 768.7 Public debt securities.......342.9

GDP (current prices, US$) per capita, 2007 ................... 46,260.7 M Private debt securities...1,421.5

GDP (PPP) as share (%) of world total, 2007 ............ccoo...c... 0.98 M Banking deposits..

Average annual rate of real GDP growth (%), 200307 .....2.11 W Equity securities ...

Total

25.4% N.7%

Total/GDP: 508.1%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ....oerrrrerrrrerrrerreressesessesessesessessssesasses

INPUTS

1st pillar: Institutional environment
Capital account liberalization

Corporate governance

Legal and regulatory issues

Contract enforcement
Domestic financial sector liberalization

2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 19 42
Size index 5 49
Efficiency index 42 36
Financial information disclosure 21 42
5th pillar: Non-banks 8 39
IPO activity 19 24
M&A activity 11 30
Insurance 8 48
Securitization 6 52
6th pillar: Financial markets 9 43
Foreign exchange markets 17 21
Derivatives markets 16 22
Equity markets 11 49
Bond markets 1 67
1 2 3 4 5 6 7
Tth pillar: Size, depth, and 2 67
Size and depth 2 60
Access 5 5.1
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Netherlands

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.6

Corporate governance
Extent of incentive-based compensation ...............cc.cccoeeen. 9. .M. ... 5.3
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 24 W 3.2
Centralization of economic policymaking.............ccc.coceeeenn. 16,0 3.9
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccevveiviiiiiiiieciieiiien
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. [ U B 4.9
Judicial iNdependence ..........ccc.ooviiiiiiiiiiii e 3.0 ... 6.4
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ... .
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1.0 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........ccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies .
COrporate taX rate ........cooveoiiiiiiiiiiei ittt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...........ccccooiiiiiiiiii
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Netherlands

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 21 W 6.0 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 23,0 76.0 United Arab Emirates............ 1.5
Cost of registering Property .........cccccooveoiiiiiiiiiiiicece 39, 6.2 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 26,0 880.0 China ..o 390.0
COSt 10 IMPOTT ..o 28 1,005.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 28 24.4 China ..o 8.8
Cost of closing @ bUSINESS .....coviiiiiiiiiiiiiiee 5...M........... 4.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoviiiinns 28 1.9 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccccooviiiiiiiiiinis 1.1 Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies).......... 6. ... 13.8 Switzerland..........c.ocooe 121.3
Risk of systemic banking crisis

Activity restrictions for banks..........ccocoiiiiiiiiiiii 35, M 6.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............cccoocooieiiiiiiiiee 25 0 7.0 Multiple (24) ... 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 18 M. 5.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry ............cccccceiies 2. W 8.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes ..........c.cccovviviiiiiiiiiiieeeee 1. 0.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 15 W 10.6 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating.........ccoocooviiiiiiiiiiiieas 1. Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INABX . 5. WM. 8.3 Hong Kong SAR ... 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovrviviiiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. LRIV BT 78.1 Multiple (7) c.ooooveiiiiiiia. 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 150 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 4. W 1.7 France....

IPO proceeds amount ........coeoviiiiiiiiie e 17 B 0.7 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 19,0 1.1 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals ............cccooeiiiiiiiiiins 16,0 1.5
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Netherlands

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 1.
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........cccocivviiiiiiiiiiiiie e 9. MW ...
5.11  Relative value-added of insurance..............cccocooiiiiiiiins 120
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....12....[H..........
6.08 Foreign exchange derivatives turnover: Options .................. 170

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP.......cocooiiiiiiiiiicee 2. 0.

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP .ooiiiiiiii nfa....
7.02  Private debt to GDP .....oooiiiiiiii 1. m......

7.03  Public debt to GDP
7.04  Bank deposits to GDP
7.05  Stock market capitalization t0 GDP..........ccoocoiviiiiiiii
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP..........ccoooiiiiiiiiiiii 1. W

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit........oooviiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS .......ccooiiiiiiiiiiiiiie

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Nigeria

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........cccoeueeeeeemereeerereeeeeereesieeens 143.9

- 45.3% 24.1%
GDP (US$ bl”anS), 2007 oot 166.8 Public debt securities..........
GDP (current prices, US$) per capita, 2007 ..........coeeernne 1,159.4 M Private debt securities.
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 0.39 B Banking deposits...

Average annual rate of real GDP growth (%), 200307 ......7.78 W Equity securities ...

30.7% Total 72.5

Total/GDP: 49.4%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INA@X.......ccerererrererseresreresseressssessssessasessans 50 2.8 neees— \ \ \ \

1 2 3 4 5 6 7
INPUTS
1st pillar: Institutional environment 39 37 ﬁ
Capital account liberalization 43 17
Corporate governance 41 42 ‘ ‘
Legal and regulatory issues 45 32 ‘ ‘ ‘
Contract enforcement 33 40 ‘ ‘ ‘
Domestic financial sector liberalization ............ccoeeneeeenceunnes 31 54
2nd pillar: Business environment 52 31 #
Human capital 50 32 ‘ ‘
Taxes 47 31 ‘
Infrastructure 52 20 ‘ ‘
Cost of doing business 50 4.0
3rd pillar: Financial stability 39 40
Risk of a currency crisis nfa n/a
Risk of systemic banking crisis 4 60 ‘
Risk of sovereign debt crisis 48 21 : ‘ ‘ ‘ ‘
1 2 3 4 5 6 7

Financial intermediation

4th pillar: Banks 48 28
Size index 4 20
Efficiency index 30 45
Financial information disclosure 49 1.0

5th pillar: Non-banks 47 15
IPO activity 36 14
M&A activity 27 1.8
Insurance 50 1.1
Securitization 32 16

6th pillar; Fi ial markets 5 13 H
Foreign exchange markets nfa n/a
Derivatives markets nfa n/a
Equity markets 47 15
Bond markets 49 11

1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: 52 29
Size and depth 52 13
Access 50 32

7 OUTPUTS

N
=
o
=

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Nigeria

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiii 43 ... 0. -0.4

Corporate governance
Extent of incentive-based compensation...............c...ccooeeen 51 ..M 3.6
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 217, .M. 3.3
Centralization of economic policymaking.............cccccoceeenn. 36....0. 2.9
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 33,0 3.4
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 40,0 .. 3.5
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ...............cccoooiiiiin. 310 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ettt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...,
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Nigeria

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 49 . WM. 56.6 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with licenses ..........ccocevviiiiiiiii 49 .0 1,016.0 United Arab Emirates............ 1.5
Cost of registering Property ...........cccoocieviiiiiciiiiciec 51... 0. ... 22.2 Saudi Arabia ..o 0.0
COST 10 BXPOIT .ot 36...H...... 1,026.0 China ..o 390.0
COSt 10 IMPOTT ..o 30... 0. 1,047.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 41 . W 32.0 China ..o 8.8
Cost of closing @ bUSINESS ......c.vieiiiiiiiiiiiii e 400 22.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate...........cc.cccooverinn. N/@ i n/a Argenting........cccceeevieiieenn.
External vulnerability indicator-........ Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ..........ccccccvviiiiiinne Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies) ....... N/@ i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks ..........ccocooiiiiii N/a i n/a Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ..o N/a i n/a Multiple (24) ..o 8.0
Capital restrictions for banks ...........ccccooiiiniiiiiiii, N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) .o 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking Crises .........cccocevviiiiiiiiiiice, 12 .. 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation .............ccoocooeiviiiinn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 41 W 4.8 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........ccoovvviiviiiiiiiiiiiee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 42 W 0.0 Multiple (7) c.ooooveiiiiiiia. 100.0
Credit Information INdexX .........cccooiiiiiiiiiii 49 W 0.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 35, M 0.2 France....

IPO proceeds amount ........coeoviiiiiiiiie e 27 W 0.4 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 39...W.. 0.1 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals ............cccooeiiiiiiiiins 44 W 0.1
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Nigeria

Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance
Insurance premiums, dir€Ct ........coooeiviiiiiiiiiiiee 480 716.4
Insurance density
Real growth of direct insurance premiums....

INsurance Penetration............occcocveoiiiiiiiiiic e 49 .. W 0.6
Relative value-added of insurance..............ccccceoiiiiiii 43 . W 0.3
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange tUrNover..........c.ccocceiieiiiiceie, United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets

Interest rate derivatives turnover:
Forward rate agreements.........coovvveeeiiiiiieciieeeee e
Interest rate derivatives turnover: Swaps

Interest rate derivatives turnover: Options ....
Foreign exchange derivatives turnover: Currency swaps ....n/a ............ccc......... n/a
Foreign exchange derivatives turnover: Options.................. N/a .., n/a

Equity market development
Equity market turnover....
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP.........cccoociiiiiiiiiiiien N/a i n/a
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States .
United Kingdom .................. 47.6

United Kingdom .................. 42.6
Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ..........ccceoune 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 40,0 20.6
Private debt to GDP.......cccooiiiiiiii N/a . n/a
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization 10 GDP.........ccceoiiiiiiiiiii 46.....
Relative value-added of financial institutions to GDP ....
Private credit to GDP . .
Stock market value traded to GDP..........cccoooiiiiiiiii 45 W 3.1

Access

Financial market sophistication ...
Venture capital availability

Ease of access to credit.. ..o
Ease of access to local equity market
Bank branches .
Ease of access t0 10ans .......cocoviiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Norway

Key indicators Financial assets by major type, 2006

Population (millions), 2007 47
GDP (US$ billions), 2007 3915 326%
GDP (current prices, US$) per capita, 2007 ................... 83,922.5
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 0.38
Average annual rate of real GDP growth (%), 200307 ......2.73

USS$ bn
23.9%

Public debt securities.......206.0
M Private debt securities......187.5
M Banking deposits ..
M Equity securities ...

21.7% 21.8% Total 861.8

Total/GDP: 255.4%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ...vrueeerererererrersresssessesesseessesssseses

INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 20 42
Size index 1" 43
Efficiency index 37 40
Financial information disclosure 16 43
5th pillar: Non-banks 24 24
IPO activity 16 26
M&A activity 21 21
Insurance 23 31
Securitization 29 1.8
6th pillar: Financial markets 25 29
Foreign exchange markets 18 19
Derivatives markets 17 18
Equity markets 20 44
Bond markets 28 27
1 2 3 4 5 6 7
Tth pillar: Size, depth, and acce: 18 54
Size and depth 22 A1
Access 6 51
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Norway

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.6

Corporate governance
Extent of incentive-based compensation...............c...ccooen 27 B 4.7
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 5.0 3.6
Centralization of economic policymaking.............ccc.coceeeenn. 24 . W 3.4
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies .............ccccooeviiiiiiiennn 6. .M. ... 5.1
Judicial iNdependence ..........ccc.ooviieiiiiiiiiiece e 7. .M. 6.1
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ DUSINESS.......coviiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1. W 1.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........ccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooviiiiiii

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies
COrporate tax rate .......cooiiieiiiiiiiiei e

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...........ccccooiiiiiiiiiii
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Norway

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 12 2.3 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 15, ... 46.2 United Arab Emirates............ 1.5
Cost of registering Property .........cccccooveoiiiiiiiiiiiicece 18, 2.5 Saudi Arabia ..o 0.0
COST 10 EXPOIT .. 7. W 518.0 China ..o 390.0
COST 10 IMPOTT ..o 6. .M. ... 468.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing Contracts..........ccoooviviiiiiiiiiiciec e ... 9.9 China ..o 8.8
Cost of closing @ buSINESS .....couoiiiiiiiiiiiii 1.0 1.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoeiiiins 35, M 3.9 Argenting.......ccoocooeiiiiii
External vulnerability indicator g ...nfa Russian Federation. .
Current account balance to0 GDP.........cccccoooiiiiiiiiiie 6. ... 16.7 Kuwait .o
Dollarization vulnerability indicator ............ccccooiiiiiiiiiiiis 1. W n/a Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia ........ccoeoiiiiiinins 9.6
Net int'l investment position to GDP (adv. economies).......... 3.0 63.9 Switzerland...............c........ 121.3
Risk of systemic banking crisis

Activity restrictions for banks ..........ccoocooiiiiii N/a i n/a Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ...........ccoocoiiiiiii N/a .o n/a Multiple (24) ..o 8.0
Capital restrictions for banks ..........ccocoooioiiiiiiii N/a .o n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSEs .........ccooeevevieieiieiiieeee e 12 .. 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 13 8.7 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating.........ccoocooviiiiiiiiiiiieas 1. Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 1. 7.6 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........ccoovvviiviiiiiiiiiiiee 21 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........ccoocoovviiiiiiiiiiiicics 1. W 100.0 Multiple (7) c.ooooveiiiiiiia. 100.0
Credit Information INdex ........ccccooiiiiiiiiiiic 31l 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 19,0 1.1 France....

IPO proceeds amount ........coeoviiiiiiiiie e 0. W 1.0 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 17 .0 1.3 Japan ...

M&A activity

M&A market share............... .20
M&A transaction value to GDP ..........cooiiiiiiiiiii 18.....
Share of total number of M&A deals .........c..cccooeiiiiiiiiis 200 0.8
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Norway

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 24 0.
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccocvvviiiiiiiiieiiieecee e 24 .. WM.

5.11  Relative value-added of insurance............cccoccooviiiiiiiiicencn 41, W
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........ccoveeeviiiiiiciieeieeeee e
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....25....H..........
6.08 Foreign exchange derivatives turnover: Options .................. 28..0W......

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........cocooviiiiiiiiiiiie 6. 0.

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States .
United Kingdom .................. 47.6

United Kingdom .................. 42.6
Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ..........ccceoune 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP .ooiiiiiiii nfa....
7.02  Private debt to GDP .....ooooiiiiiiiiie 6.0

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP.........cccccooiiiiiiiiiiiiis 26.....
7.06 Relative value-added of financial institutions to GDP ....
7.07  Private credit to GDP

7.08  Stock market value traded to GDP..........ccoooiiiiiiiiiiii 21...W

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coooiiiiiiiiiiiiiiiee
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS .......ccooiiiiiiiiiiiiiie

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Pakistan

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........ccccoeeemrinmrirrineeieeereeisenenne 158.2
. 29.2% 41.3%
GDP (US$ billions), 2007 . 1438 Public debt securities.........
GDP (current prices, US$) per capita, 2007 .........ccooeveerrereens 908.9 M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 0.63 M Banking deposits..
Average annual rate of real GDP growth (%), 200307 ......6.64 W Equity securities ...
o Total 156.0
29.1% 0.4%
Total/GDP: 122.8%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX.....cverererererererersrarsssrsrasssssssssarasasaes 34 35 eeesssssE— | | |
1 2 3 4 5 7
Factors, policies, and institutions INPUTS
1st pillar: Institutional environment 31
Capital account liberalization 1.0
Corporate governance 45
Legal and regulatory issues 33
Contract enforcement 41 36
Domestic financial sector liberalization...........cccoeveeneieeinens 49 31
2nd pillar: Business environment 5 35
Human capital 52 30
Taxes 48 3.0
Infrastructure 50 23
Cost of doing business 28 56
3rd pillar: Financial stability 37 41
Risk of a currency crisis 20 48
Risk of systemic banking crisis 6 56
Risk of sovereign debt crisis 50 19
1 2 3 4 5 7
Financial intermediation
4th pillar: Banks 25 39
Size index 42 20
Efficiency index 5 64
Financial information disclosure 42 28
5th pillar: Non-banks 42 1.1
IPO activity nfa n/a
M&A activity nfa n/a
Insurance 36 23
Securitization 43 1.1 L
6th pillar: Financial markets 17 36
Foreign exchange markets nfa n/a
Derivatives markets nfa n/a
Equity markets 14 46 w
Bond markets 31 26
1 2 3 4 5 7
Capital availability and access
Tth pillar: Size, depth, and acce: 33 43
Size and depth 33 32
Access 39 36
1 2 3 4 5 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Pakistan

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiii 46,0 .. -1.1

Corporate governance
Extent of incentive-based compensation...............c...ccooeeen 52 .. W 3.6
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 31...W 3.0
Centralization of economic policymaking.............ccccooeeeein. A4 W 2.4
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 35,0 3.4
Judicial iNdependence ..........cccoovvviiiiiiiiiceee A1 W 3.5
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ...............cccoooeiiin. 49 . W 2.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education .
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooiiiiiiii

Taxes

Irregular payments in tax collection ............cccccooiiiiiii
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ittt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...,
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Pakistan

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 32,0 14.0 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 48 WM. 869.5 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 37, 5.3 Saudi Arabia ..o 0.0
COST 10 EXPOIT .o 6. W ... 515.0 China ..o 390.0
COSt 10 IMPOTT ..o 430 1,336.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 27 W 23.8 China ..o 8.8
Cost of closing @ bUSINESS .....coviiiiiiiiiiiiiiee 5...M........... 4.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoviiiinns 20... M. 0.2 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............cccccooiiviiiiiiiin. Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........cocoiiiiiiiiii N/a .o n/a Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ...........ccoocoiiiiiii N/a i n/a Multiple (24) ..o 8.0
Capital restrictions for banks ..........ccoccooeiiiiiiiiii N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) .o 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes ..........c.ccoovviiiiiiiiiieieeeee 1 0.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation .............ccoocooeiviiiinn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 42 W 4.8 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX ...vooiiiiiie i 5.0 ... 6.0 United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........ccoovvviiviiiiiiiiiiiee 14 . ... 4.6 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 40 W 1.4 Multiple (7) .o 100.0
Credit Information INdexX .........cccooiiiiiiiiiii 31l 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share ........ccooviiiiiiiiiii N/@ i n/a France....

IPO proceeds amount ........ccoiiiiiiiiiiiiieice e N/@ i n/a Kazakhstan

Share of world IPOS ........ooiiiiiiiiiiceeceee e N/a i n/a Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals ...........cccoovviiiiiin. N/a i n/a
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Pakistan

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........ccoeviiiiiiiiiiiiiiiiiiiee e 45 ...
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccccivoviiiiiiiiieic i 47 ...
5.11  Relative value-added of insurance.............cccccocveiiiionin, nfa.......
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnOVer ...........c.ccooiiviiiiiiicii, United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreements.........coovvveeeiiiiiieciieeeee e
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps ....n/a ..........
6.08  Foreign exchange derivatives turnover: Options................. nfa......

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........ccooieiiiiiiiiiiiiii nfa......

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP ..o 27 .....
7.02  Private debt to GDP ....oooiiiiiiiie 50.....
7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP...........ccoooiviiiiiiii
7.06  Relative value-added of financial institutions to GDP
7.07  Private credit to GDP......ooooiiiiiii

7.08  Stock market value traded to GDP.........cccoooiiiiiiiiiii 16.....

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovviiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Panama

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........cc.ooeueeeeereeeeeere e 33 18.4%
GDP (US$ billions), 2007 . 197 337% Public debt securities.........
GDP (current prices, USS$) per capita, 2007 ........cccoeeeenee 5,904.3 M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ............ccoo...c... 0.05 M Banking deposits..
Average annual rate of real GDP growth (%), 2003-07 ......7.75 W Equity securities ...
45.4% 2.5% Total 31.0

Total/GDP: 181.1%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 IndeX.......ccovereeceerererereererereeesreresesanens 32 3.6 eeeee———— | | | |

1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS

1st pillar: Institutional environment 25 48
Capital account liberalization 21 6.3
Corporate governance 33 45
Legal and regulatory issues 32 37
Contract enforcement 47 33
Domestic financial sector liberalization ............ccoeevveeeenceunnes 26 6.3
2nd pillar: Business environment 38 39
Human capital 37 I3
Taxes 40 36
Infrastructure 37 32
Cost of doing business 38 52
3rd pillar: Financial stability 49 3.0
Risk of a currency crisis 51 1.8
Risk of systemic banking crisis 21 49
Risk of sovereign debt crisis 43 23

1 2 3 4 5 6 7
4th pillar: Banks 29 38
Size index 30 26
Efficiency index 26 49
Financial information disclosure 29 38
5th pillar: Non-banks 34 20
IPO activity nfa n/a
M&A activity 13 28
Insurance 47 1.6
Securitization 38 15
6th pillar: Financial markets 2] 28
Foreign exchange markets nfa n/a
Derivatives markets nfa n/a
Equity markets 48 15
Bond markets 13 42

1 2 3 4 5 6 7

Capital availability and access
Tth pillar: Size, depth, and acce: 27 49
Size and depth 28 37
Access 24 44
1 2 3 4 5

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”

6 7 OUTPUTS
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Panama

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccocooviiiiiiiiii 21.... M. 2.6

Corporate governance
Extent of incentive-based compensation...............c...ccooen 24 . M. 4.7
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 22.. M. 3.3
Centralization of economic policymaking.............ccccooeeeein. 45, W 2.3
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds

Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 48 ... 2.4
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 49, W ... 2.5
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c..cccoooiiiiin. 26,0 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ettt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles



2: Country/Economy Profiles

182

Panama

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 42 W 22.0 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 33, 143.9 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 6. W 2.4 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 4. ... 650.0 China ..o 390.0
COSt 10 IMPOTT ..o 21 W 850.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 49 .. WM. 50.0 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 33,0 18.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate...........cc.cccooverinn. N/@ i n/a Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) ...................28 ... B.............. 54.3 Saudi Arabia ........ccoociii 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........ccocoiviiiiiiiiii 8. M. ... 11.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoviiiiiioiiiiieeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 18 ... 5.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccocceee. 10 WM. 7.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 12 ... 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation .............ccoocooeiviiiinn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INABX . 30...H. 5.6 Hong Kong SAR ... 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ..........ccoovvriiviiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 23... W 41.6 Multiple (7) .o 100.0
Credit Information INdeX .........cccooiiiiiiiiiiii T W 6.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share ........ccooviiiiiiiiiii N/@ i n/a France....

IPO proceeds amount ........ccoiiiiiiiiiiiiieice e N/@ i n/a Kazakhstan

Share of world IPOS ........ooiiiiiiiiiiceeceee e N/a i n/a Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals............cccocveviiiiiiin 49 .. WM. 0.0
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Panama

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 50.....
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccocevvriiiiiiiieiiiiiec e 33.....
5.11  Relative value-added of insurance..............cccocooiiiiiiiins 30.....
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnOVer ...........c.ccooiiviiiiiiicii, United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreements.........coovvveeeiiiiiieciieeeee e
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps ....n/a ..........
6.08  Foreign exchange derivatives turnover: Options................. nfa......

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........ccooieiiiiiiiiiiiiii nfa......

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth
7.01 M2 10 GDP ..o 14.....
7.02  Private debt to GDP ...c.ooooiiiiiiii 39....
7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP.........cccoocoiviiiiiii
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP .
7.08  Stock market value traded to GDP.........cccoooiiiiiiiiii 49.....

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coooiiiiiiiiiiiiiiiee
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Peru

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........c..ooceeeeeeeereeerereseeeeseseesieeneans 28.1
, 26.5%
GDP (USS billions), 2007 . 109.1 S0.7% Public debt securities.........

GDP (current prices, US$) per capita, 2007 ..........ccocernne. 3,885.9 M Private debt securities..

GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 0.33 M Banking deposits..
Average annual rate of real GDP growth (%), 200307 ......6.49 47% W Equity securities ...
18.1% Total 117.7
Total/GDP: 126.6%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX.....cverererererererersrarsssrsrasssasssssarasasases 46 3.1 meeesE—— \ \ \ \
1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS
1st pillar: Institutional environment 32 42
Capital account liberalization 28 52
Corporate governance 40 43
Legal and regulatory issues 47 31
Contract enforcement 46 34
Domestic financial sector liberalization...........cccoeveeneieeienens 33 52
2nd pillar: Business environment M 39
Human capital 48 35
Taxes 36 38
Infrastructure 47 26
Cost of doing business 27 56
3rd pillar: Financial stability 42 38
Risk of a currency crisis 26 45
Risk of systemic banking crisis 41 40
Risk of sovereign debt crisis 40 28
1 2 3 4 5 6 7
4th pillar: Banks 51 25
Size index 43 2.0
Efficiency index 52 16
Financial information disclosure g BH
5th pillar: Non-banks 31 21
IPO activity nfa n/a
M&A activity 36 15
Insurance 4 21
Securitization 20 27
6th pillar: Financial markets 49 14
Foreign exchange markets 40 1.1
Derivatives markets 40 1.0
Equity markets 4 20
Bond markets 4 14
1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: 47 35
Size and depth 47 1.9
Access 36 37

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Peru

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccocooviiiiiiiiii 28,0 2.6

Corporate governance
Extent of incentive-based compensation...............c...ccooeen 460 3.9
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 49 .M. 2.3
Centralization of economic policymaking.............cccccoceeenn. 370 2.9
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds

Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 50 M. ... 2.0
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 50 M. ... 2.2
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 10 close @ bUSINESS.......coviiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ...............cccoooiiiiin. 33 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ettt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Peru

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 45 . 29.9 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 35....W......... 165.0 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 25 .M. 3.3 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t M. 590.0 China ..o 390.0
COSt 10 IMPOTT ..o Mo 670.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 45 . W 35.7 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 4. M. 7.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoeiiiins 12 . -0.9 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............cccccooviviiiiiiin. Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........ccocoiviiiiiiiiii 4. W 12.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............ccccoocoieiiiiiiiice 33 W 6.0 Multiple (24) ... 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 31...W 2.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccocceee. 30...W. 5.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 12 ... 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation .............ccoocooeiviiiinn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 43 . 0 4.8 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ..........ccovvviiiiiiiiiiiiiiieiec 8. ... 20.7 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........c.cccoovvoiiiiiiiiiiiii. 27 W 33.0 Multiple (7) .o 100.0
Credit Information INdeX .........cccooiiiiiiiiiiii T W 6.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share ........ccooviiiiiiiiiii N/@ i n/a France....

IPO proceeds amount ........ccoiiiiiiiiiiiiieice e N/@ i n/a Kazakhstan

Share of world IPOS ........ooiiiiiiiiiiceeceee e N/a i n/a Japan ...

M&A activity

M&A market share............... .38
M&A transaction value to GDP ..........cooiiiiiiiiiii 31....
Share of total number of M&A deals ............cccooeiiiiiiiiins 42 W 0.1
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Peru

Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance

Insurance premiums, dir€Ct ........coooeiviiiiiiiiiiiee 44 .. M. 1,082.7
Insurance density
Real growth of direct insurance premiums.... .
INsurance Penetration..........c.occoooieoiiiiiiiiii e 45 W 1.2

Relative value-added of insurance.............cccoocoiviiiiiininne. 27 B 0.9
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange turNoVer...........ccociveiiiiiiiices United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
Interest rate derivatives turnover:
Forward rate agreements..........oovvvvvieiiiiiieciieeeeee e

Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options ....

Foreign exchange derivatives turnover: Currency swaps ....n/a ..........c.cc......... n/a
Foreign exchange derivatives turnover: Options.................. N/@ i n/a

Equity market development
Equity market turnover....
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP..........cccooiiiiiiiiiiicie 30,0 4.0
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 37..0............ 26.8
Private debt to GDP .......cociiiiiii e 370 59
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization t0 GDP...........cocoiviiiiii 30.....
Relative value-added of financial institutions to GDP ....
Private credit to GDP . .
Stock market value traded to GDP..........cccoooiiiiiiiii A4 . W 4.6

Access

Financial market sophistication ...
Venture capital availability .
Ease of access to credit.. ..o
Ease of access to local equity market
Bank branches .
Ease of access t0 10ans .......cocoviiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSTTA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Philippines

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ...........oocueeeeeeeereeeeeresieeeese s 88.7 55
GDP (USS$ billions), 2007 ........ooueeeeemeeeressseeeessssseesesssseeeens 144.1 31.1% l Public debt securities.........

GDP (current prices, US$) per capita, 2007 ..........coeeernne 1,624.7 M Private debt securities..

GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 0.46 M Banking deposits..
Average annual rate of real GDP growth (%), 2003-07 .....5.79 W Equity securities ...
28.0% 5.3% Total 220.0
Total/GDP: 187.1%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX.....cverererererererersrarsssrsrasssasssssarasasases 48 3.0 m— \ \ \ \
1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS
1st pillar: Institutional environment 3.6
Capital account liberalization 2.3
Corporate governance 30 45
Legal and regulatory issues 46 3.1
Contract enforcement 50 29
Domestic financial sector liberalization...........cccoeveeneieeienens 32 52
2nd pillar: Business environment 48 35
Human capital 45 37
Taxes 49 30
Infrastructure 48 24
Cost of doing business 42 49
3rd pillar: Financial stability 48 33
Risk of a currency crisis 42 36
Risk of systemic banking crisis 38 41
Risk of sovereign debt crisis 45 23
1 2 3 4 5 6 7
4th pillar: Banks 42 3.0
Size index 39 21
Efficiency index 33 43
Financial information disclosure 47 21
5th pillar: Non-banks 40 18
IPO activity 28 17
M&A activity 42 13
Insurance 40 21
Securitization 27 19
6th pillar: Financial markets 42 20
Foreign exchange markets 39 11
Derivatives markets 38 1.0
Equity markets 4 21
Bond markets 22 31
1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: 38 41
Size and depth 36 28
Access 43 36

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Philippines

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiiiii 38,0 0.2

Corporate governance
Extent of incentive-based compensation...............c...ccoeein 39, 4.3
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 46,0 2.5
Centralization of economic policymaking.............ccccooeeeein. 42 .8 2.6
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 44 . W 2.5
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 43 .0 3.3
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 10 close @ DUSINESS......ccoviiiiiiiiiicc

Domestic financial sector liberalization
Domestic financial sector liberalization ...............cccoooiiiiin. 320 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education .
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiieiii et

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...,
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Philippines

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 47 B 32.6 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 25... WM. 102.4 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 30...W . 4.2 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 21 W 800.0 China ..o 390.0
COSt 10 IMPOTT ..o 18 WM. 800.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 32,0 26.0 China ..o 8.8
Cost of closing @ bUSINESS ......c.vieiiiiiiiiiiiii e 49 W 38.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoeiiiins 37 W 4.1 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............cccccooviviiiiiiin. Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks..........ccccooiiiiiiiiii 29, 7.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoiiiiiiiiiiieeeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 13 6.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry ...............c..oc...... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........ccooevviiieieiieiieeee e 38... W ... 2.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation ...........ccooccoeiviiiiiiiine 8. .M. ... 3.9 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 39, 4.9 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ..........ccoovvriiviiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 37 W 5.5 Multiple (7) .o 100.0
Credit Information INdexX .........cccooiiiiiiiiiii 45 W 3.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 34 . W 0.3 France....

IPO proceeds amount ........coeoviiiiiiiiie e 20... M. 0.6 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 29, 0.4 Japan ...

M&A activity

M&A market share............... 40
M&A transaction value to GDP ..........cooiiiiiiiiiii 38.....
Share of total number of M&A deals .........c..cccooeiiiiiiiis 35, .M. 0.2
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Philippines

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........ccoeviiiiiiiiiiiiiiiiiiiee e 42 ...
5.08 Insurance density
5.09 Real growth of direct insurance premiums.... .
5.10  Insurance penetration...........cccocevviiiioiiiiiic e 43.....

5.11  Relative value-added of insurance............cccoccooviiiiiiiicnnene 26.....
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccocccoveiiiiiiiics United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:

Forward rate agreementsS...........cccveeeveoieecciieiceeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....
6.07  Foreign exchange derivatives turnover: Currency swaps.....32......
6.08 Foreign exchange derivatives turnover: Options .................. 38.....

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development
6.10  Private-sector bonds to GDP........cocooviiiiiiiiiiiiiie 35.....
6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth
7.01 M2 10 GDP ..o 23.....
7.02  Private debt to GDP ...c.ooooiiiiiiii 34.....
7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization 10 GDP.........cccccooiiiiiiiiiiiiiis 34...
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP .
7.08  Stock market value traded to GDP.........cccoooiiiiiiiiii 40.....

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovviiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......ccooiiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Poland

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........c.oocueeeeeeeereeeseresieeeese e 38.1 35.4% USS$ bn
GDP (USS billions), 2007 . 4203 s1.8% o Public debt securities........

GDP (current prices, US$) per capita, 2007 ................... 11,041.2 M Private debt securities..

GDP (PPP) as share (%) of world total, 2007 ............ccoo...c... 0.96 W Banking deposits...
Average annual rate of real GDP growth (%), 2003-07.......5.12 B Equity securities ...
1.4% Total 468.8
31.4%

Total/GDP: 137.2%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INA@X.......ccerererrererseresreresseressssessssessasessans 41 33 messss—— | \ \ \

1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS

1st pillar: Institutional environment 35
Capital account liberalization 2.6
Corporate governance 44 42
Legal and regulatory issues 38 35
Contract enforcement 34 40
Domestic financial sector liberalization...........cccoeveeneieeinens 45 34
2nd pillar: Business environment 30 46
Human capital 26 45
Taxes 29 42
Infrastructure 30 37
Cost of doing business 13 59
3rd pillar: Financial stability 38 41
Risk of a currency crisis 47 31
Risk of systemic banking crisis 20 49
Risk of sovereign debt crisis 33 43

1 2 3 4 5 6 7
4th pillar: Banks 38 32
Size index 37 21
Efficiency index 34 42
Financial information disclosure 34 34
5th pillar: Non-banks 43 1.7
IPO activity 30 16
M&A activity 39 14
Insurance 21 27
Securitization 47 1.2
6th pillar: Financial markets 39 21
Foreign exchange markets 28 13
Derivatives markets 25 13
Equity markets 40 23
Bond markets 24 31

1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: a4 37
Size and depth 45 22
Access 41 36

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Poland

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiiiii 36.... W . 0.2

Corporate governance
Extent of incentive-based compensation...............c...ccooeen 44 W 4.2
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 370 2.8
Centralization of economic policymaking.............ccc.coceeeenn. 22.. .M. 3.6
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 45, W ... 2.5
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 39... 0. 3.5
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ bUSINESS.......coviiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ...............cccoooeiiin. 45 W 2.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooiiiiiiii

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........coovivieieiiiiiiee et

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Poland

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 41 . W 21.2 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 34, WM. 159.8 United Arab Emirates............ 1.5
Cost of registering Property ..........cccccoceeviiiiiiiiiiciec e 5...H ... 0.5 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 23... M. 834.0 China ..o 390.0
COSt 10 IMPOTT ..o 19 W 834.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing Contracts..........ccooieiviiiiiiiiiice 4. M. 10.0 China ..o 8.8
Cost of closing @ bUSINESS ......c.vieiiiiiiiiiiiii e 400 22.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoviiiinns 22, .M. 0.6 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks..........ccccooiiiiiiiiii 26 M. 8.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoiiiiiiiiiiieeeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 28 ..M. 3.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........ccccoocevviiiiiiiiiiieeeee 1. 0.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation .............ccoocooeiviiiinn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 37 W 5.0 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ..........ccoovvriiviiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 20... .M. 51.5 Multiple (7) .o 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 31l 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 3T 0.3 France....

IPO proceeds amount ........coeoviiiiiiiiie e 34 . W 0.3 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 6. WM. 1.7 Japan ...

M&A activity

M&A market share............... 32
M&A transaction value to GDP ..........cooiiiiiiiiii 41 ...
Share of total number of M&A deals .........c..cccooeiiiiiiiiis 28 0.5
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Poland

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 26....0......
5.08 Insurance density
5.09 Real growth of direct insurance premiums....
5.10  Insurance penetration............cccccevvviiiiiiiiiiiiie e

5.11  Relative value-added of insurance............cccoccooviiiiiiiiicencn 45, W

Securitization
5.12  Securitization to GDP

M Development Advantage

SCORE

11,946.5
....310.3

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....24....H........
6.08 Foreign exchange derivatives turnover: Options .................. 21...HA.... ..

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........ccooieiiiiiiiiiiiiii N/a ...

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP oo 30...0m.......
7.02  Private debt to GDP ....oooiiiiiiiiic 46....0........

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP...........ccoooiviiiiiiii 36.....
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP.........cccooooiiiiiiiiii 37..0.

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovieiiiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......ccooiiiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Russian Federation

Key indicators Financial assets by major type, 2006
Population (millions), 2007 .......ccooeeeeeeerrreerreeeeeeeereesieseens 1421 6.0%4 "
GDP (US$ billions), 2007 ..ot 1,2896 Public debt securities...........
GDP (current prices, US$) per capita, 2007 ........cccoeeeenn... 9,075.1 187% M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.orevvernn. 3.18 B Banking deposits...
Average annual rate of real GDP growth (%), 200307 ......7.28 W Equity securities ...
Total
Total/GDP: 150.3%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)

2008 INAEX.....cverererererererersrarsssrsrasssssssssarasasaes 36 3.4 ooeesssss—m | | | |

1 2 3 4 5 6 7

INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement

) |
Domestic financial sector liberalization...........cccoecveeneiceinens 51 27
2nd pillar: Business environment 34 41

Human capital 30 44 ‘ ‘

Taxes 23] p3ig ‘ ‘

Infrastructure 31 34 ‘ ‘
Cost of doing business 45 46

3rd pillar: Financial stability 33 44 *

Risk of a currency crisis 18 49 ‘ ‘ ‘
Risk of systemic banking crisis 31 45 ‘ ‘

Risk of sovereign debt crisis 36 39 : : ‘

1 2 3 4 5 6 7

Financial intermediation

4th pillar: Banks 45 29
Size index 40 20
Efficiency index 38 39 ‘
Financial information disclosure 46 24
5th pillar: Non-banks 10 37 *
IPO activity 6 49 ‘
M&A activity 18 22 ‘
Insurance 30 26 ‘
Securitization 7 5.1
6th pillar; Fi ial markets M 21 #
Foreign exchange markets 1M 29
Derivatives markets 37 1.0 ‘
Equity markets 34 30
Bond markets 45 13 ‘
1 2 3 4 5 6 7
Capital availability and access
Tth pillar: Size, depth, and acce: 45 36
Size and depth 44 22 ‘
Access 48 32 ‘ |
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Russian Federation

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

1.17
1.18
1.19
1.20
1.21
1.22
1.23
1.24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiii 41 W -0.1

Corporate governance
Extent of incentive-based compensation ...............c...ccooeen 30,0 4.6
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. A7 W 2.5
Centralization of economic policymaking.............ccc.coceeeenn. 27 3.3
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 40,0 . 3.1
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 47 W 2.7
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 10 close @ bUSINESS.......coviiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c..cccoooiiiiin. 51 ... 2.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland
Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education .
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment ......cccoooiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ittt

Infrastructure
Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users
Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Russian Federation

Financial Development Index in detail (contd.)

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)
Cost of doing business
2.16  Cost of starting a business ..........ccccccoeiiiiiiiiiiii 4. ... 3.7 Ireland.......cccooviiiiiii, 0.3
2.17  Cost of dealing with licenses ..........cccoceviiiiiiiiiii 51... WM. 3,788.4 United Arab Emirates............ 1.5
2.18  Cost of registering Property ..........ccccooceeviiiiiiiiiiiiiiecee 3. 0.3 Saudi Arabia ..o 0.0
219 COST 0 BXPOIT .ot 49, WM. 2,050.0 China ..o 390.0
220 COSt O IMPOM ..ottt 48 WM. 2,050.0 SiNgapore ........ccoceeeveeeenn. 367.0
2.21  Cost of enforcing contracts..........ccocceovioiiiiiiiiiiicic 1. 134 China ..o 8.8
2.22  Cost of closing a busiNess ..........cccoviiiiiiiiiiiii 18, ... 9.0 Multiple (4) ..o 1.0
3rd pillar: Financial stability
Risk of a currency crisis
3.01  Change in real effective exchange rate..............ccocoeiiiinn 44 W 6.4 Argenting........cccceeevieiieenn.
3.02  External vulnerability indicator........... Russian Federation. .
3.03  Current account balance to GDP Kuwait .c.ooveiiiiiii
3.04  Dollarization vulnerability indicator ...........ccccooiiiiiiiiiiiie Multiple (2) ..ooooveiiiiiiiiiee, 0.0
3.05A  External debt to GDP (developing economies) . Saudi Arabia ........ccoeoiiiiiinins 9.6
3.05B  Net int'l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis
3.06  Activity restrictions for banks............ccoocoiiiiiii 26 M. 8.0 Indonesia.......cccccoeviiiininne 16.0
3.07  Entry restrictions for banks ...........ccccooooiiiiiiiiiiiie 1. 8.0 Multiple (24) ... 8.0
3.08 Capital restrictions for banks.............ccccooveiiiiiiiiiieecee g.. .M. ... 7.0 Multiple (3) ..oooiiiiiiiie 9.0
3.09  Official supervisory power . Multiple (3) ..oooiiiiiiiie 14.0
3.10  Private monitoring of the banking industry ...............c..c...... 23 W 6.0 South Africa.....cccccevviiiinns 9.0
3.11  Frequency of banking CriSes ...........ccoocovveiiiiiiiiieieiie 38...H.. ... 2.0 Multiple (11) .o 0.0
3.12  Stability Index .
3.13  Cumulative real estate appreciation ............cccccoeivieiiicane. 1. -68.4 Russian Federation............. -68.4
Risk of sovereign debt crisis
3.14  Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
3.15  Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks
Size index
4,07 SiZE INAEX .ttt 40 W 4.8 Hong Kong SAR .................. 10.8
Efficiency index
4.02  EFficiency INAEX .....oovvioiieiiicieeeee e United Arab Emirates............ 6.8
4.03  Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure
4.04  Public credit registry COVErage .........ccoouviiiiiiiiiiiiiiaicene 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
4.05 Private credit bureau coverage............cccooiiiiiiiiiiiiiiie 38 4.4 Multiple (7) .o 100.0
4.06  Credit Information INAeX .......cccooiiiiiiiiiiiiiii 31l 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks
IPO activity
5.0T  IPO mMarket Share .......ccocooiiiiiiiiiiiiecee 6. WM. ... 6.4 France....
5.02 PO proceeds amOUNTt .......c.couiiiiiiiiiiieie et 7. W 1.7 Kazakhstan
5.03  Share of world IPOS ......cccooiiiiiiiiiiieeee 18.... WM. 1.2 Japan ...

M&A activity
5.04 M&A market share...............
5.056 M&A transaction value to GDP

5.06  Share of total number of M&A deals .........c..ccooeeiiiiiiiiis 17.... A
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Russian Federation

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 20....H.....
5.08 Insurance density
5.09 Real growth of direct insurance premiums.... .
5.10  Insurance penetration...........ccccocevviiiiiiiiieicie e

5.11  Relative value-added of insurance............cccoccooviiiiiiiicnnene 20... WM.

Securitization
5.12  Securitization to GDP

M Development Advantage

SCORE

21,603.6
....160.9

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnover............ccccoiviiiiiiciiicee United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS..........ccooevvieiiioiieeieeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps ...nfa ..................
6.08 Foreign exchange derivatives turnover: Options .................. 36..0m.......

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........ccooieiiiiiiiiiiiiii N/a ...

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP oo 34,0
7.02  Private debt to GDP ...c.ooooiiiiiiii 36...H.......

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP..........ccoocooviiiiiiiie
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP.........cccoooiiiiiiiiiii 26...0.......

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability .
7.11  Ease of access to credit........ccooooiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......ccooiiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Saudi Arabia

Key indicators Financial assets by major type, 2006

Population (millions), 2007 ........cc.ooeveeeevererrerrrerrnnn. 24.3

19.1%
GDP (USS$ billions), 2007 376.0 54.1%

Public debt securities

USS$ bn

GDP (current prices, US$) per capita, 2007 .................. 15,481.2 0.6% M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.orevvernn. 0.87 M Banking deposits..
Average annual rate of real GDP growth (%), 2003-07 .....5.48 262% W Equity securities ...
Total 603.9
Total/GDP: 173.0%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX......cverererererererersrsrsssrsrasssssssssarasasaes . \
7
INPUTS
1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis
7
4th pillar: Banks 23 41
Size index 23 32
Efficiency index 18 52
Financial information disclosure 32 35
5th pillar: Non-banks 49 14
IPO activity 24 22
M&A activity 50 1.0
Insurance 48 1.2
Securitization 4 1.2
6th pillar: Financial markets 29 27
Foreign exchange markets 34 12
Derivatives markets 26 13
Equity markets 1 65
Bond markets 50 1.0
1 2 3 4 5 6 7
Capital availability and access
Tth pillar: Size, depth, and acce: 32 44
Size and depth 31l 38
Access 40 36
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Saudi Arabia

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccocooviiiiiiiiii 2.0 1.2

Corporate governance
Extent of incentive-based compensation...............c...ccooeen 400 4.3
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 10...H......... 3.9
Centralization of economic policymaking.............cccccoceeenn. 35,0 3.0
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 310 3.8
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 29,0 4.4
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ...............cccoooiiiiin. 37,0 2.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......cooiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........coovivieieiiiiiiee et

Infrastructure

Quality of overall infrastructure .............occooiiiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Saudi Arabia

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE

2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 46 W 32.3 Ireland.......cccooviiiiiii, 0.3

Cost of dealing with liCeNSes .........cccoiviiiiiiiii 24 M. 94.5 United Arab Emirates............ 1.5

Cost of registering Property ..........cccccooieviioiiiiiiiiciecee 1. M 0.0 Saudi Arabia ..o 0.0

COST 10 BXPOIT .t 34, W 1,008.0 China ..o 390.0

COSt 10 IMPOTT ..o 15 ... 758.0 SiNgapore ..........ccccceeeennne 367.0

Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 35, W 27.5 China ..o 8.8

Cost of closing @ bUSINESS ......c.vieiiiiiiiiiiiii e 400 22.0 Multiple (4) ..o, 1.0

3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoiiiiiinne 6. WM. -4.0 Argenting.......ccoocooeiiiiii
Russian Federation. .
Kuwait ..o,

Dollarization vulnerability indicator ..........ccccocvviiiiiiiine Multiple (2) ..ooooveiiiiiiiiiee, 0.0

External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6

Net int'l investment position to GDP (adv. economies) ....... N/@ i n/a Switzerland............ccceeeene 121.3

Risk of systemic banking crisis

Activity restrictions for banks...........cccoooiiiiiii 4. W 12.0 Indonesia.......cccccoeviiiininne 16.0

Entry restrictions for banks ............c.ccocoviiiiiioiiiiieeee 1. 8.0 Multiple (24) ..o 8.0

Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 18 ... 5.0 Multiple (3) .o 9.0

Official supervisory power Multiple (3) .o 14.0

Private monitoring of the banking industry .......................... N/a . n/a South Africa.....cccccevviiiinns 9.0

Frequency of banking CriSEs ..........c.ccooceviiiiiiiiiiieeeeee 1. 0.0 Multiple (11) oo 0.0

Stability Index

Cumulative real estate appreciation .............ccocooeiviiienn. N/a i n/a Russian Federation............. -68.4

Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0

Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0

4th pillar: Banks

Size index

SIZE INAEX 1.t 23, W 6.3 Hong Kong SAR .................. 10.8

Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8

Public ownership of banks Multiple (17) oo 0.0

Financial information disclosure

Public credit registry COVerage .........cccooovveiiiaiieiiciieceee 27 W 0.0 Belgium ......ccoooiiiiiiiii 57.2

Private credit bureau coverage...........cccocoovviiiiiiiiiiiiiii 30..0......... 23.5 Multiple (7) .o 100.0

Credit Information INdeX .........cccovviiiiiiiiiiiieie 1. 6.0 Multiple (14) ..o, 6.0

5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 217, W 1.0 France....

IPO proceeds amount ........coeoviiiiiiiiie e 15, . 0.8 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 23... M. 0.6 Japan ...

M&A activity

M&A market share............... .60 ...
M&A transaction value to GDP ..........cooiiiiiiiiiii 51.....
Share of total number of M&A deals ............cccooeiiiiiiiiins 48 .. W 0.0
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Saudi Arabia

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........ccoeviiiiiiiiiiiiiiiiiiiee e 43 ...
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccocivvveiiiiiiiiii e 50.....
5.11  Relative value-added of insurance..............cccocooiiiiiiiins 36.....
Securitization

5.12  Securitization to GDP
5.13  Share of total number of securitization deals ....

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

United States ...64.9

Development Disadvantage

6th pillar: Financial markets

Foreign exchange markets
6.01  Spot foreign exchange turnoVer.............cccoocooiiiiiiiii
6.02  Outright forward foreign exchange turnover .
6.03  Foreign exchange swap turnover

Derivatives markets
6.04 Interest rate derivatives turnover:

Forward rate agreementsS...........cccveeeveoieecciieiceeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options .... .
6.07  Foreign exchange derivatives turnover: Currency swaps.....16.....
6.08 Foreign exchange derivatives turnover: Options .................. 29.....

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........ccoooieiiiiiiiiiiiii nfa......

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom .................. 26.6
United Kingdom ....29.9
United Kingdom ..42.0

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth
7.01 M2 10 GDP ..o 29.....
7.02  Private debt to GDP ....oooiiiiiiiiic 49 ...
7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP.........ccooooeiiiiiiiii,
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP .
7.08  Stock market value traded to GDP..........coooiiiiiiiiiii 1.

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovieiiiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......ccooiiiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Singapore

Key indicators Financial assets by major type, 2006

Population (millions), 2007 4.6 21.0% USS bn
GDP (USS$ billions), 2007 161.3 43.1% o Public debt securities........
GDP (current prices, US$) per capita, 2007 ................... 35,162.9 M Private debt securities..

GDP (PPP) as share (%) of world total, 2007 ........................ 0.34 108% M Banking deposits...

Average annual rate of real GDP growth (%), 200307 ......7.14 W Equity securities ...

Total 641.7

25.1%

Total/GDP: 469.8%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ...vrueeerererererrersresssessesesseessesssseses

INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 32 36
Size index 12 42
Efficiency index 45 33
Financial information disclosure 37 32
5th pillar: Non-banks 19 29
IPO activity 9 35
M&A activity 12 29
Insurance 17 37
Securitization 3% 16
6th pillar: Financial markets 6 50
Foreign exchange markets 4 69
Derivatives markets 6 48
Equity markets 9] B 5A1
Bond markets 18 37
1 2 3 4 5 6 7
Tth pillar: Size, depth, and 7 62
Size and depth 7 54
Access 18 46
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Singapore

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.6

Corporate governance
Extent of incentive-based compensation...............c...ccooen 120 5.2
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............cc.ccooooviiiiiiciien 1. W 5.3
Centralization of economic policymaking.............ccc.coceeeenn. 50.... M. ... 1.9
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccevvevviiiiiiieeiiieiiee
Diversion of public funds

Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies .............ccccooeviiiiiiiennn 1. 6.1
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 4. 0. 5.6
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ DUSINESS.......coviiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1. W 1.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........ccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooiiiiiiii

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies .
COrporate tax rate .......cooiiieiiiiiiiiei e

Infrastructure

Quality of overall infrastructure ..........c..occooiiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Singapore

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccoiiiiiiiiiiii 4. M. 0.8 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 120 22.9 United Arab Emirates............ 1.5
Cost of registering Property .........cccccooveoiiiiiiiiiiiicece 200 2.8 Saudi Arabia ..o 0.0
COST 10 EXPOIT .. 2. W 416.0 China ..o 390.0
COST 10 IMPOTT ..o 1. 367.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 200 17.8 China ..o 8.8
Cost of closing @ bUSINESS .....coviiiiiiiiiiiiiiee 1. 1.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoeiiiins 3T 2.7 Argenting........cccceeevieiieenn.
External vulnerability indicator g ..n/a Russian Federation. .
Current account balance to0 GDP.........cccccooiiiiiiiiiii 3. 26.5 Kuwait .o
Dollarization vulnerability indicator ............ccccooiiiiiiiiiiiis 1. W n/a Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies).......... 2. ... 109.5 Switzerland..........c.ocooe 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........occoooiiiiiiii 16... 0. 10.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoviiiiiioiiiiieeee 1. 8.0 Multiple (24) ..o 8.0
Capital restrictions for banks.............ccocoiveeieiiiiioiieieee g.. .M. ... 7.0 Multiple (3) .o 9.0
Official SUPEIVISONY POWET .........vouiiiiiiiiiieieieeee e 4. M. 13.5 Multiple (3) .o 14.0
Private monitoring of the banking industry ................cccooo 2. W 8.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 120 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation ...........ccccoocevericoinenan 12 W 8.5 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating.........ccoocooviiiiiiiiiiiieas 1. Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 12 0 7.4 Hong Kong SAR .................. 10.8
Efficiency index

Efficiency iNdeX ..o United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovrviviiiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 22 .. 42.7 Multiple (7) c.ooooveiiiiiiia. 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 31l 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 22 W 0.9 France....

IPO proceeds amouNt ........coiiiiiiiiiii i 6. WM. ... 1.8 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 120 2.1 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals............cccocveviiiiiiin 18, 1.2
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Singapore

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 27 .0
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccocvvuiiiiiiiiiiii e 180

5.11  Relative value-added of insurance...........ccccocoeevieiiiiiiiinnne, 3.0
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

.......... 1,957.7

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnover............ccccoiviiiiiiciiicee United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07 Foreign exchange derivatives turnover: Currency swaps....... 7...M.. ...
6.08 Foreign exchange derivatives turnover: Options .................... 5. .M.

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........cocoeviiiiiiiiiiiiii 9.0

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP oo 8. .M. ...
7.02  Private debt to GDP .....oooiiiiiiiii 170

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization to GDP.........c.cocooviiiiiiiii,
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP.........cccoooiiiiiiiiiii 15,0

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit........oooviiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles

207



2: Country/Economy Profiles

208

Slovak Republic

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........cc.ooeveeeeereneeeeeeieesieesee e 5.4 9.0%
GDP (USS billions), 2007 ...ocovvovvsvrsorsevsvssossnsnssosscne 75.0 Public debt securities.........
GDP (current prices, US$) per capita, 2007 .................. 13,857.5 382% M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.orevvernn. 0.17 M Banking deposits..
Average annual rate of real GDP growth (%), 200307 ......7.09 W Equity securities ...
Total 62.2
1.3%
Total/GDP: 110.9%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX.....cverererererererersrarsssrsrasssasssssarasasases 42 33 eeessssssmm = | | | |
1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS
1st pillar: Institutional environment 37 38
Capital account liberalization 35] [ 3¥2
Corporate governance 28 46
Legal and regulatory issues 31l I3¥
Contract enforcement 36 39
Domestic financial sector liberalization...........cccoeveeneieeinens 40 36
2nd pillar: Business environment 28 47
Human capital 29 44
Taxes 18 46
Infrastructure 27 40
Cost of doing business 18 58
3rd pillar: Financial stability 36 42
Risk of a currency crisis 48 2.6
Risk of systemic banking crisis 11 51
Risk of sovereign debt crisis 25 49
1 2 3 4 5 6 7
4th pillar: Banks 35 34
Size index 3B 22
Efficiency index 31 44
Financial information disclosure 31 36
5th pillar: Non-banks 51 13
IPO activity 44 1.0
M&A activity 41 14
Insurance 4 19
Securitization 51 1.0
6th pillar: Financial markets 48 15
Foreign exchange markets 42 11
Derivatives markets 34 1.0
Equity markets 50 1.1
Bond markets 32 26
1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: a1 39
Size and depth 4 23
Access 31 40

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Slovak Republic

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiiiii 35, 0.5

Corporate governance
Extent of incentive-based compensation...............c...ccoeein 34 . W 4.4
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 4. W 29
Centralization of economic policymaking.............ccc.coceeeenn. 5.0 4.0
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds

Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 36....0 . 3.4
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 36....0 3.6
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ bUSINESS.......coviiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ...............cccoooeiiin. 40, 0. 2.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......cooiiiiiiii e

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies
COrporate tax rate .......coovioiiiiiiiiiiei e

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Slovak Republic

Financial Development Index in detail (contd.)

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)
Cost of doing business
2.16  Cost of starting a business ..........ccccccoeiiiiiiiiiiii 15, . 4.2 Ireland.......cccooviiiiiii, 0.3
217  Cost of dealing with liCENSES .......cocoviiiiiiiiiiii 7. W 14.9 United Arab Emirates............ 1.5
2.18  Cost of registering property ..........ccccoocveviiiiiiiiiiciiecee 2. W 0.1 Saudi Arabia ..o 0.0
219 COST 0 BXPOIT .ot 35....W....... 1,015.0 China ..o 390.0
220 COSt O IMPOM ..ottt 32,0 1,050.0 SiNgapore ........ccoceeeveeeenn. 367.0
2.21  Cost of enforcing contracts..........ccocceovioiiiiiiiiiiicic 31...W 25.7 China ..o 8.8
2.22  Cost of closing a busiNess ..........cccoviiiiiiiiiiiii 33, 18.0 Multiple (4) ..o 1.0
3rd pillar: Financial stability
Risk of a currency crisis
3.01  Change in real effective exchange rate..............ccocoeiiiinn 45 W 7.0 Argenting........cccceeevieiieenn.
3.02  External vulnerability indicator........... Russian Federation. .
3.03  Current account balance to GDP Kuwait .c.ooveiiiiiii
3.04  Dollarization vulnerability indicator Multiple (2) .o 0.0
3.05A  External debt to GDP (developing economies) ..........c.......27 ... B 53.2 Saudi Arabia ........ccoociii 9.6
3.05B  Net int'l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis
3.06  Activity restrictions for banks ...........ccccooiiiiii N/a .o n/a Indonesia.......cccccoeviiiininne 16.0
3.07  Entry restrictions for banks ...........cccoociiiiiiii N/a i n/a Multiple (24) ..o 8.0
3.08 Capital restrictions for banks ...........ccoocooiiiiiiiiii N/a i n/a Multiple (3) .o 9.0
3.09  Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
3.10  Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
3.11  Frequency of banking CriSes ...........cccocovveiiiiiiiiiieieiie 12 ... 1.0 Multiple (11) .o 0.0
3.12  Stability Index .
3.13  Cumulative real estate appreciation ............ccccooceeeiiiieiiens N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis
3.14  Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
3.15  Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks
Size index
4,07 SiZE INAEX .ttt 35, W 5.1 Hong Kong SAR .................. 10.8
Efficiency index
4.02  EFficiency INAEX .....oovvioiieiiicieeeee e United Arab Emirates............ 6.8
4.03  Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure
4.04  Public credit registry COVErage .........ccoouviiiiiiiiiiiiiiaicene 9. ... 1.2 Belgium ......ccoooiiiiiiiii 57.2
4.05  Private credit bureau coverage............ccoooiiiiiiiiiiiiei 17 . . 56.0 Multiple (7) .o 100.0
4.06  Credit Information INAeX ........cccoviiiiiiiiiiiiii 31l 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks
IPO activity
5.01 PO market Share .......cccocooviiiiiiiiiicieccc 45 W 0.0 France....
5.02 PO proceeds amOUNTt .......c.coviiiiiiiiiiaie it 44 W 0.1 Kazakhstan
5.03  Share of world IPOS ......cccooiiiiiiiiiiieeee 39...W.. 0.1 Japan ...

M&A activity

5.04 M&A market share............... 45
5.05 MQ&A transaction value 10 GDP ..........ccooiiiiiiiiiii 35.....
5.06  Share of total number of M&A deals ...........cccoooeiiiiiiiiis 42.....
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Slovak Republic

Financial Development Index in detail (contd.)

M Development Advantage Development Disadvantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
5th pillar: Non-banks (cont'd.)
Insurance
5.07  Insurance premiums, dir€Ct .........ccoeviiiiiiiiiiiiiiiiiiiee e 41 .. 1,819.6 United States .......... 1,170,100.6
5.08  Insurance density ........ccccoociiiiiiiiiiiiiieicieeeeeeen 26 UL 336.9 United Kingdom ............. 6,466.7
5.09  Real growth of direct insurance premiums.... INdi@. ..o, 52.6
5.10  Insurance penetration...........ccccoceeivriiiiiiiiiiiiiecee e 28 3.4 United Kingdom .................. 16.5
5.11  Relative value-added of insurance............cccoccooviiiiiiiicnnene 22 .M. 1.1 Switzerland.........cccoooiiiiil 4.8
Securitization
5.12  Securitization to GDP United States .. 229
5.13  Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0
Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreements...........ccccoveoiiiiiieieiicce e United Kingdom
6.05 Interest rate derivatives turnover: Swaps United Kingdom
6.06 Interest rate derivatives turnover: Options .... United States ..
6.07  Foreign exchange derivatives turnover: Currency swaps ....n/a ........ccccoceeveeeen. n/a United Kingdom .................. 47.6
6.08 Foreign exchange derivatives turnover: Options .................. 32 0.0 United Kingdom .................. 42.6
Equity market development
6.09  Equity market turnover.... Pakistan.... ...374.3
7.05  Stock market capitalization to GDP.... Hong Kong SAR ................ 713.3
Bond market development
6.10  Private-sector bonds to GDP........ccoooieiiiiiiiiiiiii N/a . n/a United States ...........c....... 114.0
6.11  Public-sector bonds to GDP France
6.12  International bonds to GDP Netherlands.
Tth pillar: Size, depth, and access
Size and depth
7.01  M210 GDP oo 20... .M. 57.1 Hong Kong SAR ................ 252.3
7.02  Private debt to GDP ....oooiiiiiiiiic A7 1.4 Netherlands............c.c........ 216.2
7.03  Public debt to GDP AUSEA .o 7.0
7.04  Bank deposits to GDP Hong Kong SAR ................ 250.4
7.05  Stock market capitalization 10 GDP.........ccccooiiiiiiiiiiiii Hong Kong SAR ................ 713.3
7.06 Relative value-added of financial institutions to GDP .... Panama..... ..9.2
7.07  Private credit to GDP ..35. United States ........cccooee 193.7
7.08  Stock market value traded to GDP.........cccoooiiiiiiiiiii 51 0.2 Saudi Arabia .......ccooceeiine 356.2
Access
7.09  Financial market sophistication ... Switzerland
7.10  Venture capital availability United States ..b.3
7.11  Ease of access t0 Credit.......coooiiiiiiiiiiiiiiiee Slovak Republic..................... 5.9
7.12  Ease of access to local equity market Sweden ....
7.13  Bank branches
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiii NOrWaY .....ocvveeiieiiiiiiecciiees B.%

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles

21



2: Country/Economy Profiles

212

South Africa

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........cc.ooeveeeevererrerrrerrnnn. 47.9 8.1%
GDP (US$ billions), 2007 2826 7" 0 Public debt securities..........
GDP (current prices, US$) per capita, 2007 ........cccoveernne.. 5,906.5 15:4% M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.orevvernn. 0.72 M Banking deposits..
Average annual rate of real GDP growth (%), 200307 ......4.70 W Equity securities ...
70.8% Total
Total/GDP: 392.4%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX......cverererererererersrsrsssrsrasssssssssarasasaes 25 4.0 Se——— | | |
1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS

1st pillar: Institutional environment 2] 46

Capital account liberalization 45 1.0

Corporate governance 10 57

Legal and regulatory issues 25 42

Contract enforcement 19 50

Domestic financial sector liberalization.........cc.ccocovieieeencininnne 1 70
2nd pillar: Business environment 36 4.0

Human capital 46 37

Taxes 20 45

Infrastructure 40 30

Cost of doing business 41 50
3rd pillar: Financial stability 26 47

Risk of a currency crisis 14 53

Risk of systemic banking crisis 34 42

Risk of sovereign debt crisis 31 46

1 2 3 4 5 6 7

Financial intermediation

4th pillar: Banks 22 41
Size index 25 31
Efficiency index 20 5.1
Financial information disclosure 25 40

5th pillar: Non-banks 23 24
IPO activity 34 15
M&A activity 2 21
Insurance 10 44
Securitization 30 17

6th pillar: Financial markets 28 28
Foreign exchange markets 2 14
Derivatives markets 19 16
Equity markets 13 47
Bond markets 29 27

N
w
ES
o
(=2}
~

Capital availability and access

Tth pillar: Size, depth, and acce: 21 53
Size and depth 20 43
Access 25 44

7 OUTPUTS

N
w
=
o
(=2}

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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South Africa

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiii 45 ... -1.1

Corporate governance
Extent of incentive-based compensation ...............cc.ccoeeen. 2. . 5.7
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 38...0H. 2.7
Centralization of economic policymaking.............cccccoceeenn. 38... 0. 2.8
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement

Effectiveness of law-making bodies ............cccceoveeiieiinenn. 13,0 4.6
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 6. .H.......... 5.5
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....
Time to enforce a contract
Cost of enforcing contracts...
Strength of investor protection ...
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic

Domestic financial sector liberalization
Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1.0 1.0

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore

Germany....
Finland...
Ireland

Singapore ...

Singapore ... 9.
Ireland........ccoocoiiiiiiis 0.4

Multiple (34) ..o 1.0

Development Disadvantage

2nd pillar: Business environment

Human capital

Quality of management schools
Quality of math and science education .
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies .
COrporate tax rate .......cooiiieiiiiiiiiei e

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...,
Telephone lines
Mobile telephone subscribers

France
Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles



2: Country/Economy Profiles

214

South Africa

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 22, .M. 7.1 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 4. ... 30.4 United Arab Emirates............ 1.5
Cost of registering Property .........ccccccoveoiiiiiciiiiciece 46 W 8.8 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 39...W....... 1,087.0 China ..o 390.0
COSt 10 IMPOTT ..o 38...H...... 1,195.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 44 W 33.2 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 33,0 18.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoiiiiiinne 2. W 4.7 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks..........ccccooiiiiiiiiii 16... WM. 10.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoviiiiiioiiiiieeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks.............ccocovevieiiieoiieieeee 1. 9.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry ............ccccccceins T 9.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 38...H.. ... 2.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 3T...W 74.2 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 25 M. 6.1 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovrviviiiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 9. R 52.1 Multiple (7) .o 100.0
Credit Information INdeX .........cccooiiiiiiiiiiii T W 6.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 29, 0.3 France....

IPO proceeds amount ........coeoviiiiiiiiie e 29, 0.3 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 34...W. 0.2 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals .........c..cccooeiiiiiiiiis 27 W 0.5
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Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 16.... M.
5.08 Insurance density
5.09 Real growth of direct insurance premiums....
5.10  Insurance penetration...........cccocieiiiiiiiiiiiii e

5.11  Relative value-added of insurance............cccoccooviiiiiininnene 1.

Securitization
5.12  Securitization to GDP

M Development Advantage

SCORE

40,730.6
....865.8

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....28....H..........
6.08 Foreign exchange derivatives turnover: Options .................. 30...W......

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........cocoeviiiiiiiiiiiiii 23... 0.

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States .
United Kingdom .................. 47.6

United Kingdom .................. 42.6
Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ..........ccceoune 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP oo 21... .M.
7.02  Private debt to GDP ....oooiiiiiiiie 25... W

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP.........ccooooeiiiiiiiii,
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP..........ccoooiiiiiiiiiiii 10....H.......

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit........oooviiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......ccooiiiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Spain

Key indicators Financial assets by major type, 2006
Population (millions), 2007 449 9.8% US$ bn
GDP (US$ billions), 2007 1/439.0 Public debt securities.......513.6
GDP (current prices, US$) per capita, 2007 ................... 32,067.0 34.3% M Private debt securities...1,793.8
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 2.09 M Banking deposits.. .1,602.6
Average annual rate of real GDP growth (%), 2003-07 ......3.53 W Equity securities ...
Total
30.6%
Total/GDP: 424.9%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX......cverererererererersrsrsssrerssssasssssarasasaes 12 4.9 S | |
1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS
1st pillar: Institutional environment 5.6
Capital account liberalization 1 70
Corporate governance 23 5.0
Legal and regulatory issues 22 45
Contract enforcement 24 46
Domestic financial sector liberalization ...........ccoueveevncveneens 1 70
2nd pillar: Business environment 24 48
Human capital 20 49
Taxes 34 39
Infrastructure 19 50
Cost of doing business 34 55
3rd pillar: Financial stability 2 50
Risk of a currency crisis 39 39
Risk of systemic banking crisis 36 41
Risk of sovereign debt crisis 1 170
1 2 3 4 5 6 7
4th pillar: Banks 10 48
Size index 9 45
Efficiency index 22 50
Financial information disclosure By B2
5th pillar: Non-banks 9 38
IPO activity 26 1.8
M&A activity 9 37
Insurance 20 34
Securitization 3 62
6th pillar: Financial markets 14 39
Foreign exchange markets 19 17
Derivatives markets 18 18
Equity markets 5 56
Bond markets 6 49
1 2 3 4 5 6 7
Tth pillar: Size, depth, and 6 64
Size and depth 6 55
Access 2 51
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.3

Corporate governance
Extent of incentive-based compensation...............c...ccooen 23 . 4.9
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 28,0 3.1
Centralization of economic policymaking.............ccccoovieiins ... 5.2
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 24 . . 4.1
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 35,0 3.8
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ DUSINESS.......coviiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1. W 1.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooiiiiiiii

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiieiii et

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Spain

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 33,0 15.1 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 21 64.9 United Arab Emirates............ 1.5
Cost of registering Property .........ccccccoveoiiiiiciiiiciece 42 W 7.1 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 33,0 1,000.0 China ..o 390.0
COSt 10 IMPOTT ..o 27 LW 1,000.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 18,0 ... 17.2 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 26,0 15.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoeiiiins 34 W 3.8 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccocooiiiiiiiiiiis 1.1 Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia ........ccoeoiiiiiinins 9.6
Net int'l investment position to GDP (adv. economies)........ 4. 8. -60.8 Switzerland...............c........ 121.3
Risk of systemic banking crisis

Activity restrictions for banks..........ccoooiiiiiiiiiii 29, 7.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............cccoocooieiiiiiiiiee 25 0 7.0 Multiple (24) ... 8.0
Capital restrictions for banks.............ccocovevieiiieoiieieeee 1. 9.0 Multiple (3) ..oooiiiiiiiie 9.0
Official SUPEIVISOrY POWET .........cceeviveiiieieiieieeeeeee 18 B, 1.5 Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry ............ccccccceins 2. W 8.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 12 ... 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 28 49.0 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating.........ccoocooviiiiiiiiiiiieas 1. Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 9. M. ... 7.8 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........cooovviiiiiiiiiiiiiiecec 3. 44.9 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........c.cccoovvoiiiiiiiiiiiii. 35, M 8.3 Multiple (7) .o 100.0
Credit Information INdeX .........cccooiiiiiiiiiii e T W 6.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 15,0 1.4 France....

IPO proceeds amount ........coeoviiiiiiiiie e 3T 0.3 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 22 . 0.7 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals.........c..cccooeiviiiiiiiine S.. .M. ... 2.7
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Spain

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 10.... M.
5.08 Insurance density
5.09 Real growth of direct insurance premiums.... .
5.10  Insurance penetration...........ccccocvvuiiiiiiiiiiii e

5.11  Relative value-added of insurance............cccoccooviiiiiiiiinncns 38...0H.......

Securitization
5.12  Securitization to GDP

M Development Advantage

SCORE

.......... 1,614.6

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....19....H..........
6.08 Foreign exchange derivatives turnover: Options .................. 16....0.........

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP.......cccooiiiiiiiiii 7. ...

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP .ooiiiiiiii nfa....
7.02  Private debt to GDP .....oooiiiiiiii 4. M.

7.03  Public debt to GDP
7.04  Bank deposits to GDP
7.05  Stock market capitalization t0 GDP..........ccoocoiviiiiiiii
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP..........coooieiiiiiiii, 8. ...

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovviiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles



2: Country/Economy Profiles

220

Sweden

Key indicators Financial assets by major type, 2006

Population (millions), 2007 9.2 14.6% USS$ bn
GDP (US$ billions), 2007 4553 42.1% 28.0% Public debt securities.......198.3
GDP (current prices, US$) per capita, 2007 ................... 49,654.9 o M Private debt securities.....381.2
GDP (PPP) as share (%) of world total, 2007 ............ccoo...c... 0.51 M Banking deposits..

Average annual rate of real GDP growth (%), 2003-07 ......3.20 W Equity securities ...

Total

15.3%
Total/GDP: 345.7%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ...vrueeerererererrersresssessesesseessesssseses

INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 31 37
Size index 20 36
Efficiency index 44 34
Financial information disclosure 16 43
5th pillar: Non-banks 20 29
IPO activity 27 1.8
M&A activity 8 38
Insurance 16 38
Securitization 24 21
6th pillar: Financial markets 12 41
Foreign exchange markets 16 2.1
Derivatives markets 13 30
Equity markets 8 55
Bond markets 7 49
1 2 3 4 5 6 7
Tth pillar: Size, depth, and 13 56
Size and depth 18 43
Access 3 51
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Sweden

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.3

Corporate governance
Extent of incentive-based compensation...............c...ccooen 13 0. 5.2
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 23,0 3.2
Centralization of economic policymaking.............cccccoceeenn. 30....0. . 3.3
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccevveiviiiiiiiieciieiiien
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies .............ccccooeviiiiiiiennn 7.0 5.1
Judicial iNdependence ..........ccc.ooviieiiiiiiiiiece e 6. W ... 6.2
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1. W 1.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........ccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooviiiiiii

Taxes

Irregular payments in tax collection .............ccccooiiiiiiiinn.
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ittt

Infrastructure

Quality of overall infrastructure ..........c..occooiiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...........ccccooiiiiiiiiii
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Sweden

Financial Development Index in detail (contd.)

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)
Cost of doing business
216 Cost of starting a business ..........ccccccoiiiiiiiiiiiii 2. W 0.6 Ireland.......cccooviiiiiii, 0.3
2.17  Cost of dealing with licenses ..........cccoceviiiiiiiiiii 27 W 106.4 United Arab Emirates............ 1.5
2.18  Cost of registering property ...........ccccoceeeiiiiiiiiiiiiiece 22 W 3.0 Saudi Arabia ..o 0.0
219 COST 0 BXPOIT .ot 0. W 561.0 China ..o 390.0
220 COSt O IMPOM .o 9. .M. ... 619.0 SiNgapore ........ccoceeeveeeenn. 367.0
2.21  Cost of enforcing contracts..........ccocceeiviiiiiiiiiiicicc 40, 0. 31.3 China ..o 8.8
2.22  Cost of closing a busiNess ..........cccoviiiiiiiiiiiii 18 9.0 Multiple (4) ..o 1.0
3rd pillar: Financial stability
Risk of a currency crisis
3.01  Change in real effective exchange rate..............cccocoeiiiin 24 W 0.8 Argenting.......ccoocooeiiiiii
3.02  External vulnerability indicator........... Russian Federation. .
3.03  Current account balance to GDP . Kuwait .c.ooveiiiiiii
3.04  Dollarization vulnerability indicator ...........ccccooiiiiiiiiiie, 1. W n/a Multiple (2) .o 0.0
3.05A  External debt to GDP (developing economies) Saudi Arabia ........ccoeoiiiiiinins 9.6
3.05B  Net int'l investment position to GDP (adv. economies)........ 10.... WM. -18.5 Switzerland..........c.ocooe 121.3
Risk of systemic banking crisis
3.06  Activity restrictions for banks...........cccoooiiiiiii 16... 0. 10.0 Indonesia.......cccccoeviiiininne 16.0
3.07  Entry restrictions for banks ...........ccccoocoviiiiiiiiiiiiee 33 W 6.0 Multiple (24) ... 8.0
3.08 Capital restrictions for banks ...........ccoocoiiiiiiiii N/a i n/a Multiple (3) .o 9.0
3.09  Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
3.10  Private monitoring of the banking industry ...............cc..c....... 23 6.0 South Africa.....cccccevviiiinns 9.0
3.11  Frequency of banking CriSes ...........ccoocovveiiiiiiiiieieiie 12 ... 1.0 Multiple (11) .o 0.0
3.12  Stability Index .
3.13  Cumulative real estate appreciation ............ccccceeiiriiiicainnn 23 36.3 Russian Federation............. -68.4
Risk of sovereign debt crisis
3.14  Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
3.15  Foreign currency SOVereign rating...........cccoeveveeieicaeeic e 1. Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks
Size index
4.01T  SiZE INAEX ..ottt 20, 6.8 Hong Kong SAR ... 10.8
Efficiency index
4.02  EFficiency INAEX .....ocvvioiieoiiiciccieeee e United Arab Emirates............ 6.8
4.03  Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure
4.04  Public credit registry COVErage .........ccooovviiiiiiiiiiiiiieecene 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
4.05  Private credit bureau Coverage............cccoovviiiiiiiiiiiii 1. W 100.0 Multiple (7) .o 100.0
4.06  Credit Information INAeX ........ccoooiiiiiiiiiiiii 31l 4.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks
IPO activity
5.01 PO market Share .......cccocooviiiiiiiiiicieccc 27 W 0.6 France....
5.02 PO proceeds amOUNTt .......c.coviiiiiiiiiiaie it 24 W 0.4 Kazakhstan
5.03  Share of world IPOS ......cccooiiiiiiiiiiieeee 20,0 1.1 Japan ...

M&A activity

5.04 M&A market share...............
5.056 M&A transaction value to GDP
5.06  Share of total number of M&A deals ...........cccooeviiiiiiiinnn, 13...1
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Sweden

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 19....0.......
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccocvvuiiiiiiiiiiii e 13.... ...

5.11  Relative value-added of insurance............cccoccooviiiiiiiiinncns 35,0
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccoccoveiiiiiiiiis United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........ccoveeeviiiiiiciieeieeeee e
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....31....H..........
6.08 Foreign exchange derivatives turnover: Options .................. 130

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP.......cocooiiiiiiiiiicee 5. 0. ...

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP oo 25,0
7.02  Private debt to GDP ....oooiiiiiiiie 1. m.....

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP..........ccoocooviiiiiiiie
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP..........coooieiiiiiiii, 9. M. ...

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coooiiiiiiiiiiiiiiiee
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS .......ccooiiiiiiiiiiiiiie

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles

223



2: Country/Economy Profiles

224

Switzerland

Key indicators Financial assets by major type, 2006

Population (millions), 2007 1.3 7.9% US$ bn
GDP (USS$ billions), 2007 423.9 50.3% Public debt securities........190.1
GDP (current prices, US$) per capita, 2007 ................... 58,083.6 186% M Private debt securities......447.6

GDP (PPP) as share (%) of world total, 2007 ............ccoo...c... 0.46
Average annual rate of real GDP growth (%), 200307 ......2.22

M Banking deposits ..
M Equity securities ...

2% Total

Total/GDP: 620.8%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 IndeX.....coeeeeerererererereree e aseeeeaens 7 5.2 DE—— | |

Factors, policies, and institutions INPUTS

1st pillar: Institutional environment

Capital account liberalization 1
Corporate governance 14
Legal and regulatory issues 1
Contract enforcement 20
Domestic financial sector liberalization ............ccoeeneeeenceunnes 30
2nd pillar: Business environment

Human capital

Taxes 1
Infrastructure

Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

_ N AN - Ww - oo

Financial intermediation

4th pillar: Banks 2] 38
Size index 3 51
Efficiency index 49 28
Financial information disclosure 38 31
5th pillar: Non-banks 18 30
IPO activity 18 25
M&A activity 20 22
Insurance 4 54
Securitization 28 1.8
6th pillar: Financial markets 3 54
Foreign exchange markets 3 69
Derivatives markets 9 42
Equity markets 4 58
Bond markets 10 48
1 2 3 4 5 6 7
Tth pillar: Size, depth, and 1 69
Size and depth 1 64
Access 12 49
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Switzerland

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.3

Corporate governance
Extent of incentive-based compensation ...............cc.cccoeeen. 3...W. 5.6
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............cc.ccooooviiiiiiciien 7. 4.3
Centralization of economic policymaking.............ccccoovieiins 1. 5.9
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccevvevviiiiiiiieiiiiiieen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies .............ccccooeviiiiiiiennn 8. ... 5.0
Judicial iNdependence ..........ccc.ooviieiiiiiiiiiece e 5. .0 ... 6.3
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... . Singapore ... 9.
Time 10 close @ bUSINESS.......coviiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ...............cccoooiiiiin. 30....0 2.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........ccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......cooiiiiiiii e

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies
COrporate tax rate .......cooiiieiiiiiiiiei e

Infrastructure

Quality of overall infrastructure ..........c..occooiiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...........ccccooiiiiiiiiii
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Switzerland

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 1 2.1 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 6.0 ... 52.7 United Arab Emirates............ 1.5
Cost of registering Property ..........cccccoveviiiioiiiiiciec e 4. M. 0.4 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 42 W 1,238.0 China ..o 390.0
COSt 10 IMPOTT ..o 42 0. 1,333.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 23 21.2 China ..o 8.8
Cost of closing @ bUSINESS .....coviiiiiiiiiiiiiiee 5...M........... 4.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoviiiinns 28 1.9 Argenting........cccceeevieiieenn.
External vulnerability indicator g ..n/a Russian Federation. .
Current account balance to GDP.........cccccoooiiiiiiiiiiie 7. W 15.3 Kuwait .o
Dollarization vulnerability indicator ............ccccooiiiiiiiiiiiis 1. W n/a Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies).......... 1. W 121.3 Switzerland..........c.ocooe 121.3
Risk of systemic banking crisis

Activity restrictions for banks..........ccoccoiiiiiiiiiiii 25 8.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoiiiiiiiiiiieeeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks ..........ccoocooeiiiiiiiii N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccocceee. 23 6.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes ..........c.cccovviviiiiiiiiiiieeeee 1. 0.0 Multiple (11) .o 0.0
Stability INAEX ..o 6. W ... 5.6

Cumulative real estate appreciation...........ccocooioiiiiii VU B 7.3

Risk of sovereign debt crisis

Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating.........ccoocooviiiiiiiiiiiieas 1. Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t ... 8.6 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVerage .........cccooovveiiiaiieiiciieceee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccocooiviioiiiiiiiiiiiis 29,0 24.0 Multiple (7) .o 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiiiiiiiiiie e 150 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........occooviiiiiiiiie 6.0 1.4 France....

IPO proceeds amount ........coeoviiiiiiiiie e 1 1.0 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 24 W 0.6 Japan ...

M&A activity

M&A market share............... 190
M&A transaction value to GDP ..........cooiiiiiiiiiii 17....
Share of total number of M&A deals ............cccooeiiiiiiiiiins 19, 0. 0.9
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Switzerland

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........cccoovviiiiiiiiiiiiiiiiiiieeeee 15....0........
5.08 Insurance density
5.09 Real growth of direct insurance premiums....

5.10  Insurance penetration...........ccccocieviiiiiiiieiii e 4. W
5.11  Relative value-added of insurance.............cccoceoiiiiiiiiinn. 1.
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnover...........ccoccoiviiiiiciicee United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreementsS...........ccoveeeviiiiiiciieeieeeee e
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps.....23....H..........
6.08 Foreign exchange derivatives turnover: Options .................... 3.0

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........cocoeviiiiiiiiiiiiii 13,0

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

7.01 M2 10 GDP oo 3. 0.
7.02  Private debt to GDP .....oooiiiiiiii e 5. .M. ...

7.03  Public debt to GDP
7.04  Bank deposits to GDP
7.05  Stock market capitalization to GDP.........c.cocooviiiiiiiii,
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP

7.08  Stock market value traded to GDP..........coooieiiiiiiii, 3. 0.

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit.......coovviiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Thailand

Key indicators Financial assets by major type, 2006

Population (millions), 2007 ..........ccoceeereeeeereeeeereeeeeereianns 65.7

. 18.1%
GDP (USS$ billions), 2007 . 2451 29.2% Public debt securities.........
GDP (current prices, US$) per capita, 2007 ..........ccocernne. 3,736.8 M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ........................ 0.80 B Banking deposits..

Average annual rate of real GDP growth (%), 200307 ......5.57 W Equity securities ...

43.2% Total 483.9
Total/GDP: 234.1%
Financial Development Index 2008
Rank (out of 52)  Score (1-7 scale)
2008 INAEX......cverererererererersrsrsssrsrasssssssssarasasaes 29 3.8 eeessssE——— | | |
1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS
1st pillar: Institutional environment 30 45
Capital account liberalization 37 25
Corporate governance 34 45
Legal and regulatory issues 27 39
Contract enforcement 21 47
Domestic financial sector liberalization...........cccoeveeneieeienens 24 6.6
2nd pillar: Business environment 33 42
Human capital 27 45
Taxes 35] 319
Infrastructure 36 32
Cost of doing business 33 55
3rd pillar: Financial stability 29 45
Risk of a currency crisis 29 44
Risk of systemic banking crisis 24 48
Risk of sovereign debt crisis 32 44
1 2 3 4 5 6 7
4th pillar: Banks 15 45
Size index 13 41
Efficiency index 15 54
Financial information disclosure 35 32
5th pillar: Non-banks 37 19
IPO activity 21 23
M&A activity 31 17
Insurance 39 22
Securitization 40 1.4
6th pillar: Financial markets 36 22
Foreign exchange markets 30 12
Derivatives markets 28 1.2
Equity markets 29 35
Bond markets 34 24
1 2 3 4 5 6 7

Capital availability and access
Tth pillar: Size, depth, and acce: 26 49
Size and depth 25 39
Access 29 40
1 2 3 4 5

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Thailand

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiiiii 37 .0 -0.1

Corporate governance
Extent of incentive-based compensation ...............c...ccooeen 35, 4.4
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 13,0 3.8
Centralization of economic policymaking.............cccccoceeenn. 39,0 2.8
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 27 3.9
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 26,0 4.7
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c..cccoooiiiiin. 24 .. .M. 1.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education .
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooiiiiiiii

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ettt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Thailand

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 9. ... 5.6 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCENSes .........ccooiiiiiiiiiii 4. M. 10.7 United Arab Emirates............ 1.5
Cost of registering Property .........ccccccoveoiiiiiciiiiciece 40, 0. 6.3 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 12 ... 615.0 China ..o 390.0
COSt 10 IMPOTT ..o 17 W 786.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 12 . 14.3 China ..o 8.8
Cost of closing @ bUSINESS ......c.vieiiiiiiiiiiiii e A48 ... 36.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccocoeiiiins 32, W 3.0 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia ........ccoeoiiiiiinins 9.6
Net int'l investment position to GDP (adv. economies)....... N/ ., n/a Switzerland...............c........ 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........ccocoiviiiiiiiiii 3..E 13.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoviiiiiioiiiiieeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks.............ccocoiveeieiiiiioiieieee g.. .M. ... 7.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry ............ccccccceins 2. W 8.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 38...H.. ... 2.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 10 WM. 6.1 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) ...coooiiiiiin. 20.0
Foreign currency sovereign rating Multiple (15) ..o, 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 13, 7.4 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ..........ccoovvriiviiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 28 27.9 Multiple (7) .o 100.0
Credit Information INdeX .........ccccooiiiiiiiiiiii 15, . 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 23, W 0.8 France....

IPO proceeds amouNt ........coiviiiiiiiii i 9. .M. ... 1.0 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 29, 0.4 Japan ...

M&A activity

M&A market share............... 29
M&A transaction value to GDP ..........cooiiiiiiiiiii 28.....
Share of total number of M&A deals .........c..cccooeiiiiiiiiis 24 M. 0.6
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Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct ........cccoevviiiiiiiiiiiiiiiiiiieeee 30.....
5.08 Insurance density
5.09 Real growth of direct insurance premiums.... .
5.10  Insurance penetration...........ccccocvvuiiiiiiiiiiii e 27 ...

5.11  Relative value-added of insurance............c.ccccoceiviiiiii, nfa.......
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnoVer...........ccocccoveiiiiiiiics United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:

Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options .... .
6.07  Foreign exchange derivatives turnover: Currency swaps.....22.....
6.08 Foreign exchange derivatives turnover: Options .................. 34.....

Equity market development
6.09  Equity market turnover....
7.05  Stock market capitalization to GDP....

Bond market development
6.10  Private-sector bonds to GDP........cocooviiiiiiiiiiiie 17....
6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth
7.01 M2 10 GDP ..o 9.
7.02  Private debt to GDP .....oooiiiiiiiii 27 ...
7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization t0 GDP..........ccoocooviiiiiiiie
7.06  Relative value-added of financial institutions to GDP ...
7.07  Private credit to GDP .
7.08  Stock market value traded to GDP.........cccoooiiiiiiiiiii 28.....

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability
7.11  Ease of access t0 Credit........oooviiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches .
7.14  Ease of access t0 10aNS ......cccoiiiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Turkey

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ........ccooceeeeeeeereeerereseeeeseseesieneans 68.9 USS$ bn
- 25.9% _
GDP (USS billions), 2007 . 663.4 93.1% Public debt securities.......
GDP (current prices, US$) per capita, 2007 ........cccoeeernne.. 9,629.1 M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 .........ccccoeessrers 1.37 B Banking deposits..
Average annual rate of real GDP growth (%), 2003-07 ......6.97 W Equity securities ...
33.6% ” Total 626.6

Total/GDP: 118.5%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INAEX.....cverererererererersrarsssrsrasssssssssarasasaes . \ \ \ \
4 5 6 7
INPUTS
1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization...........cccoeveeneieeinens 42 35
2nd pillar: Business environment 32 44
Human capital 3B 41
Taxes 22 44
Infrastructure 32 34
Cost of doing business 26 56
3rd pillar: Financial stability 52 28
Risk of a currency crisis 49 23
Risk of systemic banking crisis 45 38
Risk of sovereign debt crisis 46 2.1
1 2 3 4 5 6 7
4th pillar: Banks 37 33
Size index 47 1.6
Efficiency index 25 49
Financial information disclosure 30 37
5th pillar: Non-banks 28 22
IPO activity 37 13
M&A activity 19 22
Insurance 37 23
Securitization 19 29
6th pillar: Financial markets 21 31
Foreign exchange markets 36 1.1
Derivatives markets 22 15
Equity markets 17 45
Bond markets 17 40
1 2 3 4 5 6 7
Capital availability and access
Tth pillar: Size, depth, and acce: 39 40
Size and depth 39 26
Access 33] 39
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiii 46,0 .. -1.1

Corporate governance
Extent of incentive-based compensation...............c...ccooeeen 50 ..M. 3.6
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 33,0 29
Centralization of economic policymaking.............ccccooeeeein. 46,0 .. 2.3
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 27, M. 4.3
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 28,0 4.4
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ bUSINESS.......coviiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ...............cccoooeiiin. 42 W 2.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education .
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......cooiiiiiiii e

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ittt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Turkey

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 40 0. 20.7 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 41 . W 369.9 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 24 M. 3.1 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 25... W 865.0 China ..o 390.0
COSt 10 IMPOTT ..o 29, 1,013.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 21 W 18.8 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 26,0 15.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate.............cccoceoeiiiiis 43 . 0 6.2 Argenting........cccceeevieiieenn.
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........cocoiiiiiiiiii N/a .o n/a Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ...........ccoocoiiiiiii N/a i n/a Multiple (24) ..o 8.0
Capital restrictions for banks ..........ccoccooeiiiiiiiiii N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) .o 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking Crises .........cccocevviiiiiiciiiicce, 50 3.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation .............ccoocooeiviiiinn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 47 W 4.4 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........ccoovvviiviiiiiiiiiiiee 12 .. 10.3 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........c.cccoovvoiiiiiiiiiiiii. 39, 2.7 Multiple (7) .o 100.0
Credit Information INdexX .........cccooiiiiiiiiiii 15, . 5.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 32, 0.3 France....

IPO proceeds amount ........coeoviiiiiiiiie e 37 0.2 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 29, 0.4 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals .........c..cccooeiiiiiiiis 31...W 0.3
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Turkey

Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance

Insurance premiums, dir€Ct ........coooeiviiiiiiiiiiiee 3.0 6,617.5
Insurance density
Real growth of direct insurance premiums.... . .
INsurance Penetration..........c.occcocieiiiiiiiiiiic e A1 1.6

Relative value-added of insurance.............cccoocoiviiiiiininne. 33, 0.8
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange turNoVer...........cccoiieiiiiiiiices United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover . United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets

Interest rate derivatives turnover:

Forward rate agreementsS...........cccveeevioieeeiiieeeeeeeeeee
Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options .... .
Foreign exchange derivatives turnover: Currency swaps.....10.... H................. 1.5
Foreign exchange derivatives turnover: Options ................. 22.. M. 0.1

Equity market development
Equity market turnover....
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP.........cccoociiiiiiiiiiiien N/a i n/a
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 28,0 ... 44.4
Private debt to GDP .......cociiiiiii e 44 . 2.2
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization t0 GDP...........cocoiviiiiii 35.....
Relative value-added of financial institutions to GDP ....
Private credit to GDP . .
Stock market value traded to GDP..........ccooooiiviiiiii 25 WM. 56.5

Access

Financial market sophistication ...
Venture capital availability

Ease of access 10 credit. ..o
Ease of access to local equity market
Bank branches .
Ease of access t0 10ans .......cocoviiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Ukraine

Key indicators Financial assets by major type, 2006

Population (millions), 2007 ........cc.ooveeeeeeeereeeseeeseeseseseesieeseans 46.1 15.4%

GDP (US$ billions), 2007 oot 140.5 20% Public debt securities..........
GDP (current prices, US$) per capita, 2007 ..........ccocernne. 3,046.1 o M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 0.49 B Banking deposits...

Average annual rate of real GDP growth (%), 2003-07 ......7.75 W Equity securities ...

37.5% Total 97.3

Total/GDP: 91.4%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INA@X.......ccerererrererseresreresseressssessssessasessans 51 2.7 e | \ \ \ \

1 2 3 4 5 6 7
INPUTS
1st pillar: Institutional environment 51 2.7 *
Capital account liberalization 46 1.0
Corporate governance 52 36 ‘
Legal and regulatory issues 49 29 ‘ ‘
Contract enforcement 44 35 ‘
Domestic financial sector liberalization ............ccoeevveceenceun 5 2.8
2nd pillar: Business environment 42 39 *
Human capital 32 43 ‘ ‘
Taxes 46 34 ‘ ‘
Infrastructure 33| p318 ‘ ‘
Cost of doing business 46 4.6
3rd pillar: Financial stability 51 29 * ‘
Risk of a currency crisis 41 38 ‘
Risk of systemic banking crisis 52 28 ‘
Risk of sovereign debt crisis 48 21 :
1 2 3 4 5 6 7

Financial intermediation

4th pillar: Banks 39 31
Size index 36 22 ‘
Efficiency index 19 52
Financial information disclosure 49 1.0
5th pillar: Non-banks 33 20
IPO activity 45 1.0
M&A activity 45 1.2
Insurance 43 2.0
Securitization 16 38
6th pillar; Fi ial markets 5 13 H
Foreign exchange markets nfa n/a
Derivatives markets nfa n/a
Equity markets 51 11
Bond markets 43 15
1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: 50 32
Size and depth 51 16
Access 44 35

7 OUTPUTS

N
w
=
o
=

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Ukraine

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiii 46,0 .. -1.1

Corporate governance
Extent of incentive-based compensation ...............c...ccoeeen A7 B 3.9
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 39,0 2.7
Centralization of economic policymaking.............cccccoceeenn. 310 3.3
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 46,0 .. 2.5
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 48 ..M. 2.5
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ bUSINESS.......coviiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c..cccoooiiiiin. 50 2.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education .
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooviiiiiii

Taxes

Irregular payments in tax collection ...
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ittt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles

237



2: Country/Economy Profiles

238

Ukraine

Financial Development Index in detail (contd.)

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)
Cost of doing business
2.16  Cost of starting a business ..........ccccccoeiiiiiiiiiiii 25 M. 7.8 Ireland.......cccooviiiiiii, 0.3
2.17  Cost of dealing with licenses ..........cccoceviiiiiiiiiii 46... M. 668.5 United Arab Emirates............ 1.5
2.18  Cost of registering property ...........ccccoceeeiiiiiiiiiiiiiece 25 W 3.3 Saudi Arabia ..o 0.0
219 COST 0 BXPOIT .ot 38....H....... 1,045.0 China ..o 390.0
220 COSt O IMPOM ..ottt 33,0 1,065.0 SiNgapore ........ccoceeeveeeenn. 367.0
2.21  Cost of enforcing contracts..........ccocceovioiiiiiiiiiiicic 47 W 41.5 China ..o 8.8
2.22  Cost of closing a busiNess ..........cccoviiiiiiiiiiiii 51 ..M. 42.0 Multiple (4) ..o 1.0
3rd pillar: Financial stability
Risk of a currency crisis
3.01  Change in real effective exchange rate..............ccoceeiiine 18, ... 0.1 Argenting.......ccoocooeiiiiii
3.02  External vulnerability indicator........... Russian Federation. .
3.03  Current account balance to GDP Kuwait .c.ooveiiiiiii
3.04  Dollarization vulnerability indicator ...........cccooiiiiiiiiiiiin Multiple (2) ..ooooveiiiiiiiiiee, 0.0
3.05A  External debt to GDP (developing economies) . Saudi Arabia ........ccoeoiiiiiinins 9.6
3.05B  Net int'l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis
3.06  Activity restrictions for banks...........ccocoiiiiiiiiii N/a .o n/a Indonesia........ccccooeieiiiin 16.0
3.07  Entry restrictions for banks ...........cccoociiiiiiii N/a i n/a Multiple (24) ..o 8.0
3.08 Capital restrictions for banks ...........ccoocooiiiiiiiiii N/a i n/a Multiple (3) .o 9.0
3.09  Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
3.10  Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
3.11  Frequency of banking CriSes ...........cccocovveiiiiiiiiiieieiie 12 ... 1.0 Multiple (11) .o 0.0
3.12  Stability Index .
3.13  Cumulative real estate appreciation ............ccccooceeeiiiieiiens N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis
3.14  Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
3.15  Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks
Size index
4,07 SiZE INAEX .ttt 36.... M. 5.0 Hong Kong SAR .................. 10.8
Efficiency index
4.02  EFficiency INAEX .....oovvioiieiiicieeeee e United Arab Emirates............ 6.8
4.03  Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure
4.04  Public credit registry COVErage ..........ccovviiiiiiiiiiiiiieicee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
4.05  Private credit bureau Coverage...........ccccooiiiiiiiiiiiiiiii 42 W 0.0 Multiple (7) .o 100.0
4.06  Credit Information INAeX .......ccooiiiiiiiiiiiiiiii i 49 W 0.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks
IPO activity
5.01 PO market Share .......cccocooviiiiiiiiiicieccc 44 W 0.0 France....
5.02 PO proceeds amOUNTt .......c.coviiiiiiiiiiaie it 45 W 0.0 Kazakhstan
5.03  Share of world IPOS ......cccooiiiiiiiiiiieeee 39...W.. 0.1 Japan ...

M&A activity

5.04 M&A market share............... A6
5.05 MQ&A transaction value 10 GDP ..........ccooiiiiiiiiiii 43.....
5.06  Share of total number of M&A deals...........cccooeeiiiiiiiiiis 37....
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Ukraine

Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance

Insurance premiums, dir€Ct ........coooeiviiiiiiiiiiiee 39..0m....... 2,738.6
Insurance density
Real growth of direct insurance premiums.... . .
Insurance Penetration..........ccooccocveoiiiiiiiiiii e 32, 2.8

Relative value-added of insurance............ccocooviiiiieiiinn, N/a ., n/a
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange tUrNover..........c.ccocceiieiiiiceie, United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
Interest rate derivatives turnover:
Forward rate agreements.........coovvveeeiiiiiieciieeeee e

Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options ....

Foreign exchange derivatives turnover: Currency swaps ....n/a ............ccc......... n/a
Foreign exchange derivatives turnover: Options.................. N/a .., n/a

Equity market development
Equity market turnover....
Stock market capitalization to GDP.....

Bond market development

Private-sector bonds t0 GDP.........c.coceiiiiiiiiiiiiecen N/a i n/a
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 32,0 37.6
Private debt to GDP .......cociiiiiii e 42 B 3.0
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization t0 GDP ...........cccooeiiiiiiiii,
Relative value-added of financial institutions to GDP
Private credit t0 GDP ..o

Stock market value traded to GDP..........cccoooeviviiiiiiiic 480 1.3

Access

Financial market sophistication ...
Venture capital availability .
Ease of access to credit.. ..o
Ease of access to local equity market
Bank branches

Ease of access t0 10ans ......ooooiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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United Arab Emirates

Key indicators Financial assets by major type, 2006

Population (millions), 2007 ........cc.ooeveeeevererrerrrerrnnn. 45 11.0%
GDP (USS$ billions), 2007 192.6 45.3%

102% Public debt securities.........
GDP (current prices, US$) per capita, 2007 .................. 42,934.1 M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.orevvernn. 0.26 M Banking deposits..

M Equity securities ...
33.6% Total 306.1

Average annual rate of real GDP growth (%), 2003-07 ......9.31

Total/GDP: 187.4%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ...vrueeerererererrersresssessesesseessesssseses

INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues
Contract enforcement

Domestic financial sector liberalization
2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

Financial intermediation

4th pillar: Banks 4 53
Size index nfa n/a
Efficiency index 1 70
Financial information disclosure 48 1.8
5th pillar: Non-banks 39 19
IPO activity 20 24
M&A activity 46 1.2
Insurance 26 28
Securitization 49 1.1
6th pillar: Financial markets 10 43
Foreign exchange markets nfa n/a
Derivatives markets nfa n/a
Equity markets 21 43
Bond markets nfa n/a
1 2 3 4 5 6 7
Tth pillar: Size, depth, and acce: 23 52
Size and depth 27 37
Access 4 51
1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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United Arab Emirates

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.6

Corporate governance
Extent of incentive-based compensation...............c...ccoeein 38, 4.3
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............cc.ccooooviiiiiiciien 5. 0. 4.6
Centralization of economic policymaking.............ccc.coceeeenn. M. W 4.2
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 19,0 4.3
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 24 . . 5.0
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... . Singapore ... 9.
Time 10 close @ DUSINESS......ccoviiiiiiiiiicc Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ...............cccoooiiiiin. 35,0 2.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education .
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent ..o

Taxes

Irregular payments in tax collection
Distortive effect on competition of taxes and subsidies
COrporate tax rate .......coovioiiiiiiiiiiei e

Infrastructure

Quality of overall infrastructure .............occooiiiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)

The Financial Development Report 2008 © 2008 World Economic Forum

2: Country/Economy Profiles

24



2: Country/Economy Profiles

242

United Arab Emirates

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 48 ..M. 36.9 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNses .........cccoooiviiiiiiiiie 1. W 1.5 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocieviiiiiciieieiece 4. ... 2.0 Saudi Arabia ..o 0.0
COST 10 EXPOIT .. 5. W 462.0 China ..o 390.0
COST 10 IMPOTT ..o 5. .M. 462.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........ccooeoiiiiiiiiiiiiiie 33, 26.2 China ..o 8.8
Cost of closing @ bUSINESS ......c.vieiiiiiiiiiiiii e A7 L 30.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate...........cc.cccooverinn. N/@ i n/a Argenting........cccceeevieiieenn.
External vulnerability indicator Russian Federation. .
Current account balance to GDP.........cccccoociiiiiiiiiii 4.1 Kuwait ..o,
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) ..................26 ... B.............. 53.0 Saudi Arabia ........ccoociii 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........cocoiiiiiiiiii N/a .o n/a Indonesia........ccccooeieiiiin 16.0
Entry restrictions for banks ...........ccoocoiiiiiii N/a i n/a Multiple (24) ..o 8.0
Capital restrictions for banks ..........ccoccooeiiiiiiiiii N/a i n/a Multiple (3) .o 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes ..........c.ccoovviiiiiiiiiieieeeee 1 0.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation .............ccocooeiviiienn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX i N/@ i n/a Hong Kong SAR .................. 10.8
Efficiency index

EFfiCiency iNAEX ..o.voiiiiiiie i 1. W 6.8 United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........ccoovvviiviiiiiiiiiiiee 17 B 1.4 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 42 W 0.0 Multiple (7) c.ooooveiiiiiiia. 100.0
Credit Information INdexX .........cccooiiiiiiiiiii 48 ..M. 2.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share .........ocoooviiiiiiiiiic e 26 0.7 France....

IPO proceeds amouNt ........coiiiiiiiiiii i 8. ... 1.1 Kazakhstan

Share of World IPOS ......cccoiiiiiiiiiicce 26,0 0.4 Japan ...

M&A activity

M&A market share............... AL
M&A transaction value to GDP ..........cooiiiiiiiiii 45.....
Share of total number of M&A deals ............cccooeiviiiiicinn. 41 . 0.1
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United Arab Emirates

Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance
Insurance premiums, dir€Ct ........coooeiviiiiiiiiiiiee 40...0........ 2,726.2
Insurance density
Real growth of direct insurance premiums....

INsurance Penetration..........c.occcocieiiiiiiiiiiic e 400 1.7
Relative value-added of insurance..............ccccccociiiiiiiiis N/a ., n/a
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange tUrNover..........c.ccocceiieiiiiceie, United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets

Interest rate derivatives turnover:

Forward rate agreements.........coovvveeeiiiiiieciieeeee e
Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options ....
Foreign exchange derivatives turnover: Currency swaps ....n/a ............ccc......... n/a
Foreign exchange derivatives turnover: Options.................. N/a .., n/a

Equity market development
Equity market turnover....
Stock market capitalization to GDP.....

Bond market development

Private-sector bonds t0 GDP.........ccooceiiiiiiiiiiie N/a i n/a
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP oo N/a . n/a
Private debt to GDP .......oocoiiiiiii e 290 18.6
Public debt to GDP
Bank deposits to GDP ....
Stock market capitalization t0 GDP ...........cccooeiiiiiiiiii
Relative value-added of financial institutions to GDP
Private credit t0 GDP.......ccooiiiiiiiiic e

Stock market value traded to GDP..........cccoooviiiiiiiiiice 130 110.4

Access

Financial market sophistication ...
Venture capital availability

Ease of access to credit.........ocooiiiiiiiiiiii
Ease of access to local equity market
Bank branches

Ease of access t0 10ans ...........ccooiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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United Kingdom

Key indicators Financial assets by major type, 2006

Population (millions), 2007 60.8 10.0% USS b
GDP (US$ billions), 2007 2,772.6 Public debt securities....1,093.0
GDP (current prices, US$) per capita, 2007 ................... 45,574.7 2259 M Private debt securities...2,452.8
GDP (PPP) as share (%) of world total, 2007 ........................ 3.30 ’ MW Banking deposits............3,572.7

M Equity securities ...
Total 10,912.8

Average annual rate of real GDP growth (%), 200307 ......2.78

32.7%

Total/GDP: 454.3%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ....eerrrerererrrerresessesessesessesessessssesasses

INPUTS

1st pillar: Institutional environment
Capital account liberalization

Corporate governance

Legal and regulatory issues
Contract enforcement
Domestic financial sector liberalization

2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

4th pillar: Banks
Size index
Efficiency index
Financial information disclosure
5th pillar: Non-banks
IPO activity
M&A activity
Insurance
Securitization
6th pillar: Financial markets
Foreign exchange markets
Derivatives markets
Equity markets
Bond markets

Capital availability and access

Tth pillar: Size, depth, and 4 65
Size and depth 4 57
Access 8 50

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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United Kingdom

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.6

Corporate governance
Extent of incentive-based compensation ...............cc.cccoeeen. 8. W ... 5.4
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 260 3.2
Centralization of economic policymaking.............cccccoceeenn. 320 3.1
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccevveiviiiiiiiieciieiiien
Diversion of public funds

Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies .............ccccoovveiiiiiiennn 4. M. 5.3
Judicial iNdependence ..........ccc.ooviieiiiiiiiiiece e 9. .M. ... 6.0
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ DUSINESS.......coviiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1. W 1.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooiiiiiiii

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ettt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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United Kingdom

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccoiiiiiiiiiiii 4. M. 0.8 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccocivviiiiiiiii 200 64.6 United Arab Emirates............ 1.5
Cost of registering Property .........cccccooveoiiiiiiiiiiiicece 29,0 4.1 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 29, 940.0 China ..o 390.0
COSt 10 IMPOTT ..o 40....0.... 1,267.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 260 23.4 China ..o 8.8
Cost of closing @ bUSINESS ......cvieiiiiiiiiiiii e 13,0 6.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoeiiiins 16,0 0.0 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccocooiiiiiiiiiiis 1. n/a Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies)........ 12 0 -21.9 Switzerland..........c.ocooe 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........cccooiiiiiiiiii 37 W 4.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoiiiiiiiiiiieeeee 1. 8.0 Multiple (24) ..o 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 13 W 6.0 Multiple (3) .o 9.0
Official supervisory power Multiple (3) .o 14.0
Private monitoring of the banking industry ..............c..ccoco..... 10 WM. 7.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 38...H.. ... 2.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 29, 49.6 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating.........ccoocooviiiiiiiiiiiieas 1. Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 8. ... 8.1 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX ...vooiiiiiie i 4. M. 6.2 United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........ccoovvviiviiiiiiiiiiiee 21 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 10.... WM. 84.6 Multiple (7) .o 100.0
Credit Information INdeX .........cccooiiiiiiiiiiii T W 6.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share ........cocoooviiiiiiiiiic e 5. .M. 6.8 France....

IPO proceeds amount ........coeoviiiiiiiiie e 14 0 0.8 Kazakhstan

Share of World IPOS ......ccciiiiiiiiiii e ... 10.4 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals ..........ccccoooviviiiiiiiiinne 2. W 9.5
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United Kingdom

Financial Development Index in detail (contd.)

M Development Advantage Development Disadvantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
5th pillar: Non-banks (cont'd.)
Insurance
5.07  Insurance premiums, dir€Ct .........ccooviiiiiiiiiiiiiieieceeeee 3...H....418,366.4 United States .......... 1,170,100.6
5.08  INSUrance density ........cccceeriiiiiiiiiiiiic e | m..... 6,466.7 United Kingdom ............. 6,466.7
5.09  Real growth of direct insurance premiums.... INdi@. ..o, 52.6
5.10  Insurance penetration...........cccocieiiiiiiiiiiiii e 1. 16.5 United Kingdom .................. 16.5
5.11  Relative value-added of insurance...........c.ccccceevieniiiiiciiens, 6. W ... 2.6 Switzerland.........cccoooiiiiil 4.8
Securitization
5.12  Securitization to GDP United States .. 229
5.13  Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnover............ccccoiviiiiiiciiicee United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover . United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0
Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreements...........cccooveviiiiiiiiiccce e United Kingdom
6.05 Interest rate derivatives turnover: Swaps United Kingdom
6.06 Interest rate derivatives turnover: Options .... . United States
6.07 Foreign exchange derivatives turnover: Currency swaps....... 1. 47.6 United Kingdom
6.08 Foreign exchange derivatives turnover: Options .................... 1. 42.6 United Kingdom
Equity market development
6.09  Equity market turnover.... Pakistan.... ...374.3
7.05  Stock market capitalization to GDP.... Hong Kong SAR ................ 713.3
Bond market development
6.10  Private-sector bonds to GDP........cocoeviiiiiiiiiiiiii 22 .. 15.9 United States ...........c....... 114.0
6.11  Public-sector bonds to GDP France
6.12  International bonds to GDP Netherlands.
Tth pillar: Size, depth, and access
Size and depth
7.01  M210 GDP oo 7. ... 124.8 Hong Kong SAR ................ 252.3
7.02  Private debt to GDP .....oooiiiiiiii e 7. ... 104.6 Netherlands............c.c........ 216.2
7.03  Public debt to GDP AUSEA .o 7.0
7.04  Bank deposits to GDP Hong Kong SAR ................ 250.4
7.05  Stock market capitalization 1o GDP.........cccccooiiiiiiiiiiiie Hong Kong SAR ................ 713.3
7.06 Relative value-added of financial institutions to GDP .... Panama..... ..9.2
7.07  Private credit to GDP United States ........cccooee 193.7
7.08  Stock market value traded to GDP..........coooieiiiiiiii, 4. ... 189.3 Saudi Arabia .......ccooceeiine 356.2
Access
7.09  Financial market sophistication ... Switzerland
7.10  Venture capital availability United States ..b.3
7.11  Ease of access t0 Credit........oooviiiiiiiiiiiiiii Slovak Republic..................... 5.9
7.12  Ease of access to local equity market Sweden ....
7.13  Bank branches
7.14  Ease of access t0 10aNS .......ccooiiiiiiiiiiiiiie NOrWaY .....ocvveeiieiiiiiiecciiees B.%
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United States

Key indicators Financial assets by major type, 2006

Population (millions), 2007 302.0 8.9% USS bn
GDP (USS$ billions), 2007 13,843.8 Public debt securities.....4,843.0
GDP (current prices, US$) per capita, 2007 ................... 45,845.5 M Private debt securities.20,815.7
GDP (PPP) as share (%) of world total, 2007 ...........ccooee... 21.36 A | Banking deposits............9,415.1

B Equity securities ........... 19,425.9
Total 54,499.7

Average annual rate of real GDP growth (%), 200307 ......2.86

17.3%
Total/GDP: 413.0%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INUEX ....rerrreerrrrerrrerreresresessesessesessessssesasses

INPUTS

1st pillar: Institutional environment
Capital account liberalization
Corporate governance
Legal and regulatory issues

Contract enforcement
Domestic financial sector liberalization

2nd pillar: Business environment
Human capital
Taxes
Infrastructure
Cost of doing business
3rd pillar: Financial stability
Risk of a currency crisis
Risk of systemic banking crisis
Risk of sovereign debt crisis

4th pillar: Banks
Size index
Efficiency index
Financial information disclosure
5th pillar: Non-banks
IPO activity
M&A activity
Insurance
Securitization
6th pillar: Financial markets
Foreign exchange markets

Derivatives markets
Equity markets
Bond markets

N W = = =m = W NN O = & -

Capital availability and access

Tth pillar: Size, depth, and 8 6.1
Size and depth 8 52
Access 7 51

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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United States

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ............cccccooiiiiiiiiiiiiii 1. W 2.6

Corporate governance
Extent of incentive-based compensation ...............cc.cccoeeen. 5. ... 5.5
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 19,0 3.5
Centralization of economic policymaking.............ccccoovieiins g..H. ... 4.6
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds

Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 18,0 4.4
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 23,0 5.1
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 1o close @ bUSINESS.......coviiiiiiiiiiiic Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c.cccccoiiiiinnn. 1. W 1.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education
Extent of staff training.........cccoooooiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooviiiiiii

Taxes

Irregular payments in tax collection ..o
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiieiii et

Infrastructure

Quality of overall infrastructure ..........c..occooiiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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United States

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.05A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiiiiiiiiiii ... 0.7 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCenses ..........cccoceeviiiiiiiiiii 6. W ... 134 United Arab Emirates............ 1.5
Cost of registering Property ..........cccccooieviioiiiiiiiiciecee 5...H ... 0.5 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 30...0......... 960.0 China ..o 390.0
COSt 10 IMPOTT ..o 37...H. 1,160.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoeoiiiiiiiiiiiiicie 2. W 9.4 China ..o 8.8
Cost of closing @ bUSINESS ......c..ooiiiiiiiiiiiiiie 4. 0. 7.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoiiiiiinn 3. -4.6 Argenting.......ccoocooeiiiiii
External vulnerability indicator........... Russian Federation. .
Current account balance to GDP Kuwait .c.ooveiiiiiii
Dollarization vulnerability indicator ............ccocooiiiiiiiiiiis 1.1 Multiple (2) ..ooooveiiiiiiiiiee, 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int'l investment position to GDP (adv. economies)........ 1. W -19.2 Switzerland..........c.ocooe 121.3
Risk of systemic banking crisis

Activity restrictions for banks...........ccoccoiviiiiiiiini 8..H. ... 11.0 Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............c.ccocoviiiiiioiiiiieeee 1. 8.0 Multiple (24) ... 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 13 W 6.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .............c.cccocceee. 10 WM. 7.0 South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocoovviieieiieiiiieee e 120 1.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation...........ccocooioiiiiii 200 31.3 Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating.........ccoocooviiiiiiiiiiiieas Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 4. M. 8.4 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX ...vooiiiiiie i United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovrviviiiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........ccoocoovviiiiiiiiiiiicics 1. W 100.0 Multiple (7) c.ooooveiiiiiiia. 100.0
Credit Information INdeX .........cccooiiiiiiiiiii T W 6.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO mMarket Share ........cococoviiiiiiiiiiic e 3. 16.8 France....

IPO proceeds amount ........coeiiiiiiiiiiiie e 30.... M. 0.3 Kazakhstan

Share of World IPOS ......ccciiiiiiiiiii e 2.0 14.1 Japan ...

M&A activity

M&A market share...............
M&A transaction value to GDP
Share of total number of M&A deals ..........ccccoooviviiiiiiiiinne 1. 33.2
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United States

Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance

Insurance premiums, dir€Ct .......cc.ooviiiiiiiiiiiiiieiiie e T M..1,170,100.6
Insurance density
Real growth of direct insurance premiums.... .
Insurance Penetration..........c.occcocieoiiiiiiiiiic e 12 0 8.8

Relative value-added of insurance...........ccccoooiiiiiiiiiniiennn 9. .M. ... 2.4
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange turnover.........c.ccoccoveiiicicieie e United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover . United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets

Interest rate derivatives turnover:

Forward rate agreementsS...........ccoveeeviiiiieeiieeieeeeeeeeee
Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options .... .
Foreign exchange derivatives turnover: Currency swaps....... 2. .M. 17.3
Foreign exchange derivatives turnover: Options .................... 2. .M. 30.1

Equity market development
Equity market turnover....
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP..........cccooviiiiiiiiiiic 1. W 114.0
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 130 72.4
Private debt t0 GDP ......c.ooooiiiiiiiec 3.0 157.7
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization t0 GDP..........cccooeiiviiiiiiiiis
Relative value-added of financial institutions to GDP ....
Private credit to GDP
Stock market value traded to GDP.........cccooiiiiiiiiiii 5. ... 173.2

Access

Financial market sophistication ...
Venture capital availability

Ease of access to credit.. ..o
Ease of access to local equity market
Bank branches

Ease of access 10 10aNnSs .......ooviiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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\enezuela

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ... 21.5

. 7.8%
GDP (US$ bl”anS), 2007 oot 236.4 41.9% Public debt securities..........
GDP (current prices, US$) per capita, 2007 ..........ccoeernne 8,596.0 M Private debt securities..
GDP (PPP) as share (%) of world total, 2007 ..........cc.oreveerne. 0.51 B Banking deposits...
Average annual rate of real GDP growth (%), 2003-07 ......7.92 W Equity securities ...

16.8% 3.4% Total 105.4

Total/GDP: 57.2%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 INA@X.......ccerererrererseresreresseressssessssessasessans 52 2.7 eesm—— | \ \ \ \

1 2 3 4 5 6 7
INPUTS
1st pillar: Institutional environment 52 24 T
Capital account liberalization 4 14
Corporate governance 51 38 ‘
Legal and regulatory issues 52 21 ‘
Contract enforcement 52 27 ‘
Domestic financial sector liberalization ............ccoeevveceenceun 52 20
2nd pillar: Business environment 51 3.2 *
Human capital 44 37 ‘
Taxes 51 28 ‘
Infrastructure 43 28 ‘
Cost of doing business 51 36
3rd pillar: Financial stability M 39 *
Risk of a currency crisis 10 57 ‘ ‘ ‘
Risk of systemic banking crisis 37 41
Risk of sovereign debt crisis 51 19 ‘ ‘ ‘
1 2 3 4 5 6 7
4th pillar: Banks 47 28
Size index 46 1.6
Efficiency index 23 49
Financial information disclosure 49 1.0
5th pillar: Non-banks 45 1.6 N
IPO activity nfa n/a
M&A activity 49 11
Insurance 31 26
Securitization 45 1.2
6th pillar; Fi ial markets 43 1.9 NN
Foreign exchange markets nfa n/a
Derivatives markets nfa n/a
Equity markets 52 11
Bond markets 30 27 .
1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: 51 32
Size and depth 50 16
Access 47 33 ‘ |

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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\enezuela

Financial Development Index in detail

1.02
1.03
1.04
1.06
1.06
1.07
1.08
1.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiii 44 . W 0.0

Corporate governance
Extent of incentive-based compensation...............c...ccoeein 33 4.5
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 52 ..M. 1.6
Centralization of economic policymaking.............ccc.coceeeenn. 52....MW. ... 1.1
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 52 ..M. 1.6
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 52 ..M. 1.2
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ bUSINESS.......coviiiiiiiiiiic Ireland........ccoocoiiiiiiis 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ............c.cccooiiin. 52 ..M. 2.0 Multiple (34) ....ccocvviiiin. 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education Singapore ...
Extent of staff training.........ccooooooiiiiiiii Switzerland.........ccocooiiin 5.9
Local availability of research and training services Switzerland..

Brain drain and ease of hiring foreign labor
Tertiary enrollmMment .......coooiiiiiiiiii e

Taxes

Irregular payments in tax collection ...
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiieiii et

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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\enezuela

Financial Development Index in detail (contd.)

2.16
2.17
2.18
2.19
2.20
2.21
2.22

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.1
3.12
3.13

3.14
3.156

4.01

4.02
4.03

4.04
4.05
4.06

5.01
5.02
5.03

5.04
5.05
5.06

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)

Cost of doing business

Cost of starting a business ..........ccccccociiviiiiiiiii 43 .0 28.2 Ireland.......cccooviiiiiii, 0.3
Cost of dealing with liCeNSes .........cccoiviiiiiiiii 40... 0. 326.0 United Arab Emirates............ 1.5
Cost of registering Property ...........ccccocvviiiiiciiiiciece 15, . 2.2 Saudi Arabia ..o 0.0
COST 10 BXPOIT .t 50.... ... 2,400.0 China ..o 390.0
COSt 10 IMPOTT ..o 49.. .M. 2,400.0 SiNgapore ..........ccccceeeennne 367.0
Cost of enforcing contracts..........cccoooiiviiiiiiiiiiici 48 ... 43.7 China ..o 8.8
Cost of closing @ bUSINESS ......c.vieiiiiiiiiiiiii e 49 W 38.0 Multiple (4) ..o, 1.0
3rd pillar: Financial stability

Risk of a currency crisis

Change in real effective exchange rate............cccocoeiiiins 17 . 0.0 Argenting.......ccoocooeiiiiii
External vulnerability indicator Russian Federation. .
Current account balance to0 GDP.........cccccoooiiiiiiiiiiie 8. m Kuwait .o
Dollarization vulnerability indicator Multiple (2) .o 0.0
External debt to GDP (developing economies) Saudi Arabia .............ccccoooe. 9.6
Net int’l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis

Activity restrictions for banks ..o N/a .o n/a Indonesia.......cccccoeviiiininne 16.0
Entry restrictions for banks ............cccoooioiiiiiciiie e 26 .M. 7.0 Multiple (24) ... 8.0
Capital restrictions for banks..........cc.ocoeveeiviioiieiiiiciee 28 ..M. 3.0 Multiple (3) ..oooiiiiiiiie 9.0
Official supervisory power Multiple (3) ..oooiiiiiiiie 14.0
Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
Frequency of banking CriSes .........cccocovvevioieiieiiieiee e 38...M.. . 2.0 Multiple (11) .o 0.0
Stability Index

Cumulative real estate appreciation .............ccoocooeiviiiinn. N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis

Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks

Size index

SIZE INAEX 1.t 46 W 4.4 Hong Kong SAR .................. 10.8
Efficiency index

EFficiency iNAEX .....oooiiiiiiicc e United Arab Emirates............ 6.8
Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure

Public credit registry COVErage ...........coovrviviiiiiiiiiiieee 21 W 0.0 Belgium ......ccoooiiiiiiiii 57.2
Private credit bureau coverage...........cccccoovviiiiiiiiiiiieen. 42 W 0.0 Multiple (7) c.ooooveiiiiiiia. 100.0
Credit Information INdexX .........cccooiiiiiiiiiii 49 W 0.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks

IPO activity

IPO market Share ........ccooviiiiiiiiiii N/@ i n/a France....

IPO proceeds amount ........ccoiiiiiiiiiiiiieice e N/@ i n/a Kazakhstan

Share of world IPOS ........ooiiiiiiiiiiceeceee e N/a i n/a Japan ...

M&A activity

M&A market share............... A8
M&A transaction value to GDP ..........cooiiiiiiiiii 49.....
Share of total number of M&A deals ............cccooeiiiiiiiiins 46 W 0.1
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\enezuela

Financial Development Index in detail (contd.)

5.07
5.08
5.09
5.10
5.11

5.12
5.13

6.01
6.02
6.03

6.05
6.06
6.07
6.08

6.09
7.05

6.10
6.11
6.12

7.01
7.02
7.03
7.04
7.05
7.06
7.07
7.08

7.09
7.10
7.1
7.12
7.13
7.14

INDICATOR RANK/52 SCORE
5th pillar: Non-banks (cont'd.)

Insurance
Insurance premiums, dir€Ct ........coooeiviiiiiiiiiiiee 34..0...... 4,886.1
Insurance density
Real growth of direct insurance premiums....

INsurance Penetration..........c.occcoceeoiiiiiiiiiic e 35, 2.7
Relative value-added of insurance..............ccccceoiiiiiii 42 W 0.4
Securitization

Securitization to GDP

M Development Advantage

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

Share of total number of securitization deals .... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
Spot foreign exchange tUrNover..........c.ccocceiieiiiiceie, United Kingdom ..........c....... 26.6
Outright forward foreign exchange turnover United Kingdom ....29.9
Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets

Interest rate derivatives turnover:

Forward rate agreements.........coovvveeeiiiiiieciieeeee e
Interest rate derivatives turnover: Swaps
Interest rate derivatives turnover: Options ....
Foreign exchange derivatives turnover: Currency swaps ....n/a ............ccc......... n/a
Foreign exchange derivatives turnover: Options.................. N/a .., n/a

Equity market development
Equity market turnover....
Stock market capitalization to GDP....

Bond market development

Private-sector bonds t0 GDP..........cccooiiiiiiiiiiiee 4. W 0.3
Public-sector bonds to GDP
International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth

M2 10 GDP ..o 41 .. W 19.2
Private debt to GDP .......cociiiiiii e 45 W 2.0
Public debt to GDP
Bank deposits to GDP .
Stock market capitalization t0 GDP...........ooccoiviiiiii
Relative value-added of financial institutions to GDP ....
Private credit to GDP . .
Stock market value traded to GDP..........ccooooiiviiiiii 50 W .. 0.4

Access

Financial market sophistication ...
Venture capital availability .
Ease of access to credit.. ..o
Ease of access to local equity market
Bank branches .
Ease of access t0 10ans .......cocoviiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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Vietnam

Key indicators Financial assets by major type, 2006
Population (millions), 2007 ...........oocueeeeeeeereeeeeresieeeese s 85.6 17%
GDP (USS billions), 2007 .....coovvvsvvrrsvensmvsssmesssssessssssssnees 70.0 33.8% Public debt securities.........
GDP (current prices, US$) per capita, 2007 .........cooeveerrereens 818.1 M Private debt securities.
GDP (PPP) as share (%) of world total, 2007 ........................ 0.34 B Banking deposits..
Average annual rate of real GDP growth (%), 2003-07 ......8.05 W Equity securities ...
54.6% Total 71.9

Total/GDP: 127.7%

Financial Development Index 2008

Rank (out of 52)  Score (1-7 scale)

2008 IndeX.......ccorereeererererereerereree s sreresesanens 49 3.0 m— | | | |

1 2 3 4 5 6 7
Factors, policies, and institutions INPUTS

1st pillar: Institutional environment 5 3.1
Capital account liberalization 46 1.0
Corporate governance 45 41
Legal and regulatory issues 42 34
Contract enforcement 43 35
Domestic financial sector liberalization...........cccoeveeneieeinens 47 32
2nd pillar: Business environment 46 36
Human capital 51 32
Taxes 52 27
Infrastructure 44 27
Cost of doing business 24 56
3rd pillar: Financial stability 40 4.0
Risk of a currency crisis 34 42
Risk of systemic banking crisis 8 55
Risk of sovereign debt crisis 42 23

1 2 3 4 5 6 7
4th pillar: Banks 28 38
Size index 24 31
Efficiency index 24 49
Financial information disclosure 40 28
5th pillar: Non-banks 5 14
IPO activity 40 12
M&A activity 48 11
Insurance 45 1.8
Securitization 36 1.6
6th pillar: Financial markets 52 1.2
Foreign exchange markets nfa n/a
Derivatives markets nfa n/a
Equity markets 49 1.2
Bond markets 47 1.2

1 2 3 4 5 6 7

Capital availability and access

Tth pillar: Size, depth, and acce: 36 42
Size and depth 3B 29
Access 35 38

1 2 3 4 5 6 7 OUTPUTS

Note: For further details and explanation, please refer to “How Read the Country/Economy Profiles.”
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Vietnam

Financial Development Index in detail

.02
.03
.04
.05
.06
.07
.08
.09

1.10
.11
1.12
1.13
1.14
1.156
1.16

A7
18
19
.20
21
22
23
24

2.01
2.02
2.03
2.04
2.05
2.06

2.07
2.08
2.09

2.10
2.1
2.12
2.13
2.14
2.15

INDICATOR RANK/52 SCORE
1st pillar: Institutional environment

Capital account liberalization
Capital account liberalization ...........cccccoovviiiiiiiiii 46,0 .. -1.1

Corporate governance
Extent of incentive-based compensation ...............c...ccoeeen 42 W 4.3
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate
Strength of auditing and accounting standards..
Shareholder rights iNdeX..........ccoocoviiiiiiiiiiiiii e
Ethical behavior of firms
Protection of minority shareholders’ interests

Legal and regulatory issues

Burden of government regulation ............c...cccoovieeiieeinnn. 40,0 2.6
Centralization of economic policymaking.............ccc.coceeeenn. 26,0 3.4
Regulation of security exchanges ...
Property rights
Intellectual property protection ...........cccccecvivvieviieciiieceen
Diversion of public funds
Public trust of politicians

Contract enforcement
Effectiveness of law-making bodies ............cccceoveeiieiinenn. 29,0 3.8
Judicial iNdependence ..........cccoovvviiiiiiiiiceee 37 ... 3.6
Irregular payments in judicial decisions
Number of procedures to enforce a contract ....

M Development Advantage

BEST PERFORMER SCORE

Multiple (15) ..o 2.6

France......ccocooioiiiiiiiis 5.7
Sweden ....
Sweden ...
Sweden ....
Germany....
Multiple (8) ..
Finland

Sweden ....

SINGAPOTe ..o 5.3
Switzerland.........ccocooiiin 5.9
Sweden....
Germany.... .
Germany.......ccocoeeiviiiiian 6.5
Finland
Singapore ...

Singapore
Germany....
Finland...

Ireland

Development Disadvantage

Time to enforce a contract Singapore ...

Cost of enforcing contracts... China .....

Strength of investor protection ... Singapore ... 9.
Time 10 close @ DUSINESS......ccoviiiiiiiiiicc Ireland........ccooeiiiiiiiii, 0.4
Domestic financial sector liberalization

Domestic financial sector liberalization ...............cccoooeiiin. A7 W 2.0 Multiple (34) ..o 1.0
2nd pillar: Business environment

Human capital

Quality of management schools France

Quality of math and science education .
Extent of staff training.........ccooooooiiiiiiii
Local availability of research and training services
Brain drain and ease of hiring foreign labor

Tertiary enrollMent .......c.ooiiiiiiii

Taxes

Irregular payments in tax collection ............cccccooiiiiiiee
Distortive effect on competition of taxes and subsidies
COrporate taX rate ........cooveoiiiiiiiiiiei ittt

Infrastructure

Quality of overall infrastructure .............occooiiiiiii
Quality of telephone/fax infrastructure
Internet users

Broadband Internet subscribers ...
Telephone lines
Mobile telephone subscribers

Singapore ....
Switzerland........ccocooeviiiiiins 5.9
Switzerland..

Singapore .
Multiple (4) ..

Switzerland.........cocooeviiiiiin. 6.7
Switzerland
Netherlands
Netherlands
Switzerland..

(Cont'd.)
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Vietnam

Financial Development Index in detail (contd.)

M Development Advantage

INDICATOR RANK/52 SCORE BEST PERFORMER SCORE
2nd pillar: Business environment (cont’d.)
Cost of doing business
2.16  Cost of starting a business ..........ccccccoeiiiiiiiiiiii 39...W......... 20.0 Ireland.......cccooviiiiiii, 0.3
2.17  Cost of dealing with licenses ..........cccccooiiiiiiiiiiii, 42 . W 373.6 United Arab Emirates............ 1.5
2.18  Cost of registering property ...........ccccoceeeiiiiiiiiiiiiiece 1M 1.2 Saudi Arabia ..o 0.0
219 COST 0 BXPOIT .ot 6. W 669.0 China ..o 390.0
2.20  COSt 1O IMPOIT ..o 23.. W 881.0 SiNgapore ..........ccccceeeennne 367.0
2.21  Cost of enforcing contracts..........ccocceeiviiiiiiiiiiicicc 39...W......... 31.0 China ..o 8.8
2.22  Cost of closing a busiNess ..........cccoviiiiiiiiiiiii 26...W. 15.0 Multiple (4) ..o 1.0
3rd pillar: Financial stability
Risk of a currency crisis
3.01  Change in real effective exchange rate..............ccoceeiiine 4. M. -0.8 Argenting........cccceeevieiieenn.
3.02  External vulnerability indicator........... Russian Federation. .
3.03  Current account balance to GDP Kuwait .o
3.04  Dollarization vulnerability indicator ...........ccccooiiiiiiiiiiiie Multiple (2) ..ooooveiiiiiiiiiee, 0.0
3.05A  External debt to GDP (developing economies) . Saudi Arabia ........ccoeoiiiiiinins 9.6
3.05B  Net int'l investment position to GDP (adv. economies) ....... N/a i n/a Switzerland............ccceeeene 121.3
Risk of systemic banking crisis
3.06  Activity restrictions for banks...........ccocoiiiiiiiiii N/a .o n/a Indonesia.......cccccoeviiiininne 16.0
3.07  Entry restrictions for banks ...........cccoociiiiiiii N/a i n/a Multiple (24) ..o 8.0
3.08 Capital restrictions for banks ...........ccoocooiiiiiiiiii N/a i n/a Multiple (3) .o 9.0
3.09  Official supervisory power Multiple (3) .o 14.0
3.10  Private monitoring of the banking industry .......................... N/a i n/a South Africa.....cccccevviiiinns 9.0
3.11  Frequency of banking CriSes ...........cccocovveiiiiiiiiiieieiie 12 ... 1.0 Multiple (11) oo 0.0
3.12  Stability Index
3.13  Cumulative real estate appreciation ...........cccccooceoviiiiiincns N/a i n/a Russian Federation............. -68.4
Risk of sovereign debt crisis
3.14  Local currency sovereign rating ..... Multiple (15) «.ooooviiiiiiie 20.0
3.15  Foreign currency sovereign rating Multiple (15) «.ooooviiiiiiie 20.0
4th pillar: Banks
Size index
4,07 SiZE INAEX .ttt 24 M. 6.2 Hong Kong SAR .................. 10.8
Efficiency index
4.02  EFficiency INAEX .....oovvioiieiiicieeeee e United Arab Emirates............ 6.8
4.03  Public ownership of banks Multiple (17) oo 0.0
Financial information disclosure
4.04  Public credit registry COVErage ...........oocovviiiiiiiiiieiiieieee 130 9.2 Belgium ......ccoooiiiiiiiii 57.2
4.05  Private credit bureau Coverage...........ccccooiiiiiiiiiiiiiiii 42 . W 0.0 Multiple (7) .o 100.0
4.06  Credit Information INdex .........cocoeiviiiiiiiii e 45 W 3.0 Multiple (14) ..o, 6.0
5th pillar: Non-banks
IPO activity
5.01 PO market Share .......cccocooviiiiiiiiiicieccc 43 . 0 0.0 France....
5.02 PO proceeds amOUNTt .......c.coviiiiiiiiiiaie it 39, 0.2 Kazakhstan
5.03  Share of world IPOS ......cccooiiiiiiiiiiieeee 39...W.. 0.1 Japan ...

M&A activity

5.04 M&A market share............... A9
5.05 MQ&A transaction value 10 GDP ..........ccooiiiiiiiiiii 48.....
5.06  Share of total number of M&A deals ...........cccoooeiiiiiiiiis 45.....
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Vietnam

Financial Development Index in detail (contd.)

INDICATOR RANK/52
5th pillar: Non-banks (cont'd.)

Insurance
5.07  Insurance premiums, dir€Ct .........ccoeviiiiiiiiiiiiiiiiiiiee e 46 ...
5.08 Insurance density
5.09 Real growth of direct insurance premiums.... .
5.10  Insurance penetration...........cccocevviiiioiiiiiic e 42 ...

5.11  Relative value-added of insurance............cccoccooviiiiiiiiinncns 39...
Securitization

5.12  Securitization to GDP

M Development Advantage

SCORE

BEST PERFORMER SCORE
United States .......... 1,170,100.6
United Kingdom ............. 6,466.7
INdi@. ..o, 52.6
United Kingdom .................. 16.5
Switzerland.........cccoooiiiiil 4.8
United States .. 229

Development Disadvantage

5.13  Share of total number of securitization deals ... United States ...64.9
6th pillar: Financial markets
Foreign exchange markets
6.01  Spot foreign exchange turnOVer ...........c.ccooiiviiiiiiicii, United Kingdom ..........c....... 26.6
6.02  Outright forward foreign exchange turnover United Kingdom ....29.9
6.03  Foreign exchange swap turnover United Kingdom ..42.0

Derivatives markets
6.04 Interest rate derivatives turnover:
Forward rate agreements.........coovvveeeiiiiiieciieeeee e
6.05 Interest rate derivatives turnover: Swaps
6.06 Interest rate derivatives turnover: Options ....

6.07  Foreign exchange derivatives turnover: Currency swaps ....n/a ..........
6.08  Foreign exchange derivatives turnover: Options................. nfa......

Equity market development
6.09  Equity market turnover...
7.05  Stock market capitalization to GDP....

Bond market development

6.10  Private-sector bonds to GDP........ccoooieiiiiiiiiiiiii nfa.......

6.11  Public-sector bonds to GDP
6.12  International bonds to GDP

United Kingdom
United Kingdom
United States

United Kingdom
United Kingdom

Pakistan.... ...374.3
Hong Kong SAR ................ 713.3
United States ...........c....... 114.0
France

Netherlands.

Tth pillar: Size, depth, and access

Size and depth
7.01 M2 10 GDP ..o 16.....

7.02  Private debt to GDP......occooiiiiiiiii nfa......

7.03  Public debt to GDP
7.04  Bank deposits to GDP .
7.05  Stock market capitalization 10 GDP.........ccccooiiiiiiiiiiiii 48.....
7.06 Relative value-added of financial institutions to GDP ....
7.07  Private credit to GDP

7.08  Stock market value traded to GDP..........coocoiiiiiiiiiiii nfa......

Access
7.09  Financial market sophistication ...
7.10  Venture capital availability .
7.11  Ease of access t0 Credit.......coovieiiiiiiiiiiiiiiii
7.12  Ease of access to local equity market
7.13  Bank branches
7.14  Ease of access t0 10aNS ......cc.ooiiiiiiiiiiiiiii

Hong Kong SAR ................ 252.3
Netherlands............c.c........ 216.2
AUSEA .o 7.0
Hong Kong SAR ................ 250.4
Hong Kong SAR ................ 713.3
Panama..... ..9.2
United States ........cccooee 193.7
Saudi Arabia .......ccooceeiine 356.2
Switzerland
United States ..b.3
Slovak Republic..................... 5.9
Sweden ....
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How to Read the Data Tables

The following pages provide detailed data for all 52
economies included in The Financial Development Report

2008. The data tables are organized into seven sections:

I Institutional environment
II. Business environment
IIl.  Financial stability
IV.  Banks
V. Non-banks
VI. Financial markets

VII. Size, depth, and access

The seven sections correspond to the seven pillars of the
Financial Development Index.

1.03 1.04

Reliance on professional management

Efficacy of corporate boards

d board ¥ country are (1 = sually held by
"

relatves, 7=
7= investors and boards exert strong supervision of management aualfication)
decisions)

22 Slovek Republi
23 Korea, Rep.

24 Japan

25 Inda

26 Crech Repudlc

48 Venazuela
49 Ukaine

50 Poland
51 Chine
52 Pakistan.

51 Uksane. 560 —
52 taly 361 m—

SOURGE:World Ecanaic Forum, Exect ey 2006, 2007 Forum, Exacutive Opinon Survey 2006, 2007

Two types of data are presented in the tables:

* Survey data: These data are the results drawn
from the World Economic Forum’s Executive

Opinion Survey.

* Hard data: These data are indicators obtained

from a variety of sources.

Survey data
© Data yielded from the World Economic Forum’s

Executive Opinion Survey are presented in blue-colored
bar graphs. Survey questions asked for responses on a
scale of 1 to 7, where an answer of 1 corresponds to the
lowest possible score and an answer of 7 corresponds to
the highest possible score. For each Survey question,
individual responses are aggregated at the country level
in order to produce country scores. For more informa-
tion on the Executive Opinion Survey and a detailed
explanation of how country scores are computed, please
refer to Chapter 1.1.

For each Survey variable, the corresponding Survey
question and the two extreme answers are shown. Scores
are reported with a precision of two decimal points,
although exact figures are used to determine rankings.
For example, in the case of the variable 1.10 on the
burden of government regulation, Finland’s score is
4.62354 and Malaysia’s score is 4.61590. These countries
rank 3 and 4 respectively, although they are listed with

the same rounded score of 4.62.

O A dotted line on the graph indicates the mean
score across the 52 economies.

Standard deviations, which give an indication of
how closely or widely the individual responses are
spread around the mean country score, can be provided
upon request to the Global Competitiveness Network at

the World Economic Forum.
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213 214

Broadband Internet subscribers Telephone lines

[ a0sor 100 inhabtants | 206

How to Read the Data Tables

264 Hard data

© While Survey data provide qualitative information,
hard data provide an objective measure of a quantity (for
example, gross domestic product, IPO market share,
insurance direct premiums, and so on). We use the latest
data available from international organizations (such as
the International Monetary Fund, the World Bank, vari-
ous United Nations agencies, the Bank of International
Settlements, and the International Telecommunication
Union), the research of respected academics in the field,
and firms of international stature who engage in profes-
sional research on the topics related to the Index. In the
following pages, hard data variables are presented in
black-shaded bar graphs. For each indicator, a short
description appears at the top of the page. The base year
(i.e., the year when the majority of the data were collect-
ed) follows the description. When the year differs from
the base year for a particular country, this is indicated in
a footnote. A more detailed description and the full
source for each variable can be found in the Technical
Notes and Sources section at the end of this Report.
When data are not available or are too outdated, “n/a” is
used in lieu of the rank and the value.

In the case of hard data, true ties between two or
more countries are possible. In such cases, shared rank-
ings are indicated accordingly. For example, the time it
takes to close a business is 4.20 years in both Egypt and
Kuwait. They share the rank of 44 for that variable in
Table 1.24.
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Index of Data Tables

Section I: Institutional environment 267

1.01
1.02
1.03
1.04
1.05
1.06
1.07
1.08
1.09
1.10
1.1
1.12
1.13
1.14
1.15
1.16
1.17
1.18
1.19
1.20
1.21
1.22
1.23
1.24
1.26

Section II: Business environment

2.01
2.02
2.03
2.04

2.05
2.06
2.07
2.08

2.09
2.10
2.1
2.12
2.13
2.14
2.15
2.16
217
2.18
2.19
2.20
2.21
2.22

Capital account liberalization
Extent of incentive-based compensation
Efficacy of corporate boards
Reliance on professional management
Willingness to delegate ........c.cocevvviiiiiiiiiiiicie

Strength of auditing and accounting standards............. 270
Shareholder rights index
Ethical behavior of firms
Protection of minority shareholders’ interests ............. 272
Burden of government regulation................ccc..ccceeei.

Centralization of economic policymaking
Regulation of security exchanges
Property rights
Intellectual property protection
Diversion of public funds
Public trust of politicians
Effectiveness of law-making bodies
Judicial independence
Irregular payments in judicial decisions........................

Number of procedures to enforce a contract............... 277
Time to enforce a contract
Cost of enforcing contracts
Strength of investor protection
Time to close a business
Domestic financial sector liberalization........................ 280

Quality of management schools
Quality of math and science education ..
Extent of staff training
Local availability of specialized research and
training services
Brain drain and ease of hiring foreign labor
Tertiary enrollment.........ccccooiiiiiienn. ...284
Irregular payments in tax collection..
Distortive effect on competition of taxes and
subsidies....
Corporate tax rate
Quality of overall infrastructure ....
Quality of telephone/fax infrastructure
Internet users
Broadband Internet subscribers.
Telephone lines
Mobile telephone subscribers
Cost of starting a business..... ...289
Cost of dealing with licenses..
Cost of registering property. .
Cost to export............ .29
Cost to import............ 291
Cost of enforcing contracts .
Cost of closing a business..............ccc........

Section llI: Financial stability

3.01
3.02
3.03
3.04
3.06A
3.05B

3.06
3.07
3.08
3.09
3.10
3.11
3.12
3.13
3.14
3.15

Section IV: Banks

4.01
4.02
4.03
4.04
4.05
4.06

Section V: Non-banks

Change in real effective exchange rate...
External vulnerability indicator
Current account balance to GDP
Dollarization vulnerability indicator
External debt to GDP (developing economies)............. 296
Net international investment position to GDP

(advanced economies)
Activity restrictions for banks
Entry restrictions for banks
Capital restrictions for banks ...
Official supervisory power
Private monitoring of the banking industry.
Frequency of banking crises....
Stability Index
Cumulative real estate appreciation
Local currency sovereign rating
Foreign currency sovereign rating .........ccccocveveiviicnnnnn

Index of Data Tables

Size index
Efficiency index
Public ownership of banks
Public credit registry coverage ....
Private credit bureau coverage ....
Credit Information Index

5.01 IPO market share

5.02 IPO proceeds amount

5.03 Share of world IPOs ....

5.04 M&A market share

5.05 MZ&A transaction value to GDP

5.06 Share of total number of M&A deals

5.07 Insurance premiums, direct

5.08 Insurance density

5.09 Real growth of direct insurance premiums ....

5.10 Insurance penetration

5.11 Relative value-added of insurance

5.12  Securitization to GDP

5.13  Share of total number of securitization deals................
Section VI: Financial markets 315

6.01  Spot foreign exchange tUrNOVer .............cccoceviiiiocennn. 316

6.02  Qutright forward foreign exchange turnover............... 316

6.03 Foreign exchange swap tUrnover .............ccccooceeecnnn. 317

6.04 Interest rate derivatives turnover: Forward rate

agreements

6.05 Interest rate derivatives turnover: Swaps...

6.06 Interest rate derivatives turnover: Options..................

6.07 Foreign exchange derivatives turnover:

CUITENCY SWAPS ... 319

6.08 Foreign exchange derivatives turnover: Options.......... 319

6.09 Equity market turnover

6.10 Private-sector bonds to GDP ...

6.11  Public-sector bonds to GDP

6.12 International bonds to GDP

(Cont'd.)
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% Section VII: Size, depth, and access

> 701 M210 GDPecooooooeeeeeseeese e

= 7.02  Private debt 10 GDP.........ccooovvvioirrsoeeeeeeeeeeeeees

3 7.03  PUDNC debt 10 GDP w...cooecrrvecricercercvereescnee

DO: 7.04  Bank deposits t0 GDP .......coocooiiioiiiiiie

b 7.05 Stock market capitalization to GDP

:|§: 7.06 Relative value-added of financial institutions to GDP.....326
7.07  Private credit to GDP ..o ..327
7.08 Stock market value traded to GDP .. .327
7.09 Financial market sophistication..... .328
7.10  Venture capital availability ............cccoooiiiiiiiiii 328
7.11  Ease of access to credit .......ocooiviiiiiiiiiii 329
7.12  Ease of access to local equity market..............ccceeee. 329
713 Bank branches .......cccoiioiiiiiiiiiice 330
7.14  Ease of access 10 10aNS........ccooiiiiiiiiiiiii 330

266
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Institutional environment
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-
5 1.01 1.02
3
z  Capital account liberalization Extent of incentive-based compensation
g This index measures the degree of capital account liberalization Cash compensation of management (1 = is based exclusively on
g within a country, standardized on a 1-to-7 scale | 2005 salary, 7 = is made up in large part of performance-based benefits
E [bonus, stock options, etc.])
w
2 RANK COUNTRY/ECONOMY HARD DATA RANK COUNTRY/ECONOMY SCORE 1 MEAN: 4.70 7
'Tt 1 AUSEA .o 7.00 | — 1 France ..o, 5.72 _
g 1 Belgium ..o 7.00 2 South Africa ..........c........ 5.67 —
& 1 Canada........cccccoovvvrennnnn. 7.00 E— 3 Switzerland ........cc.ccce..e. 5.61 I
1 Finland.... ....7.00 I 4 Germany .......cccccoceevea.. 5.60 _
1 France ....7.00 N 5 United States.................. 551 _
1 Germany.....ccccooceeveeeeennnn. 7.00 I 6 Korea, Rep. ......ccccoee.. 5.41 _
1 Hong Kong SAR ................ 7.00 7 Canada.......ccococoirienin. 5.37 _
1 Ireland ..7.00 8 United Kingdom .............. 536 I
1 ..7.00 9 Netherlands...........c.c...... 5.20 E—
1 Japan oo 7.00 10 Indonesia..........ccoo.coovvvvnn. 519
1 Netherlands .........c..c.cco... 7.00 11 Hong Kong SAR.............. 5.19 —
1 ..7.00 — 12 SiNGapore ......cccovvvvereeerns 515
1 Singapore ... .7.00 13 SWeden ..o, 5.16 —
T SPaIN...ooooeen 7.00 14 Malaysia .........ccocoovvenenn.. 511 I
1 Sweden ......cocoevviiieiinn 7.00 I 15 Israel ..ccoccoocveiiiiiiiiii 5.06 _
1 Switzerland....................... 7.00 — 16 Finland I
1 United Arab Emirates .7.00 17 Austria.. _
1 United Kingdom................. 7.00 18 _
1 United States................. 7.00 19 E—
7 20 Bahrain ... ....6.83 I 20 I
268 21 6.29 I 21 Belgium... _
— 22 ....6.11 I 22 lIreland I
23 Hungary .......ccoceeeiiieenn. 6.02 I 23 Spain ..o 4.88 _
24 Australia ..5.98 E—— 24 Panama —
25 5.95 I 25 Mexico ... —
26 5,80 26 Argentina —
27 Czech Republic........c.ccc..... 5.61 I 27 NOrWay.......ccooeiveoiinn. 4.72 —
28 Peru...cccoiiiiiiiiiiiie 5.1 I 28 Kuwait.....ocoooviiiiiiiii, 4.71 —
29 Saudi Arabia ....4.63 I 29 China...cccoooiviiiiiiii 4.60 I
30 Indonesia ....4.38 I 30 Russian Federation ......... 4.57 I
31T Kuwait oo, 4.28 I 31 Hungary......ccocoeiiiinne 4.55 I
32 MEeXiCO...ooviviiiiiiiiiieca 4.00 N 32 India ..o 4.53 I
33 Korea, Rep.. ...3.24 S 33 Venezuela...........c..cc...... 4.47
34 Malaysia ....3.18 IS 34 Slovak Republic............... 4.38 I
35 Slovak Republic................ 3.18 I 35 Thailand.......ccccooveiiiennn. 4.37 I
36 Poland.......cccooiiiiiiiin. 2.61 I 36 Brazil ..o 4.36 I
37 Thailand 2.55 . 37 Bahrain.....ccoeeiiien. 4.34
38 Philippines .. 2.29 . 38 United Arab Emirates......4.33
39 Brazil....ococooiiiiii 2.28 I 39 Philippines.......ccccceoienn. 4.33 I
40 Colombia ...c.ccooviviiiin, 2.22 R 40 Saudi Arabia ... 4.33 I
41 Russian Federation............1.84 N 41 Japan.......cccoeiiiiiiiiine 4.32
42 Argentina 1.70 - 42 Vietnam......ccooeveciiennnn. 4.30 N
43 NiIgeria .....cooovvviviiiiiiea 1.67 N 43 Czech Republic ............... 4.27 I
44 Venezuela ..........ccceenn 1.38 Il 44 Poland ........ccooveviiienn. 4.15 I
45 1.02 . 45 Kazakhstan.... |
46 .1.00 . 46 ]
46 1.00 N 47 |
46 Kazakhstan ..........ccccceene 1.00 . 48 |
46 Pakistan 1.00 N 49 |
46 Turkey .. .1.00 . 50 Turkey... I
46 Ukraine ... ....1.00 . 51 Nigeria |
46 Vietnam ..o 1.00 . 52 Pakistan.........ccccoccoiiine 3.55 I
SOURCE: Menzie Chinn and Hiro Ito. 2007. “A New Measure of Financial SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007
Openness."” Journal of Comparative Policy Analysis (forthcoming).
Data set available at http://www.ssc.wisc.edu/~mchinn/research.html.

Interaction results from World Economic Forum analysis.
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1.03

1.04

Efficacy of corporate boards

Reliance on professional management

Corporate governance by investors and boards of directors in your
country is characterized by (1 = management has little accountability,
7 = investors and boards exert strong supervision of management
decisions)

RANK COUNTRY/ECONOMY SCORE 1 MEAN: 5.02 7

T Sweden ..o 6.00
2 United Kingdom............... 5.2 EE—
3 AUSHalia oo 5.8
4 South Africa . 573 —
5 Germany ....c.coccceeeeveenenn. 5.69 _
6 Finland.............ccoccooo...... 5.67 _
7 AUSHI@ oo 5,63 I
8 Netherlands.................... 5.2 I
9 SiNgapore .........cccccovvevee. 5.61 _
10 Canada .......ccoovvovvveernnnnn. 5.57
11 NOMWAY-oocvcvrrrcrres 5.56 —
12 Chile oooococecee e 5.53
13 Ireland ..oooccocceecrececceees 5.50 ——
14 United States ................. 5.47 I
15 BelgiUum.ccccccccrcervrrrerrs 541 EE—
16 Switzerland ........cccccoccuee. 5.41 _
17 Malaysia.. 530 —
18 France ...ccooooovvrvrvvvvvveeene 5.37 I
19 Indonesia.........ccccveevrennnn 5.36 _
20 Hong Kong SAR............. 5.3/ I
21 1Srael .o 5.23 —
22 Slovak Republic............... 5.23 _
23 Korea, Rep. .o.ovovveeer. 5.21 _
24 Japan.......ooiii. 5.15
25 Indi@ oo 503 IEEE—
26 Czech Republic .............. 5.03 —
27 SP&IN cooovvv 5.00 I
28 Nigeria..........cccoeccceren 4.97 E——
29 Russian Federation ......... 4.96 E—
30 Bahrain 4.88 I
31 Colombia.......cocccoooccoiio... 4.85
32 Thailand.........ccooccoviiien... 4.83 I
33 Kazakhstan...................... 4.79 I
34 Saudi Arabia ... 4.73 I
35 Philippines.......ccccceeviine 4.72
36 Hungary.......cccccooeiein. 4.72 I
37 Panama ... 4.69 I
38 POIU...oioooooo) 4.65 I
39 Argentina........cccceeeiiinne 4.67 I
40 Brazil ... 4.63 I
41 MEeXiCO .vivviiiiiiiiiie 4.61 I
42 KUWait ..o 4.60 I
43 United Arab Emirates......4.59
44 Vietnam.....cccccoveeveeennnn.. 4.46 I
45 EQYPt..ooooeoeeieeee. 439 I
46 TUTKEY....oooooooeoee 434 T—
47 Waly oo 432 —
48 Venezuela..........cccooee.. 4.29 I
49 Ukraine.......ccccooeveeiiiannns 4.24 I
50 Poland ... 413 —
51 ChiNA.ooveooeeeeeeeeeee 401 EE—
52 Pakistan...........cccceveeenn.. 3.57 I

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

Senior management positions in your country are (1 = usually held by
relatives, 7 = held by professional managers chosen for their superior

qualification)
RANK COUNTRY/ECONOMY SCORE 1 MEAN: 5.14

1 Sweden ... 6.42 I
2 GEIMANY wovvvveeeeeeeeeee, 6.19 IE—
3 NOMWAY...ooooooororrrrreeee 6.17
4 Australia 6,15 ——
5 Ireland ... 6.07
6 Netherlands.......ccoooo....... 6.00 I
7 Finland.....ooovvveeiiienn, 6.06
8 Canada.........ccccccocoeveni.. 5.98 _
9 United Kingdom .............. 5.95 _
10 Singapore...........cc...... 5.93 _
11 Switzerland .........c...... 5.90 ——
12 AUSTIE oo 5.0 I
13 South Africa ... 5,53 —
14 Japan ..o, 579 I
15 United States ............... 5.74 E—
16 France .oooooooovvvvevevvevens 5.64
17 Malaysia .5.61 —
18 Belgium...cocovoveeeeeee. 5,50 I
19 Israel oo 5.50
20 Chile oooooooccciccccc 5.50 I
21 India oo 5.44 —
22 Indonesia..........c..ccccc...... 5.43 _
23 Hong Kong SAR.............. 5.36 _
24 Czech Republic ............... 5.25 —
25 Korea, Rep. ..cccoooovvvvrvee... 5.24 I
26 SPAIN oo 5.1 —
27 Slovak Republic.............. 5.19 I
28 Philippines.........ccooovee..... 510 IE—
29 Brazil oo 498 I

30 Thailand. 494 I

31 Argentina.......cccovverenn 4.90 I

32 Bahrain..........coccoo 4.89 I

33 United Arab Emirates......4.85 N

34 Nigeria.....cccooveeiiieeinan. 4.1 I

35 Colombia.......ccccoveevirinen. 4.75 I

36 Hungary.......cccooceeeeiens 4.72 I

37 MEXiCO ..oooviviieciieea 4.56 I

38 ChiNG ..o 455

39 Venezuela..........c.ccceoee. 4.50 I

40 Turkey.... 4.47

41 Russian Federation ......... 4.45 I

42 Panama.......ccccceeeeeeeenn. 4.45 I

A3 Peru...cccccccooviiiiiiiiiiiaiis 4.41 I

44 Poland ..o, 4.37

45 Saudi Arabia.................... 4.34 I

46 Kazakhstan...................... 4.27 I

47 Vietham.....cooocooevviiieeeens 4.19 I

48 EQypt..cociiiiiiiiiiie 4.00 I

49 Kuwait.....o.ooooooooiee. 3.98 IEE—

50 Pakistan........cccoccovvven. 3.90 I

51 Ukraine.......cccoooeveeieen.n. 3.56 I

52 Htaly oo 3.61 I

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007
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1.05

1.06

Willingness to delegate

Strength of auditing and accounting standards

Willingness to delegate authority to subordinates is (1 = low—top
management controls all important decisions, 7 = high—authority is
mostly delegated to business unit heads and other lower-level

managers)

RANK COUNTRY/ECONOMY SCORE 1 MEAN: 4.48 7
1 Sweden....ccooooorrrrrirennee 6.3/ I
2 NOrWaY....coccooiiiieieiins 5.73 —
3 Netherlands.........oo......... 5.72
4 Switzerland .. _
5 AUSHMA....ccooiiiiiieeec 5.54 _
6 Finland.......ccooooovvveerenenn. 5.38 _
7 Germany .........cccccoeennn. 5.38 _
8 United States ............... 5.32 —
9 Canada ......c.ccccovieinnn, 5.28 —
10 Belgium ..o, 5.20
1 Australia ... 5.13 E—
12 JaPaN..coooeeeoeeeeee, 5.12 —
13 Hong Kong SAR............. 5.12 _
14 United Kingdom.............. 511 E—
15 Malaysia....ccccccccccrverrrres 5.07 EE——
16 1reland ..., 5.00 EEE—
17 Korea, Rep. —
18 1S1a8l ovvoevecveieen 4.94 EE—
19 Indonesia...................... 492 E——
20 SiNgapore.........cccccveceee 4.90 I
21 France .....cccocevveeienenn 4.63 I
22 South Africa ........ccccoe.... 4.62 —
23 India oo 4.54 I
24 Thailand.........ccccoceeveinnn. 4.50 I
25 Philippines.......cccccceeiinn. 4.40 I
26 Slovak Republic............... 4.36
27 Chile .o, 4.32 I
28 United Arab Emirates.....4.24 ———

29 Brazil ..o 4.22 I
30 Czech Republic I
3T Spain .o 4.20 I
32 MEXICO .uooiiiiiiiiiii 4.12 I
33 Saudi Arabia ........cccceonn 4.07 I
34 Panama .......ccccooeereenis 4.01
35 Argentina........ccoceeeiininn 4.00
36 Kuwait....ooooooviiiiiiiin, 3.96 I
37 Poland ... 3.93 I
38 Perl..ccocoeiiiiiiiiiii, 3.93 I
39 Bahrain......cccccooiiinnn, 3.85 I
40 Colombia |
41 TUIKeY..ooiiiiiiiiiii 3.79 I
42 China..cocooovieiieeiiee 3.78 I
43 Nigeria......ccooooiviiiins 3.76 I
44 Pakistan.........ccccoeeeeiiinn, 3.68 I
45 Vietnam ..o 3.62 I
46 Russian Federation ......... 3.59 I
47 EQypt...cccooiiiiiiiiiiiis 3.54 I
48 Hungary........cccoeevveeeinnnnn. 3.563 I
49 aly oo 3.50 I
50 Venezuela...........ccccoone. 3.45 I
51 Kazakhstan................... 3.40 I
52 Ukraine......ccccoovvviiiinnnn, 3.25 I

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

Financial auditing and reporting standards regarding company
financial performance in your country are (1 = extremely weak,
7 = extremely strong—the best in the world)

RANK
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SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

COUNTRY/ECONOMY SCORE
Germany ........ccceeeiin 6.34
Sweden ... 6.32
United Kingdom .............. 6.29
Australia 6.
AUSTIA oo 6.23
South Africa ..o 6.22
Finland.......coccooiiiiiins 6.22
Ireland ......coooevviiiiiiis 6.21
Hong Kong SAR.............. 6.20
Switzerland ... 6.13
France ... 6.11
SiNgapore .......cccevveeeins 6.10
Canada ......cccoooeiiiii 6.07
NOrwWay........coovvveeeiiinnnn 6.06
Netherlands...........cc.cc..... 6.02
Belgium ......ccooiiiiiiis 6.01
Bahrain. .5.97
Israel ..o 5.93
United States.................. 5.79
Malaysia......cccocoveviiiians 5.73
India oo 5.65
Chile ..o 5.63
Korea, Rep. ....ccccoovvvinn. 5.42
Kuwait ..o 5.32
SPaIN .o 5.25
Japan.......ccooeieiiiiii 5.23
United Arab Emirates......5.20
Panama .........cccooeiiin 5.16
Hungary......cccoeevveeiinnn 5.11
Thailand .b.
Slovak Republic............... 4.99
Philippines.........ccccccooeene. 4.96
Czech Republic ............... 4.93
Pakistan.......cccoooeiiiiins 4.92
Turkey....oooooviviiiiien, 4.82
Brazil ..o 4.79
.................. 4.77
Saudi Arabia ........ccccoee 4.72
MEXICO ..o 4.63

Colombia......c.ccccveeiiennnn. 4.50
ltaly .o 4.46
Poland ........cccooiiiiii 4.38
Kazakhstan ... 418
Nigeria.....ccooeviiiaiiis 4.14
Venezuela.........c.cccoeeen. 4.06
Argentina.......c.cooeevveeeenns 4.01
Russian Federation ......... 3.94
Vietnam ......coooveviiiiieis 3.89

China....ooooiiiiii 3.84
Ukraine ..o 3.53

1 MEAN: 5.24
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1.07

1.08

Shareholder rights index

Ethical behavior of firms

This variable is an aggregation of numerous measures of shareholder

rights | 2005

RANK COUNTRY/ECONOMY HARD DATA
T Canada......ccoooevviiiiiiii, 5.00
1 Chile oo 5.00
1 Hong Kong SAR ................ 5.00
1
1
1 South Africa........ccccceeinn. 5.00
1 United Kingdom................ 5.00
1 United States.........cceeveene 5.00
9 Argentina........cccoceeeiins 4.00
9 Australia......cccooiiiiiiiinn, 4.00
9 reland.....ccccovvviiiiiiiis 4.00
9 Japan ... 4.00
9 Malaysia .....cccooveiiieiann, 4.00
9 NOrway .....ccoovveeeeieieeein 4.00
9 SiNgapore ........cccccceeeveennn. 4.00
9 SPaN...cciiiiiii 4.00

17 Brazil.... 3.00
17 Colombia ...c.coeoviiiiiin, 3.00
17 Finland......ccccoovviviiii, 3.00
17 FranCe......ccccovceeiienicann, 3.00
17 Israel ..o, 3.00
17 NIigeria ......ooovvveveeiieeieenn 3.00
17 Philippines ......ccccooveienenn. 3.00
17 Sweden .....cccoooviiiiinnn. 3.00
25 AUSTra ..o 2.00
25 EQypt ..o 2.00
25 Indonesia.......ccccccceeiiieniinnn 2.00
25 Korea, Rep.....ccccovvviiiannnn 2.00
25 Netherlands ...........cccccoeee 2.00
25 Switzerland.

25 Thailand .......cccoccovieiiin 2.00
25 TUrkeY ....oooiiiiiiiiiii 2.00
33 Germany........ccceeeeeeneennn. 1.00
33 Maly.i 1.00
33 MEXICO....ooviiiiiiiiiieiie, 1.00
33 Venezuela........ccooeeeienn. 1.00
37 Belgium ....cocoooviiiiie 0.00
nfa Bahrain.........ccocooiiiiiiennn
nfa China.......cocooviiiiiiiii

n/a Czech Republic. .

nfa HuNgary ..o

n/a Kazakhstan.............cc.ccooo...

nfa Kuwait........occooviiiiiiniinn

nfa Panama.........ccccooiiiiiiinnns
nfa Peru ...
nfa Poland..........cccoocoiiiiiiiinn
n/a Russian Federation.............. n/a
n/a Saudi Arabia..........cc.ccoein n/a
n/a Slovak Republic ................... n/a
n/a Ukraine

n/a United Arab Emirates.......... n/a
nfa Vietnam ... n/a

SOURCE: Sergio Schmukler (personal communication)

The corporate ethics (ethical behavior in interactions with public
officials, politicians, and other enterprises) of firms in your country
are (1 = among the world’s worst, 7 = among the best in the world)

RANK COUNTRY/ECONOMY
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SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

SCORE

Finland.........ccccooininn. 6.63
Sweden ... 6.45
Singapore ............ccceeeun. 6.30
Netherlands.............c....... 6.15
Germany ........ccceeevveenennn 6.15
AUSEA . e 6.09
Australia .......cocoeviiiins 6.08
Canada .....cccocooveiiiiis 5.86
United Kingdom .............. 5.83
Hong Kong SAR.............. 5.82
Ireland ..., 5.563
Chile .o 5.46
France ..o 5.42
Japan......o, 5.41
Belgium....... ...6.40
United Arab Emirates......5.30
Malaysia.....c.cccoovrranennn. 5.26
Korea, Rep. ...cccoovvviennn. 5.16
United States .................. 5.10
Israel ..o 4.88
SPaIN .t 4.87
Kuwait ..o, 4.72
Bahrain........ccccoiinn 4.68
South Africa .....ccoovevinne 4.68
Turkey...oooveoiiiiiie, 4.64
Saudi Arabia..........ccccoo.e. 4.43
Colombia.....ccocovviiiins 4.43
Panama . ..4.35
MEXiICO ..covveiiiiiiiiic 4.35
Pakistan.........cccocevinnn. 4.35
EQypt..coieeiiiiiee 4.34
India oo 4.19
Poland ........ccocovviiiinn. 417
Thailand........cccccoviiiiiins 414

............. 4.08
Slovak Republic............... 4.06
Vietnam .......coooeiviiiins 4.03
Peru.... ...3.99
Czech Republic ............... 3.95
Hungary.....ccooeeiirinn. 3.91
Nigeria......ccooovviiiiins 3.79
Indonesia.........ccceeeenen. 3.77
Brazil ..o 3.77
China..ooooeiiiiiii 3.71
Kazakhstan...................... 3.70
Philippines.......c.ccccevveen. 3.51
Argentina.........cccccoeeeeens 3.46
Venezuela..........ccccoeeee. 3.31
Russian Federation ......... 3.26
Ukraine......ccooovoviiinnn. 3.06
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s 1.09 1.10
3
é Protection of minority shareholders’ interests Burden of government regulation
g Interests of minority shareholders in your country are (1 = not Complying with administrative requirements for businesses (permits,
g protected by law, 7 = protected by law and actively enforced) regulations, reporting) issued by the government in your country is
*é (1 = burdensome, 7 = not burdensome)
3
,f_% RANK COUNTRY/ECONOMY SCORE 1 MEAN: 4.90 RANK COUNTRY/ECONOMY SCORE 1 MEAN: 3.25
§ 1 SWeden......ccooovioeeveeinn, 6.37 — 1 SiNGAPOTE ..oveeveerre.. 5.30 ———
& 2 Germany .......cc.cccoee.... 6.14 — 2 Hong Kong SAR............. 4.78 —
3 United Kingdom.............. 5.9/ IE— 3 Finland......cccccoooiviiiininns 4.62 ——
4 Finland......... E— 4 Malaysia.............oocoe 4.62 EE—
5 Austria... _ 5 United Arab Emirates......4.60 _
6 AuStralia .....cooooorrvover, 5.00 6 Korea, Rep. .oooorrrvvvven: 435 I
7 Ireland ...cccoooeiiiiiei, 5.77 _ 7 Switzerland .................... 4.28 —
8 NOMWAY..oovveerereeeerereere, 5.76 8 JaPAN....roveeeerereeerer. 4.00 NN
9 Indonesia.............ccc..... 5.74 9 Bahrain ... 3.99 I
10 South Africa ................... 5.6/ 10 Saudi Arabia................... 3.0/ EEE———
11 Canada .....ccooovveveeenn, 5.63 _ 11 Indonesia........ccccocoevevnnn. 3.88 _
12 Hong Kong SAR............. 5.61 EE—— 12 Chile oo 3.3 EE—
13 Belgium......ccccccevecrenn 5.61 E— 13 Thailand.....c..cccccccerene 379 E—
14 Netherlands.................... 5.50 I 14 AUSHE....ooooooooooooeoe 3.65 I
15 Singapore ...........ccccoco..... 5.55 _ 15 NOrWaY......cocoveveeerien 3.65 _
16 Malaysia ..., 553 16 1STAEl oooocoeerrreeeins 361 EE—
17 United States .. 17 lreland .. .3.58 _
18 Bahrain .co....ccooovvvirerinennn, 5.43 18 ChiNa...oooorcvercvccereenes 3.57 E—
19 1S161 oo 5.40 E— 19 United States ................ 351 EE—
E 20 Switzerland ................... 5.34 I—— 20 Canada .........ooveeeee. 3.47 E—
- 21 Indi@ covveeeeeee 5.31 — 21 NIgeria ..o 3.33 —
22 Chile oo 5.27 22 Panama.................. 3.25 —
23 Korea, Rep. ..ooovvvvcooe. 5.12 I 23 Sweden ... 3.23
24 France ... 5.10 I—— 24 Netherlands................... 327 EE—
25 JAPAN..eeoeeeeeeeenn 4.95 25 EQYPte.ooeoeeoeeeeeeeen. 3.17
26 Pakistan...............cccc....... 4.97 — 26 United Kingdom.............. 3.16 _
27 Thailand....cccccooorrrrrrrrnene 4.85 I 27 Kazakhstan .................... 3.16
28 Brazil ..o 4.80 _ 28 Spain .o 3.14
29 Hungary.......ccccocoeeenienn. 4.73 I 29 Germany ......ccccoceveeeianns 3.05 I
30 Philippines.... 30 Australia .. 3.01
31 United Arab Emirates.....4.64 ——— 31 Pakistan.......ccoceiiiie 2.99 I
32 Spain ..o 4.61 I 32 Indi@ oo 2.94 NS
33 Turkey.....coooooveeivieeiin. 458 I 33 Turkey......cocooviviiiiiiiian, 2.94 IS
34 Egypt 34 Slovak Republic............... 2.93 .
35 Colombia.......ccccoeeviinnnn. 4.49 I 35 Kuwait..ccoooooiiiiiiiiis 2.87 .
36 Vietnam ... 4.4 I 36 Belgium.....ccocoociiiii 2.78 IS
37 MEXICO ..o 4.44 I 37 Poland ......ccccccooiiiiiii 2.77 S
38 Kuwait...ooooovieiiiei 4.40 I 38 South Africa.......cc..cceen. 2.68 N
39 Saudi Arabia........ccccooe.. 4.40 I 39 Ukraine.......ccocevviiiiiiis 2.67 I
40 Nigeria... 40 Vietnam... .2.62 .
41 Poland ........cooveviieiiin 4.25 I 41 HUuNgary.......ccccoeeeeeieen, 2.59 I
42 PerU...ccccociiiiiiiiieeeann 4.23 I 42 Colombia......cccccooeviirnne. 2.59 N
43 Panama.......ccccoceeeiiinnn. 4.23 I 43 MEXICO ..ooovvieaiiiiiiiieis 2.59 .
44 Czech Republic ............... 4.13 I 44 France ......cccoceeeeieiene 2.57 .
45 Slovak Republic............... 4.03 I 45 Argentina......ccoceeiiianne 2.54 IS
46 Ttaly oo 3.97 I 46 Philippines.......ccccceerenne 2.52 S
47 Venezuela...........cccoooe. 3.89 I 47 Russian Federation ......... 2.47 A
48 Kazakhstan.............cc....... 3.69 I 48 Czech Republic ............... 2.36 .
49 China..coooooviiiiiiiciee 3.61 I 49 PerU....cccciiiiiiiiiiiiiiae 2.25 I
50 Argentina...........cccoceennn. 3.58 I 50 Htaly oo 2,12 mm
51 Russian Federation ......... 3.14 I 51 Brazil oo 1.85 E
52 Ukraine......ccccoovvviiiinnnn, 3.06 I 52 Venezuela...........cccoe.. 1.56 W
SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007 SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007
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1.1

1.12

Centralization of economic policymaking

Regulation of security exchanges

Economic policymaking in your country is (1 = centralized—
national government controls almost all important decisions,
7 = decentralized—states and cities have important decision
rights affecting economic development)

Regulation of securities exchanges in your country is (1 = not

transparent, ineffective, and subject to undue influence from industry
and government, 7 = transparent, effective, and independent from

undue influence from industry and government)

RANK COUNTRY/ECONOMY SCORE 1 MEAN: 3.42 7
1 Switzerland ..., 586
2 Germany ...........ccco..... 5.28 —
3 SPAIN oo 5.17 —
4 Belgium... 5.05 IE———
5 Indonesia......c.cccccoeoveennn. 4.69 _
6 Canada....i... 4.6 NE——
7 Korea, Rep. ...ccccovevnan. 4.65
8 United States ................. 456 EE——
9 AUSHIA oo 447 E—
10 Finland.....ooovv.oorvercieeen e, 426
11 United Arab Emirates......4.21 _
12 Czech Republic ............... 4.12 _
13 Australia ... 4,00 EE—
14 Hong Kong SAR.............. 4.07
15 Slovak Republic............ 401 E—
16 Netherlands..................... 3.93 IEE—
17 Malaysia.. .3.90 —
18 Indi@ covvvvveereenae 3.86
19 ChING oo 3.76 EE—
20 181a€l oo 3.65 —

21 @l cooveeeeeeeeees 3.60 —

22 Poland ..o, 3.56 —

23 MEXICO oo 346 EE—

24 NOTWaY......oooccrrrrccreren 341 EE—

25 France ... 3.40 N
26 Vietnam ... 33—

27 Russian Federation ......... 3.31
28 Colombia......ccccooeiviiinae 3.29 I
29 Kazakhstan..........ccoc..... 3.27
30 .3.26 I
31 Ukraine.....ccccoovvieiiennn. 3.26
32 United Kingdom .............. 3.14 I
33 Chile.iiiiiiiiiiii 3.04
34 Hungary........ccccocoeienn. 3.03
35 Saudi Arabia ..o 2.96 I
36 Nigeria.......ccoooviiiiiiin. 2.92 IS
37 Peru..iiiiii, 2.86 .

38 South Africa .......cceerene 2.78 S
39 Thailand.......cccooeeiiiiine 2.76 S
40 Brazil ... |
41 Japan... |
42 Philippines......cccocvvveiinn 2.64 S
43 Bahrain......ccccocoeieiin 2.60 —
44 Pakistan.........cccoeeiiinnn, 2.44 S
45 Panama ... 2.35 .
46 TUIKEY...oovioiiiiiiiiiee 2.33 .
47 lreland ..o 2.17 -
48 Egypt..cciiiiiiiiiiieie 2.09 =
49 Kuwait...coooooviiiiiicin 2.06 I
50 Singapore.......ccccceeveeenn. 1.86 N

51 Argentina.........c.ccooeeenn. 1.74 R

52 Venezuela..........cccccoe. 1.14 1

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

RANK COUNTRY/ECONOMY SCORE 1
T Sweden.......cccoovieiiinn. 6.26
2 Australia ......ccccceeiiiiinn 6.22
3 Hong Kong SAR............... 6.19
4 South Africa .... .

5 SiNgapore ........ccccceeceinene 5.99
6 Chile ..o 5.98
7 Germany .......cccoeeeeeienn. 5.95
8 Ireland ......cocovviiiiiies 5.95
9 France ......cccccoveviiiienins 5.94
10 Korea, Rep. oocvvvvvvveaiis 5.92
11 Switzerland ......ccoocoevene 5.85
12 Belgium....cccooiviiiiiie 5.84
13 Finland.......cccooiiiiiiis 5.82
T4 NOrway......cccoeevvieeeaiins 5.81
15 AUSHMa ..o 5.80
16 United Kingdom .............. 5.79
17 Panama. .

18 Bahrain......cccccoovvviiine 5.72
19 Netherlands............cc...... 5.70
20 Canada........ccoceevieiainns 5.64
27 Indonesia.........cccccoviennnn. 5.58
22 Israel ..o 5.52
23 India .coooviiiiiiiie 5.52
24 United States .................. 5.52
25 Malaysia.......cccccoveniiinn. 5.48
26 PerU...ccccoooiiiiiiiiiiiens 5.31
27 Thailand........cccooeeniinnn. 5.26
28 Japan.........ceoiii 5.24
29 TUrKEY.....ooooviieiiiiiiei 5.23
30 Brazil .. ..b.14
31 MEeXiCO ..oovviiiieiiieiie 5.10
32 Nigeria....ccccoovieiiiiican. 5.05
33 Hungary........cccoovieeiienn. 5.00
34 Poland ......c.cccoooviiiii 4.95
35 Colombia.....ccccceoviiiininn 4.94
36 Spain ..o 4.93
37 Czech Republic ............... 4.90
38 Philippines.......ccccccoovenenn 4.81
39 United Arab Emirates......4.80
40 Venezuela..... ...4.49
41 Slovak Republic............... 4.48
42 18l oo 4.47
43 Kuwait ..o 4.42
44 Argentina.........cccceeeiienns 4.41
45 Vietnam ......cccccooiviiiinn 4.31
46 Pakistan.........ccccoeiiiins 3.96
A7 EQYPt.cciiioiiiiiiiie 3.93
48 Saudi Arabia.........c..c.... 3.91
49 Russian Federation ......... 3.57
50 China...ccooovoeviiieiiice 3.42
51 Kazakhstan ... 3.35
52 Ukraine.......ccocoviiiannn. 3.18 I

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

The Financial Development Report 2008 © 2008 World Economic Forum

MEAN: 5.16

3: Data Tables | Institutional environment

273



3: Data Tables | Institutional environment

274

113

1.14

Property rights

Intellectual property protection

Property rights, including over financial assets (1 = are poorly
defined and not protected by law, 7 = are clearly defined and well
protected by law)

Intellectual property protection in your country (1 = is weak and not

enforced, 7 = is strong and enforced)

RANK COUNTRY/ECONOMY SCORE 1 MEAN: 5.15 7
1 GErMany oo 6.67
2 Switzerland ... 6.50 E———
3 AUSHIE oo 6.54
4 Singapore .. 6.41 _
5 Netherlands.............c...... 6.40
6 Finland.........ccooovvooorennnnnn. 6.40
7 Australia........cccocoennnn. 6.35 _
8 Sweden........ccormr 6.34
9 Ireland ......ccocoovvveeinn, 6.32 _
10 NOrWAY.ovvvooeveerean 6.31
11 Hong Kong SAR .....cc...... 6.27 ——
12 JaPaN..coooeeeoeeeeee, 6.1
13 Canada ......cccocccerrccccen 6.0 E——
14 France ..o, 6.06
15 United Kingdom .............. 6.00 HE—
16 Belgium .ooveeeeveeeerceee.. 6.04
17 South Africa e
18 Malaysia .......oovveerrrnrrennn. 571
19 Korea, Rep. ...cccccoovvvviinn 5.71 _
20 ISrael oo 5.65 I
21 United States ................ 5.55 EEE—
22 SPaIN oo 5.54 _
23 Bahrain ....coooooorvvcorres 545 I
24 HUNgary.......cccoceeeeene 5.44 _
25 Chile ..o 541 I
26 KUWAIcooocovverescvrernnn 5.40 —

27 Indi@ oo 5.20 I
28 United Arab Emirates......5.18 _

29 Saudi Arabia................... 5.17 —

30 Panama. —

31 Thailand.....ccoooocorerrrvernenee. 510
32 EQYPLeoeoreoeeeeeeeeene, 5.05 EE—

33 Slovak Republic............... 5.05
34 Haly oo 5.03 I
35 TUrKeY...oooiiiiiiiiii 4.80 I
36 Czech Republic............... 4.58 I
37 Colombia......ccccovviiiins 4.53 I
38 Brazil ccoovveoeeeeceee 4.46 I
39 Philippines.......ccccccceene 4.35 I
40 —

41 —

42 Vietnam.......cccooveeeeienn. 4.23 I
43 Poland ......ccooooccoomrvve. 4.0 E—

44 Kazakhstan.................... 3.98 I
45 Pakistan.......ccccooeiiiinns 3.98 I
46 Nigeria......ccocoeiviiiiinns 3.81 I
47 PEIU...oooveoorieeireeee 359 I
48 Indonesia........cccocveiiiirnns 3.38 I
49 Ukraine.....ccccoeviviiinnns 3.29 IS
50 Russian Federation ......... 3.16 I
51 Argentina............cccooe.e. 2.97
52 Venezuela..........cccoone.n. 2,29 IEE

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

RANK COUNTRY/ECONOMY SCORE
T Germany .....cccccoeveeiins 6.48
2 Finland.......ccoociiiiiiin, 6.33
3 Switzerland ..o 6.31
4 Singapore...

5 Netherlands

6 Sweden.......ccooiiein. 6.01
7 United Kingdom .............. 5.96
8 France ......ccccovvviiiiiiiin, 591
9 Australia......cccoccevviiiiiins 5.90
10 AUSHMa...oooiieiieiieiics 5.87
11 Belgium...ooocoooiiiiiiis 5.70
12 Canada ......cccocoeveieeiienn, 5.66
13 NOrwWay....cocooovviiiiiiiieas 5.64
14 Japan.......ccccccevviiiieiinns 5.63
15 lreland ......cccocevviiiiiinne 5.561
16 Hong Kong SAR............. 5.45
17 United States. .5.42
18 Korea, Rep. ..co.ccoovevvieen. 5.37
19 South Africa.......ccccceeen 5.20
20 Malaysia.....ccocevoveiiiianns 5.11
27 Israel .cccoooiiiiiiiiiiii, 5.08
22 SPaiN .o 4.92
23 United Arab Emirates......4.84
24 Bahrain......cc.ccoceiiinn. 4.74
25 Hungary.......ccoooeiiiiiin. 4.44
26 1taly oo 4.31
27 Thailand.......ccoooeeiiienn. 413
28 Panama ........ccccceeiieninn. 4.09
29 India .o 3.99
30 .

31 Czech Republic ............... 3.88
32 Saudi Arabia ... 3.86
33 Slovak Republic............... 3.83
34 Kuwait.....ocoooiiiiiiae 3.63
35 Pakistan........ccccoeiiiis 3.61
36 Colombia.....ccocceeiiiiannne 3.53
37 EQYPt..cooiiiiiiiiiiiii 3.51
38 MEXICO ..oovvieiiiiiiiiiie 3.51
39 Poland ..o 3.48
40

41

42 Brazil ..o 3.33
43 Kazakhstan.................... 3.26
44 Indonesia.......cc.ccceiieenn. 3.11
45 Philippin€s........ccccceveenn.. 3.08
46 Nigeria......cccovviiiiiirie 2.94
47 Argentina..........ccoceeieene 2.83
48 Vietnam.......cccceeviiiiiinns 2.82
49 Ukraine......c.ccooeveiiinanne 2.69
50 Peru....cccooiiiiiiiiiiiiins 2.67
51 Russian Federation ......... 2.58
52 Venezuela...........cccoe.. 2.06

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

1 MEAN: 4.45
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1.15

1.16

Diversion of public funds

Public trust of politicians

In your country, diversion of public funds to companies, individuals or

Public trust in the financial honesty of politicians is (1 = very low,

groups due to corruption (1 = is common, 7 = never occurs) 7 = very high)

RANK COUNTRY/ECONOMY SCORE 1 MEAN: 4.31 7 RANK COUNTRY/ECONOMY SCORE 1 MEAN: 3.25

1 Fintand ..o 6.4 1 SINGAPOTE covveeveeee. 6.35
2 Sweden........ccoeiiin. 6.39 — 2 Finland.......ccocooiiis 5.71 —
3 SiNGapore .......ccccooorrrrrn. 6.37 3 Switzerland .cccoooverr. 5.51 I
4 Switzerland 623 I—— 4 Norway....... 545 —
5 NOIWaAY.....cooiveiiieen, 6.18 _ 5 United Arab Emirates......5.41 _
6 Netherlands..................... 6.11 IE—— 6 Netherlands..................... 5.37 —
7 Australia.............ccocoeen.. 6.10 _ 7 Hong Kong SAR.............. 5.23 _
8 AUSHiE....ooo 5.9/ 8 Sweden........... 5.08 I——
9 Hong Kong SAR............. 5.85 9 Australia ......c.ccoccooevvnnnn.. 4.68
10 Germany .......ccc........ 5.57 10 AUSTIE . cooooioeioeeeeeeeeee 4.67 NEE——
11 United Kingdom .............. 5.82 _ 11 Malaysia.......cccoovveieiins 4.58 _
12 United Arab Emirates......5.63 _ 12 Germany ... 4.55 _
13 1reland ..o 5.61 E——— 13 Saudi Arabia..........cc....... 417 EE—

14 Belgium .co...oovvverrrerenenn. 5.25 I 14 Korea, Rep. .coovvvvvve.n. 4.02 EE—

15 France .....ccccovveeeveenen.. 5.20 — 15 United Kingdom .............. 3.82 —

16 Canada ...cccooorrrrrrrrvveenene 5.13 16 Canada .......oooovvvvvvvveinnns 3.60 EE—

17 Korea, Rep. ... 496 E— 17 Chile... ..3.660 NE—

18 United States ................. 4.91 E— 18 Belgium e 3.63 IEE—

19 Malaysia .cooooevvvveeeeerrreeeees 490 E— 19 FIaNCE oo 3.45 EE—

20 Japan......cocoooivcereeenn. 4.87 — 20 JapaN......cocoovioeeeeee 3.40 E—

21 1Srael oo 4.77 — 21 United States.................. 3.34 _

22 Chile oo 4.58 — 22 Kuwait .o 3.28 E—

23 SPaIN cooooooeeeee 4.57 23 reland .ooo...oooooooee 3.25 E—

24 Bahrain ..o 441 — 24 Bahrain ..o 325 EE—

25 KUWItooooooooocoeoooeee 438 EE— 25 1181 ooooooeeeeeeee 3.10 I

26 Saudi Arabia.......c..cc..... 4.11 I 26 China....cooveciiiiiiiie 3.14 I

27 South Africa ......cccoeeen. 4.04 I 27 Spain .o 3.13 I

28 Turkey....ocooioiiiiiii 3.84 I 28 South Africa .....ccccceeenee 3.01

29 Hungary........ccooeeiiieenn.. 3.80 I 29 Vietnam.......ccccooieninnnnn. 2.90 I

30 | 30 ]

31 | 31 |

32 Slovak Republic............... 3.71 IS 32 Thailand.......ccocoviiiins 2.70 IS

33 Kazakhstan...........c....... 3.70 I 33 Indonesia.....ccccccooviiiinnns 2.60 .

34 India .o 3.64 I 34 Kazakhstan................... 2.55 -

35 Maly oo 3.62 I 35 Hungary......ccoceeviieiens 2,30 .

36 Pakistan..........ccceooiin. 3.54 IS 36 Pakistan.........cccoceeiiinn. 230 I

37 Poland .......cccccooiiiiiii 3.51 I 37 Poland ......c.cocoooiiii 2,26 EEm

38 Panama........ccccoceveienn. 3.47 I 38 India ..ccoooiiiiiiiiiie 2.21

39 Indonesia......cccccoeveeiinn 3.35 I 39 Haly oo 2.16 .

40 Mexico ... 3.27 IS 40 Colombia.. ..2.10

41 China..cooeeeveeeiiciiece, 3.22 I 41 Slovak Republic............... 2.08 EE

42 Vietnam .......ccocoeeeiiienn. 3.20 I 42 MEXICO .vooviieiiiiiiiii 2.06 .

43 Ukraine.......ccoceeveieiiiennn. 3.18 I 43 Panama .........cccoeeeeiiiens 2.01 .

44 Peru....ccccooviiiiiiiiiiiii, 3.12 I A4 NIQETia...occoviiiiiiiiiiiis 2.01 .

45 Czech Republic ............... 3.08 I 45 Czech Republic ............... 1.91 Il

46 Russian Federation ......... 2.94 . 46 Russian Federation ......... 1.87

47 Colombia......cccccoeiiiian. 2.91 I 47 Ukrain€.........ccccooveiiniiins 1.83

48 Philippines.......coccvvevennne.. 2.45 . 48 Peru....ccccccooviiiiiiiiiiaiii, 1.67 A

49 Argentina..........ccccoeeeeen. 241 I 49 Philippin€S......ccccccvvviiin. 1.65 N

50 Nigeria.....ccoovvvviraiennnn, 240 . 50 Argentina........c.cccoceenenn. 1.46 H

51 Brazil oo 2.16 . 51 Brazil coccooeiioiiiiiii 1.43 W

52 Venezuela..........cccccoe. 1.54 52 Venezuela.............cooo. 1.35 W

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007
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1.17

1.18

Effectiveness of law-making bodies

Judicial independence

How effective is your national parliament/congress as a law-making
institution? (1 = very ineffective, 7 = very effective—among the best
in the world)

Is the judiciary in your country independent from influences of
members of government, citizens, or firms? (1 = no—heavily
influenced, 7 = yes—entirely independent)

RANK COUNTRY/ECONOMY SCORE 1 MEAN: 3.85 7
1 SiNgapore .......cccccoeeenan 6.09 _
2 AUSHaliE oo 5.40 EE——
3 Malaysia.....cccooomrrrrrrrereenn 5.42
4 United Kingdom .. e
5 Finland........cccocccooooonenine. 5.27
6 NOrway......cocoovvrvereiins 5.15 —
7 Sweden........cciiiniin 500
8 Switzerland .........cccoene. 5.02 _
9 Canada .....c.cccooviiirnn. 5.00 _
10 Germany ......cccccevveeneae 4.89 _
11 Netherlands...........cco..... 4.87 _
12 JaPaN..cooeeeeeoeeeeeee 4.76 E——
13 South Africa ................... 4.64 —
14 Ireland ....oo...oovvvrevenenn. 4.55 I
FET T 45—
16 AUSHIA. oo 4.50 E—
17 France....... —
18 United States E—
19 United Arab Emirates......4.28 —

20 Korea, Rep. ....ccccoviiinn 4.26 —

21 TUKEY v 4.26 —

22 Hong Kong SAR............. 4.16
23 ChiNa oo 4.13 I
Y S 412 —

25 11861 oo 411
26 KUWAIt oo 3.8 E—

27 Thailand......ccoooovvviiiine 3.92 I
28 Kazakhstan.................. 3.87 —

29 Vietnam ..........oocccccoonrree 3.80 E—

30 Chile.. —

31 Saudi Arabia .................. 376 E—

32 Belgium....ccocoooiiiii 3.63 I
33 Nigeria....cocoovveeiieenean. 3.43 I
34 EQYPt..cceciiiiiiiiieee 3.42
35 Pakistan........cccceoiiiiiis 3.38 I
36 Slovak Republic............... 3.37 IS
37 Indonesia........ccccooeveirnnn 3.20 I
38 Hungary......ccocooviiiinns 3.15 I
39 Bahrain........ccccooeiiis 3.09 I
40 Russian Federation |
41 Czech Republic ............... 3.04 I
42 Colombia.....ccccccovviiinnns 3.01 I
43 Haly oo 2.89 .

44 Philippin€s.......ccocoevveenen. 2.53 .

45 Poland ......c..coceeiiiienn. 2.51 .

46 Ukraine.......cccccoovieeinnnn. 2.48 .

47 MEXICO ..oovvviiiiiiiieiiie 2.37 .

48 Panama .......ccccoeieiiiinnn. 2.35 I
49 Brazil ..o 2.18
50 PerU...cccoooviiiiiiiiiiiiinn 2.01 .

51 Argentina............cccooe.e. 1.91 .

52 Venezuela..........cccoone.n. 1.56 W

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

RANK COUNTRY/ECONOMY SCORE
T Germany .....cccccoeveeiins 6.53
2 Finland......ccccoiiiiiiiis 6.43
3 Netherlands..................... 6.41
4 Australia .....

5 Switzerland

6 Sweden.......ccooiiein. 6.16
7 NOrway.......ccccoovvvviieinn, 6.09
8 AUSHMA..ceieiieiiieiiiie 6.06
9 United Kingdom .............. 6.04
10 Israel .o 6.03
11 Canada.....cccccovviiiiianns 6.01
12 Ireland .o 6.01
13 Hong Kong SAR.............. 5.94
14 SiNgapore .........cccccceeueenn. 5.60
15 Japan.......ccceevveieiiinen, 5.51
16 South Africa.......ccccoceees 5.45
17 Belgium

18 India .o 5.30
19 France .....cccooevvvveiiinans 5.26
20 Malaysia.....ccocevoveiiiianns 5.24
21 Kuwait....ooooooiiiiiiii, 5.23
22 Korea, Rep. .cc.coovevveennn. 5.13
23 United States.........c........ 5.06
24 United Arab Emirates......4.98
25 Egypt..cccooiiiiiiiiiiiiie, 4.86
26 Thailand.......cccoceeeriiiins 4.72
27 HUNGary.......ccoceeeieinans 4.41
28 Turkey.....occoovoiiiiiiis 4.40
29 Saudi Arabia .......c.cccocen 4.39
30 .

31 Czech Republic ............... 4.10
32 Bahrain ... 4.09
33 Colombia.....cccoceveiiiiinne 3.81
34 Haly oo 3.79
35 Spain ..o 3.76
36 Slovak Republic............... 3.61
37 Vietnam......cccooviiiirinne 3.61
38 MEXICO ..oovvieiiiiiiiiiie 3.68
39 Poland ..o 3.54
40 Nigeria.. .3.52
41 Pakistan........ccoccoeiiirin 3.51
42 China..cooooiieeieiiiiie 3.43
43 Philippines........ccccccoeeiee 3.31
44 Brazil ..o 3.14
45 Indonesia.........cccoeviirainne 2.97
46 Kazakhstan...................... 2.85
47 Russian Federation ......... 2.70
48 Ukraine........cooevviiiiiiiins 2.52
49 Panama .......ccccceeiinainne 2.47
50 PerU....cccocveiiiiiiiiiiiann, 2.19
51 Argentina.......cccceeveeninn. 217
52 Venezuela...........cccoe.. 1.19

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

1 MEAN: 4.53
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1.19

1.20

Irregular payments in judicial decisions

Number of procedures to enforce a contract

In your industry, how frequently would you estimate that firms make
undocumented extra payments or bribes connected with getting
favorable judicial decisions (1 = common, 7 = never occurs)

RANK COUNTRY/ECONOMY SCORE
T Finland.....ccooooiiiiiin. 6.75
2 Sweden........ccoeiiin. 6.74
3 Germany ......cccceeeiieiiinn. 6.73
4 Singapore ... .6.64
5 AUSHIa...cooiiiiiiice 6.60
6 Australia.......cccccooviiiiin 6.57
7 Netherlands..........c.......... 6.55
8 Switzerland .........cc.oooe. 6.55
9 Norway.........ccooeveiin. 6.47
10 Japan......cccccevvviieniinnn.. 6.30
11 Hong Kong SAR.............. 6.29
12 Canada .....c.ccoevveeeviene. 6.27
13 reland ..o, 6.27
14 United Kingdom. .............. 6.24
15 France ......cccvvviiiicinns 6.12
16 Belgium ..o 6.01
17 lsrael ... .6.00
18 South Africa ........cccoeeeee 5.67
19 United Arab Emirates......5.569
20 Spain ..o 5.568
21 Malaysia.......cccooveeiiennn. 5.44
22 Chile .o, 5.42
23 Korea, Rep. .ccoovvviiiinnn 5.33
24 Bahrain......ccccoceiiiinn. 5.24
25 United States.................. 5.04
26 Hungary.......cccceeevieennnn. 5.03
27 Kuwait.......ooovieiiiiiann. 4.99
28 Htaly oo 4.86
29 TUrkey....ooooovveviiiieiiiien 4.85
30 India. 4.85
3T EQypt.cciciiiiiiiiiiiie 4.83
32 Thailand.....ccccoociiiiiii. 4.72
33 Czech Republic ............... 4.67
34 Saudi Arabia ... 4.40
35 Poland .....cocoooviiiiii 4.37
36 Brazil ..o 417
37 China..coooiiiiiiiiic 413
38 Russian Federation ......... 4.08
39 Colombia......cccocceiiiiiiine 4.01
40 Slovak Republic. .3.84
41 MeXiCO .viviiiiiiiiiiie 3.75
42 Kazakhstan...................... 3.69
43 Panama ........cccceeiiinn. 3.67
44 NIgeria.....cooveevieriiiiecann, 3.63
45 Ukraine.......ccccooveiiicanne 3.58
46 Vietnam........ccccooveioienn. 3.564
47 Pakistan.........ccceeiiin 3.51
48 Argentina.........cccccveeeenn.. 3.20
49 Philippin€s........ccceevveenn.. 3.09
50 Indonesia.........ccccoevvienninn. 3.08
BT PerU...ccccooviiiiiiiiiiiien, 2.75
52 Venezuela..........cccccoe. 2.51

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

~

MEAN: 5.00

Number of procedures from the moment the plaintiff files a lawsuit in

court until the moment of payment | 2007

RANK COUNTRY/ECONOMY HARD DATA
T dIreland......cccoooiiiiiiine, 20.00
2 SiNgapore .........cccoceeee. 22.00
3 Hong Kong SAR .............. 24.00
4 Netherlands ...

5 AUSHMa oo
6 Belgium ..o
6 Czech Republic................ 27.00
8 Australia.......cccccoeeeiiennnn 28.00

10 Malaysia .......ccccovevennnn.
10 Slovak Republic ...............
10 South Africa......ccccoevrnn.
10 Sweden ........ccocooeeviinnnn,
10 Ukraine .....cccocvvvviveinnnn.
10 United Kingdom..

27 Israel....ccccociiiiiiiiiiii,
27 Korea, Rep....ccccoovevivinnnnn.
27 Thailand .
31 Argentina.......cccoeeeveenns
31 Canada.......ccccooiiiiiiiain

31 Turkey....
35 Philippines .......cccccceeveiie
35 Russian Federation.......... 37.00

SOURCE: The World Bank, Doing Business 2008
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1.21

1.22

Time to enforce a contract

Cost of enforcing contracts

Number of days required to resolve a dispute | 2007

Cost of enforcing contracts as a percentage of debt | 2007

RANK COUNTRY/ECONOMY HARD DATA

SiNgapore ........ccccceeeeeneennn.
Hong Kong SAR . ..
Kazakhstan ............ccccoeveee

1

2

3

3 Korea, Rep.....ccoooevviiniiin,

5 Finland ... 235
6

7

8

9
10
11
12
13 Hungary .....cccoevvveeiiceeen.
14 UKraine ......cccoovvveeieeieenn
15 Germany
16 AUSEMA oo
17 United Kingdom

18 China oo
19 MeXiCO...uvviiiiiiiiiiiiic
20 Switzerland
27 TUIKEY .ovviiiiiiiici
22 Nigeria ......cccoovviiiiiiiis
23 Peru..cociiiiiiiiiiiiii
24 Thailand .......ccccoooiiiiiiies
25 Chile ...
26 Belgium
27 Sweden ......ccociiiiiiii
28 Venezuela.
29 Netherlands
30 Ireland......occooviiiiiii
30 Spain....cccoociiiiii
32 Slovak Republic

33 Kuwait .o
34 Canada.......ccccooceeeiiiieiiinnn
34 Indonesia.......ccociiiiiinins

36 Argentina.........ccceeeieenenn.
37 Malaysia ....cccccooviiiiiiine
37 South Africa.. .
39 United Arab Emirates......... 607
40
41
42
43
44 Poland........cccccooiviiiiiiin 830
45 Philippines .......ccccceviinenne 842
46 Pakistan ... 880
47 Israel..cccciiiiii 890
48 EQYPt..coooiiiiiiiiiieiie 1,010 I

49 aly.oooiiiii 1,210 I
50 Colombia .....cccccooviiinnnn. 1,346 I
51 India....
nfa Bahrain........ccccoviiiiinn. n/a

SOURCE: The World Bank, Doing Business 2008

The Financial Development Report 2008 © 2008 World Economic Forum

RANK COUNTRY/ECONOMY HARD DATA
1
2
3
4
5 Korea, Rep.....ccoovvvevinnnn. 10.30
6 Finland.......ccooooiviinnn. 10.40
7 Germany......ccoceecienennn. 11.80
8 AUSHNA oo 12.70
9 Hungary.....occcoeevvviveennnn 13.00
10 Kuwait .ooveeeiiiiiiiiic 13.30
11 Russian Federation.......... 13.40
12 Thailand .....ccocoooiii 14.30
13 Hong Kong SAR .............. 14.50
14 Canada......cc.cccevvieviiin,
15 Argentina.
15 Brazil....oocooiiii,
17 Belgium ..oooooovviiiiii,
18 SpaiN...ccoiviiiiiiiiiii
19 FranCe......ccccvveviiiiiiins
20 Singapore
21T TUrkeY ..oooooviiiieeiieee
22 Australia.......cccoooeeeiennn.
23 Switzerland
24 Kazakhstan ..................... 22.00
25 Japan... .22.70
26 United Kingdom............... 23.40
27 Pakistan.........ccccoceiiiinn.
28 Netherlands
29 EQYPt .o
29 Israel.....ccccccooiiiiiiiiiin,
31 Slovak Republic.............. 25.70
32 Philippines .......ccocevvenn.. 26.00
33 United Arab Emirates...... 26.20
34 reland......cocoooiiiiiiiiis
35 Malaysia
35 Saudi Arabia........cccceeienn 27.50
37
38
39
40
41
41 Nigeria
43 Czech Republic................ 33.00
44 South Africa......ccccceevenne 33.20
A5 Peru...ccocoiviiiiiiiiiiiis 35.70
46 Indi@...coooiiiiiiiii 39.60
47 UKraing ......cccocvoeiiiii 41.50
48 Venezuela ... 43.70
49 Panama.........ccccoveieiiiens 50.00
50 Colombia .....cccooeoviiiiins 52.60
51 Indonesia. 122.70
nfa Bahrain.........ccocoeiiiiiiennn n/a

SOURCE: The World Bank, Doing Business 2008



1.23

1.24

Strength of investor protection

Time to close a business

This index assesses the strength of investor protection on a 0-to-10
(best) scale | 2007

RANK COUNTRY/ECONOMY HARD DATA
1 SiNgapore ........ccccccceeeveen. 9.30
2 Hong Kong SAR
3 Malaysia .....cccccoevviriiiiis 8.70
4 Canada........ccooeviiiiiiin 8.30
4 reland.....cccooiiiiiiiii 8.30
4 Israel ..o 8.30
4 United States..........ccceene 8.30
8 South Africa......ccocceeriin 8.00
8 United Kingdom................. 8.00
10 Belgium ..o, 7.00
10 Japan ..., 7.00
12 NOIWay ....cooviiiieiiieeieee, 6.70
12 Peru..occoiiiiiiiiiii, 6.70
14 Colombia .......ccceevvieeiene. 6.30
14 Kuwait .

14 Pakistan ......c.cooeevieiininn, 6.30
17 Chile oo, 6.00
17 Indi@..oooiiiiiiiieiee 6.00
17 MEXICO...ueiiiiiiiiiiiieiiece, 6.00
17 Poland........ccooovviiiiiiinn, 6.00
17 Thailand ....cccooveiiiiiin 6.00
22 Australia........ccccooeveiiiennn 5.70
22 Finland ......cccooviiiiiiiiis 5.70
22 Indonesia........cccoceviiiiinnnn 5.70
22
22 Kazakhstan ...........ccccooe.. 5.70
22 Nigeria ....coooevvieiiiiiiien 5.70
22 Saudi Arabia
22 Sweden .......ccccoeiiiiiiiieinnn 5.70
30 Brazil....ooooooooiiiiiii 5.30
30 France.......cccooiviiiiiiinn, 5.30
30 Korea, Rep.....ccccovvvevnrennn. 5.30
30 TUrKEY .oovviiiiiiiiice 5.30
34 China ..cooocooviiiiiiiee 5.00
34 Czech Republic.................. 5.00
34 EQYPt .o 5.00
34 Germany.......ccccoeeeeiennnnn. 5.00
34 Russian Federation..

34 Spain.....ccccccevieiiieiieee 5.00
40 Argentina.......cccceeeeeneenn. 4.70
40 Netherlands.........cccccoeee. 4.70
40 Panama........cccoceeiieiiiennn. 4.70
40 Slovak Republic................. 4.70
44 HUNGary .....ccccoeveeiveeeieenn 4.30
44 United Arab Emirates........ 4.30
46 AUSHNa .o 4.00
47  Philippin€s ......cccccveeniennn. 3.70
47 UKraine ......cccooeveeieeeenn 3.70
49 Switzerland...........cccooooe 3.00
50 Venezuela ........cccooeviennn 2.70
50 Vietnam ..

nfa Bahrain........ccocooviiiiiennn

SOURCE: The World Bank, Doing Business 2008

Time in years to close a business | 2007

RANK COUNTRY/ECONOMY HARD DATA

T Bahrain......ccocoiiiiii, n/a

2 lreland |

3 Japan ... 0.60 ®

4 Canada.............cccoovevran. 0.80 W

4 SINQapOre .........ccccoeveveenn. 0.80 W

6 Belgium ......c.ocoovereie 0.90

6 Finland........occooiiiiiiis 090

6 NOrWaY .......ocooveviiereriinn 090

9 Australia............cocooveiirnn 1.00 HH

9 SPaIN...cooiiiiiee 1.00 HH

9 United Kingdom................. 1.00 N

12 AUSHHE oo 1.10 HH

12 Hong Kong SAR ................ 1.0 A

12 Netherlands.........cccccccoee. 1.0 A

15 Germany... 120

16 Korea, Rep.......cccccovvvveinnnn 1.50 I

16 United States..........c.......... 1.50

18 China oo 1.70 N

19 Haly oo 1.80

19 MEXICO..c.voviireiieieic 1.80 N

21 France......cccococveveeivieennnn 1.90 N

22 HUNGAry ..o 2.00 =

22 Nigeria ....ccocooveviiiiiee 2.00 .

22 South Africa.......c.cccocerenn. 2.00 .

22 Sweden ... .2.00 .

26 Malaysia .......ccoooviiiininns 2.30 .

27 Panama........ccccoeevieiienn. 2,50 .

28 Thailand . . L

29 Argenting .......ccococeeiienns 2.80

29 Pakistan........cccccooeeeiieinn. 2.80 NN

29 Saudi Arabia.........cccoceeinn. 2.80 N

32 Ukraine ..o, 2.90 N

33 Colombia .....ccccovvviiiinn, 3.00 I

33 Poland.......ccccooiiiiiii 3.00 I

33 Switzerland..........cooeen 3.00 .

36 Peru...cccovviiiiiiiiiiin, 3.10 I

37 Kazakhstan ..o 3.30 I

37 Turkey.... 3.30 I

39 Russian Federation............ 3.80 I
40 Brazil......ccoooiiiiiiii 4.00 I
40 Israel...c..cccooiiiiiiiiiii 4.00 I
40 Slovak Republic ................. 4.00 I
40 Venezuela.......ccccooiiiis 4.00 IS
A4 EQYPL oo 420 N
A4 Kuwait ..o 4.20 I
46 Chile .oooooeiiiiiiii 450 I
47 Vietnam ..o, 5.00 I
48 United Arab Emirates........ 5.10 I
49 Indonesia.......coeeviiiiieiis 5.50 I
50 Philippines .......cccccoviiiiiine 5.70 I
51 |
52 |

SOURCE: The World Bank, Doing Business 2008
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1.25

Domestic financial sector liberalization

This index measures the degree of domestic financial sector liberal-
ization within a country, standardized on a 1-to-7 scale | 2005

RANK COUNTRY/ECONOMY HARD DATA

Australia.........ccooevviiieiis 7.00
....7.00

.7.00
Belgium ....7.00
Canada......cccoevviiiiiie, 7.00
....7.00

.7.00

Austria ....

Bahrain ...

3: Data Tables | Institutional environment

Finland.

France ....7.00
Germany ........cccceeevveeenaenn. 7.00
Hong Kong SAR ................ 7.00
Ireland ....7.00

....7.00
Japan ... 7.00
Korea, Rep.....ccccccevvvveeannn. 7.00
Malaysia ....7.00

Netherlands ....7.00
NOrway .....ccccoevvveeiieiieeann 7.00
SiNgapore .......coccceveveiiin, 7.00
South Africa ....7.00

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

....7.00

—_ Sweden ... 7.00
280 United Kingdom................. 7.00
- United States ....7.00
24 Thailand ....6.63

25 Indonesia......ccccccooviiieinnnn. 6.42

26 Panama.......cccccooeieiinann. 6.29

27 ..6.11

28 .5.87

29 Colombia .... 5.77

30 Switzerland..........c.oocoeen. 5.60

31 Nigeria 5.42

32 Philippines .. .5.19
33 5.18
34 Brazil.....ccooooiiiiii 5.09
35 United Arab Emirates........ 4.78

4.43
3.88

36 Argentina....
37 Saudi Arabia

38 India ..o 3.79
39 Hungary.....ccccooevvieeiinnnn 3.67
40 Slovak Republic ...3.60
41 Kuwait 3.59
42 TUrkey .....coooiiiiiiiiiic, 3.50
43 China .ooooviiiiiiic 3.43
44 Czech Republic ....3.43
45 Poland ....3.39
46 Egypt..coooiiiiiiiiiii 3.37
47 Vietnam ..o, 3.24
48 Kazakhstan .... L2321
49 Pakistan ...3.15
50 Ukraine ......ccoooevviiiiiinnens 2.77
51 Russian Federation............ 2.74
52 Venezuela .........cccooceeeinn. 1.99

SOURCE: Graciela Kaminsky and Sergio Schmukler, 2003. “Short-Run
Pain, Long-Run Gain: The Effects of Financial Liberalization.” IMF
Working Paper 03/34. Washington, DC: International Monetary Fund
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2.01

2.02

Quality of management schools

Quality of math and science education

Management or business schools in your country are (1 = limited or
of poor quality, 7 = among the best in the world)

Math and science education in your country’s schools (1 = lag far
behind most other countries, 7 = are among the best in the world)

RANK COUNTRY/ECONOMY SCORE 1 MEAN: 4.74 7
1 France ..o 6.01 E———
2 Belgium......coooceerircreen 5.97 E—
3 Switzerland .cooooovrrree 5.97 I
4 Canada —
5 Spain .o 5.76 _
6 United States ................ 5.75 ———
7 SiNQgapore.........ccccc...... 5.71 _
8 INdi@ cvoovovoreeee, 5.67 _
9 United Kingdom.............. 5.59 I
10 Netherlands.................... 5.5
11 Finland oo 5.53 ——
12 SWeden...ooooiooooerieeeen, 5.47
13 1reland ..o 5.47 —
14 1STa8l oo 5.46 I
15 Australia ..o 5.42 E—
16 Hong Kong SAR.............. 530 I
17 Chile.. E—
18 Norway _
19 South AFfriCa ........ooveen..... 5.24 _
20 Malaysia ... 522 I
21 AUSHI@. oo 5.17 E—
22 Germany .......ccccccoevennn. 5.11 _
23 Korea, Rep. .coocoovvveeinnn. 5.09 _
24 Argentina........cccoeeiinn 4.94 _
25 Indonesia................... 4.86
26 Thailand.......ccooerricrrrrinn 480 EE——
27 Philippines.......ccocovvvnn.. 4.74
28 Czech Republic ............... 467 E—

29 Colombia......cccccooceveninnnn. 451 I
30 Peru.... I
31 MeXiCo...oooovvreieiiieeaen 4.42 I
32 Poland .......ccooooivviieen. 441 I
33 Maly oo 437
34 TUrKeY.....ooovvveieiiieeie 4.34 I
35 Hungary......cccooiiiiis 4.31 I
36 United Arab Emirates......4.30 I
37 Venezuela........................ 4.24 I
38 Brazil coovoooeoeeeeeeee 415
39 Slovak Republic............... 4.15 I
40 I
41 |
42 Saudi Arabia................... 3.52 I
43 Russian Federation ......... 3.79 I
44 Pakistan.........cccoceeeeennnn. 3.76 I
45 Panama........cccccceeeeneennn. 3.71 I
46 Ukraine..........ccooeveeeeenn.. 3.68 I
47 Bahrain.........cccooeveeeeennnn.. 3.65 I
48 Nigeria.....coceevvvvieeeinnnnn. 3.64 I
49 China..ooooovoooeeie. 3.62 —

50 Kazakhstan................. 3.53 I
51 Egypl..ccoiiiiiiiiiii 3.49 I
52 Vietnam.........cccocoeeiieeinenn. 2.97 IS

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

RANK COUNTRY/ECONOMY SCORE
1 Singapore ........cccceeeeees 6.34
2 Belgium.....cccoiiiiiis 6.29
3 Finland.......cccooviiiiiin, 6.17
4 Hong Kong SAR .5.85
5 Switzerland ... 5.72
6 France .......ccociviiiiis 5.71
7 Czech Republic ............... 5.53
8 Korea, Rep. ..coccovvviinnnn. 5.46
9 Indid oo 5.38
10 Malaysia......c.cccooeveveiinnnns 5.36
11 Netherlands.........cc.ccc... 5.27
12 Canada ......cccocoeveieeiienn, 5.21
13 Ireland ..o, 5.16
14 Hungary.....c.cocoeevieeiinns 5.12
15 Australia .......ccoooveiiirenne 5.11
16 AUSHMa..ccoiiiiiiiiiiiies 5.06
17 Slovak Republic. .5.05
18 Japan........ccceeeviiiiinen, 5.03
19 Israel .oocooviieiiiiiii 4.94
20 Indonesia........cccccoevveenninn. 4.94
21 Sweden......cocoeiiiis 4.81
22 Germany ........ccceeeeeenn.. 4.79
23 Russian Federation ......... 4.72
24 Thailand........ccoccooeiiiins 4.63
25 Ukraine......cccccoovviinicnnn. 4.59
26 United States.................. 4.54
27 United Kingdom .............. 4.54
28 Poland .......ccccooviiiiiinn. 4.52
29 United Arab Emirates......4.52
30 Norway.

31 China..cooooiiiiiiiicc 4.38
32 Haly oo 4.27
33 TUrkey......oooooovvieiiiiiie 4.26
34 Saudi Arabia ... 3.94
35 Spain ..o 3.93
36 Kazakhstan.................... 3.92
37 Kuwait.....ocoooiiiiiii 3.85
38 Vietnam........cccoeeiiiinins 3.83
39 Bahrain ..o 3.78
40 Colombia. .3.78
41 Argentina..........ccccooeeeen. 3.32
42 Nigeria......cccoovviiiiiiinn 3.17
43 Pakistan.........ccceeiiiiis 3.12
A4 EQYPt..cociiiiiiiii 3.06
45 Chile..ooooiiiiiiiiii 3.04
46 Philippines.......ccccceerenne 2.95
47 Panama ........ccceceviieenn 2.92
48 Venezuela.........ccccooeenn. 2.92
49 MEeXiCO .viviiiiiiiiiiia 2.81
50 Brazil ..ccooooieiiiiiiii 2.76
51 South Africa .......cccceee 2.35
52 Peru...cocciiiiiiiiiiiiiis 2.06

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

1 MEAN: 4.41
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2.03

2.04

Extent of staff training

The general approach of companies in your country to human
resources is (1 = to invest little in training and employee develop-
ment, 7 = to invest heavily to attract, train, and retain employees)

RANK COUNTRY/ECONOMY SCORE 1 MEAN: 4.44 7
1 Switzerland ..., 590
2 Sweden......cccccoeceiiiiiannn. 5.80 —
3 JaPaN oo 5.6/
4 Korea, Rep. 5.61 —
5 AUSa....c.ccovviiiiiii, 5.58 _
6 SiNgapore...................... 5.57 —
7 Netherlands.................... 5.52 _
8 GErmany ..., 5.50
9 NOrWaY.......ocoviraiin. 5.43 _
10 United States................ 5.42
11 BeIGIUM o 5.37 E——
12 Finland.....cccoooooooooooorii. 532
13 Ireland ..oooccocceecrececceees 5.18 E—
14 Malaysia.......occooveveeeen.. 5.1 I
15 United Kingdom.............. 5.16 E—
16 Australia ........ccccoovriennnn 5.05
17 South Africa .. .5.02 _
18 18181 ovvoercen 4.97 E—
19 France .......cccocevveiennn. 4.95 _
20 Canada.........ccccooevveenne. 4.94
21 Hong Kong SAR.............. 4.74 —
22 PhilippinesS....cccocvevevennn.. 457 _

23 Indi@ oo 4.56
24 Indonesia.........c............ 457 NE—

25 Czech Republic .............. 4.52 ]

26 Thailand.........cccoricrerrrn 444 E—

27 United Arab Emirates......4.37 INE—

28 Chile ..oooiiiiiiiiiii 4.33 I
29 Slovak Republic............... 4.21 I
30 Brazil ... 4.19 I
3T TUrkeY...oooooiiiiiiiiiie 4.04 I
32 Kuwait...ccoocoooiiiiiiii 4.01 I
33 Spain...ccccoeeeiiiiei 3.97 I
34 Panama ..o 3.89 I
35 Bahrain.....ccccocoviiiiinn, 3.84 I
36 China...ccocoooiiiiiiiie 3.81 I
37 MEeXiCO .vvviiiiiiiiii 3.76 I
38 Poland .....ccccoooiiiiii 3.74 I
39 Colombia......cccccvviienn. 3.69 I
40 Hungary... .3.61 I
41 Argentina..........ccccceeenn. 3.61 I
42 Nigeria......cccoovviioiiians 3.60
43 Saudi Arabia........c..ccc..... 3.56 I
A4 QY oo 3.54
45 EQYPLeeemeeoeeeeeeeereee, 3.54 I
46 Vietnam........ccccooveioienn. 3.53 I
47 PerU..ccccoviiiiiiiiii, 3.47 I
48 Venezuela........c.ccccooeene. 3.46 I
49 Kazakhstan............c..... 3.34 I
50 Russian Federation ......... 3.30 I
51 Ukraine....ccocovieiincen, 3.25 I
52 Pakistan.......ccccccoeviiiinnn. 2.85 N

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

Local availability of specialized research
and training services

In your country, specialized research and training services are
(1 =not available, 7 = available from world-class local institutions)

RANK COUNTRY/ECONOMY SCORE
1 Switzerland ... 5.99
2 United States .................. 5.99
3 Germany ........ccoeevveennn. 5.98
4 Sweden.... .

5 United Kingdom .............. 5.87
6 Japan.......ccceiiiiiiiiens 5.82
7 Netherlands..........c..c...... 5.81
8 Belgium.....ccoooviiiiiiin, 5.73
9 Finland.......ocooviiiiiii 5.71

10 Canada.....cccocoevviiiiiinne 5.68
11 France .....cccoveviicicenne 5.59
12 Israel cooooeviiiiiiiiiis 5.51
13 Korea, Rep. ...occcooeviiins 5.33
14 AUSHNA.cvieiiiicic 5.32
15 Australia ......ccoooviireine 5.20
16 Singapore.........ccccecvene 5.16

g o a b~ b DD DM DS DS DB DD WO W0 WWWWWWWRNRNDNDNDDNDNDDNDNNDN-=2 = =
N - O © 0O N O oM WN = O © 0N o~ WN -2 O O 0N o P WN - O © 0w

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

Hong Kong SAR............... 5.08
Malaysia.....c.cccoovrranennn. 4.99
Ireland ... 4.96
Czech Republic ............... 4.82
[taly .o 4.78
Indonesia..........ccccoeevenen. 4.74
India ..o 4.71
Brazil ..o 4.67
South Africa .....ccoovevinne 4.64
Chile oo 4.63
China ..o 4.38
Argentina.........cccceeeiiiens 4.26
Slovak Republic............... 4.21
United Arab Emirates.....4.14
Kuwait ..o, 414
MEXICO ..oovvviiiiiiiiiiiee 413
Nigeria.......cocoovviiviiienins 4.05
Hungary.....ccooeeiirinn. 3.97
Thailand........ccccooeeiiis 3.97
Philippines ..3.94
Saudi Arabia .......cccceeins 3.88
Panama ........ccccoeceevennn. 3.87
Colombia......cccoovvvieiiinn 3.79
Vietnam .....cccoovvevieiiinnns 3.77
Peru....ccoiiiiiii 3.74
Russian Federation ......... 3.73
Kazakhstan...................... 3.63
Egypt..cooieiiii 3.62
Ukraine......cccooveviininnnn. 3.57
Bahrain........ccccoviiinn. 3.43
Pakistan.........ccccocevinnn. 3.34
Venezuela..........ccccoevn. 3.24
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-
s 205 2.06
3
é Brain drain and ease of hiring foreign labor Tertiary enroliment
w
§ This variable is the average of the results to two Survey questions Gross tertiary enrollment rate | 2006 or most recent year available
‘B in the Survey: Your country’s talented people (1 = normally leave to
@ pursue opportunities in other countries, 7 = almost always remain in
— the country); and Labor regulation in your country (1 = prevents your
é company from employ!ngforeign labor, 7 = does not prevent your RANK COUNTRY/ECONOMY HARD DATA
© company from employing foreign labor) :
©
f;’ RANK COUNTRY/ECONOMY SCORE 1 MEAN: 4.49 7 2 I
i 1 KUWAI e 5,50 — 3 I —
2 United Arab Emirates.....5.60 IEE— 4 —
3 Ireland _ 5 |
4 United States ... E——— 6 —
5 SiNgapore .............cccoo... 5.42 _ 7 ——
6 Finland.........oooooovvooeeeeeee 530 IEEE—— 8 I
7 Norway.......ccccoeeveeiein. 5.37 _ 9 I
8 Switzerland ... 5.35 EE— 10 —
9 Chle oo 534 E— " e
10 United Kingdom ............. 5.23 12 —
11 Indonesia.......cccccooevernnn 5.22 — 13 I
12 Hong Kong SAR.............. 5.18 _ 14 e
13 Malaysia ..o 4.90 NE—— 15 —
14 Netherlands..................... 4.86 _ 16 e —
15 Korea, Rep. oo 482 — 17 United Kingdom............... 59.34 I
16 GOMMANY oo 476 _ 18 lreland...........cccoooviin 58.77 N
17 JAPAN oo 476 E—— 19 e
18 SPAIN coooeeeerre oo 475 IE— 20 I
— 19 SWedeN .o, 4.65 E— 21 I
284 o Bahvain 463 22 . ——_AR
21 Thailand........oooorveeeeee.... 4,60 —— 23 e
22 Canada......oooooieerrnn. 45— 24 e
23 Saudi Arabia — 25 —
24 Belgium... E—— 26 —
25 Czech Republic ... — 27 57—
26 PANAME oo 44— 28 Germany.. ~46.34 E—
27 China.... _ 29 Thailand |
28 Austria.. [ 30 Switzerland..........cccooo 45.80 N
29 Brazil ... E— 31 Panama -_——S¥S§S
30 Slovak Republic............. 431 — 32 e
31 Argentina..........cccceeevennen. 4.29 I 33 —
32 MalY oo 428 E— 34 I —
33 AUSHElia oo 427 — 35 e —
34 Colombia................. 424 E— 36 Hong Kong SAR —
35 France ... 423 E— 37 Bahrain —
36 MeXICO oo 419 I 38 Colombia ...c.ccoooviiieine ]
37 India . 413 I 39 Saudi Arabia.........cccceoenne |
38 151861 oo 411 — 40 Malaysia® —
39 HUNGAMY oo 4.03 E— 41 Philippines I—
40 PEMUeeooo 403 42 MEXiCO....eeviiiiiiiiiiiiis ]
41 TUKEY. oo 407 EE— 43 Brazil..cooooooooeeieee ]
42 Vietnam............ 4.00 EE— 44 —
43 PaKistan............oo.... 3.97 E— 45 —
44 NIGETia.cveeeooooeoroeeeeeeeee 381 I 46 -
45 EQGYPt oo 3.76 47 -
46 Russian Federation ......... 3.71 I 48 -
47 Kazakhstan ................. 3.66 EE— 49 -
48 — 50 Nigeria®.....ccoooovovieeenenn |
49 Ukraine. [— 51 Vietnam' ..o, 947 M
50 South Africa — 52 Pakistan .........ccccceceeiiiiennnn 452 1
51 Venezuela...........ccccooe. 3.26 IS ) o
L SOURCE: UNESCO Institute for Statistics (June 2008); World Bank, World
52 Philippines......cc..ooocovvvvns 3.17 — Development Indicators 2008 (published version); national sources
12000 %2003 32004 %2005 °2007
SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007
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2.07

2.08

Irregular payments in tax collection

In your industry, how frequently would you estimate that firms make
undocumented extra payments or bribes connected with annual tax
payments? (1 = common, 7 = never occurs)

RANK COUNTRY/ECONOMY SCORE 1 MEAN: 5.33 7
1 Sweden. ..., 6.77 _
2 Finland..........ooococvceenren 6.77 ———
3 Singapore........cccc........ 6.67 _
4 Germany .. .

5 AUSa....c.ccovviiiiiii, 6.57 _
6 Australia...........cccc........ 6.57 _
7 United Arab Emirates......6.45 I ——
8 Switzerland .......cccccooooo... 6.45
9 NOMWAY.....ceooooerorrrrereee. 6.42 —
10 Bahrain ..o, 6.4 I
11 Netherlands. ............... 6.40 ——
12 Hong Kong SAR .............. 6.37
13 Canada ..o 6.35 ———
14 lIreland

15 United Kingdom.............. 6.21 EE——
16 Japan.......ccccoooovvvvvvveeeeer.. 6.20 I
17 France.

18 SPaIN ..o 6.04
19 KUWaIt oo 6.03 IE—
20 Chile oo, 6.03
21 Belgium ..o, 5.93 —
22 South AfFCa .cccccooorrrrr. 5.87
23 Korea, Rep. .ccccooveeviennn. 5.68 _
24 Slovak Republic............... 5.55
25 Hungary.........cccccceeenan. 5.54 _
26 Malaysia ....coccooicrrrreerre 5.50 ——
27 Czech Republic .............. 545
28 TUKEY.oovvveeeeeeveeeer. 5.45 I—
29 ISrael coooovereoeeeeeeee. 5.41 _

30 Peru........... .5.35 _

........ 5.26 I

31 United States....

32 Russian Federation ......... 5.15 I
33 Saudi Arabia ... 4.95 I
34 MeXiCO .vvvvviiiiiiiii 4.92 I
35 Haly oo 491 I
36 Panama ... 4.90 I
37 Thailand......cccooiviiiiine 4.71 I
38 Colombia.......c.cccoevvevrnn. 4.70 I
39 Poland ..o 4.64 I
40 China... 4.37 I
4T EQYPt.iooiiiiiiiiiic 4.36 I
42 Brazil ..o 4.35 I
43 Venezuela..........cccocoen. 4.29 I
44 Kazakhstan................... 4.26 I
45 India .o 4.19 I
46 Ukraine.......cccocoevveiiienn. 4.05 I
47 Argentina..........cccceereene 3.93 I
48 Pakistan.........cccoceviinn, 3.34 I

49 Indonesia......ccccccecviiiiinns 3.31 I

50 Philippines......cc.cccooeenn. 3.28 I

51 Vietnam ... 3.15 I

52 Nigeria.......cccoeevieeiieen.. 2.94 IS

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

Distortive effect on competition of taxes and
subsidies

In your country, government subsidies and tax breaks seriously
distort competition (1 = strongly agree, 7 = strongly disagree)

RANK COUNTRY/ECONOMY SCORE 1 MEAN: 4.27 7
1 SiNgapore .....c.cccccoeeevenne 5.67 _
2 Hong Kong SAR............... 5.60 —

3 United Arab Emirates.....5.47 I ——
..5.39 —

4 Chile..c..cocooviiiin,

5 Bahrain.......cccccoeoeiin. 5.26 _
6 Netherlands..................... 5.14 _
7 South Affica ... 5.05 I
8 Saudi Arabia .................. 4.95 E—
9 Finland. ... 49) E—
10 Malaysia.....ocovovvevereenn 4.3 I—
11 Switzerland .........c...... 479 EE——
12 Korea, Rep. .....ccccceevnnnn 4.76 _
13181861 oooorrrccerercen 475 EE——
14 NOTWAY ..o 4.74
15 Australia ..o 472 —
16 Ireland ....oooo.ooovvereeeeee. 4.70 —
17 Sweden.. ...4.66 _
18 United ngdom .............. 4.61 —
19 AUSHMA...ccooiiiieii 4.56 —
20 France ........ccccoceeveinnnn 4.53 _
21 Germany .......cccccoeveeveennn 4.44 —
22 INAONESIA....covveiiiei 4.44 _
23 Haly covooeeoeeeeeeee 4.34 E—
24 Thailand........ccc.ccoevrrrs 43—
25 Japan.......ooccooooorieee 4.32
26 COlOMDIA ..vvrorevvcrrernr 426 EE—
27 Pakistan...........cccccoooovoo. 4.26 I
28 CRINA woooeeeeeeeeeeeeeee 417 —
29 Brazil ..o 4.16 I
30 Belgium. .

31 Canada.......cccoeevienieann. 4.10 I
32 Kuwait....ooooiiiiii 4.06 I
33 Slovak Republic............... 4.06
34 MEXICO ....oovviiiiiiiin 4.02
35 Nigeria.....ccooviviiiiiiinn 3.98 I
36 United States.........c........ 3.98 I
37 Philippines........cc.cooven.. 3.97 I
38 Vietnam.......ccccoevvevieenn. 3.97 I
39 India ..o 3.97 I
40 Spain .. ...3.90 I
A7 TUKeY..oooiiiiiiice 3.86 I
42 Poland ......cccoooveiiiii 3.71 I
43 EgQypt..ccoiiiiiiiiiiii 3.70 I
44 Czech Republic .............. 3.68 I
45 Peru.....cccooiiiiiiiiiii 3.66 I
46 Hungary.......cccooeviiiiennne 3.61 I
47 Kazakhstan...........c.c...... 3.55 I
48 Panama .........ccceveiniis 3.44 I

49 Russian Federation ......... 3.15 I

50 Argentina........c.cccoceenenn. 2.82 IS

51 Ukraine......cccoceeviiiann. 2.79 NN

52 Venezuela.............cooo. 222 Em

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007
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2.09

2.10

Corporate tax rate

Quality of overall infrastructure

The top tax rate on corporate income | 2006

RANK COUNTRY/ECONOMY HARD DATA
1 Bahrain.......ccooviiiinns 0.00
1 Kuwait...

1 Saudi Arabia.....

1 United Arab Emirates......0.00
5 lreland ..o 12.50
6 Hungary......ccooeeveeiinns 16.00
7 Chile .o 17.00
8 Hong Kong SAR............ 17.50
9 Poland ... 19.00
9 Slovak Republic............. 19.00

11T EQyptcciiiiiiis 20.00
11 Singapore.........cccceeee 20.00
11 TUrKeY oo 20.00
14 Canada......ccccccvevveeennen. 22.10
15 Czech Republic ... 24.00
15 Russian Federation ....... 24.00
17 AUSHMa .o 25.00
17 Switzerland ........ccc........ 25.00
17 Ukraine......cccocveenieanen. 25.00
20 Finland.....ccocoiiiiin. 26.00
20 Netherlands............c...... 26.00
22 Germany .......ccoceeerenn. 26.40
23 Malaysia.......ccccooienninne 27.00
24 Korea, Rep. ..coovvvveeennn. 27.50
25 Mexico ..

25
25
28
28
30
30
30
30
30 Nigeria......cccocoooiviinn.

30 Panama ..o
30
30
30
39
39
39
39
43
44 Brazil ..o
44
44
47
47
A7 SPaIN ceoveeeeeeee
47
51 Pakistan.

52 Vietnam......coccoovvviiiins

SOURCE: Heritage Foundation, 2008 Index of Economic Freedom

General infrastructure in your country is (1 = underdeveloped,
7 = extensive and efficient by international standards

RANK COUNTRY/ECONOMY SCORE
1 Switzerland ... 6.71
2 Germany . .6.62
3 Singapore.......c.ccccceeene. 6.62
4 France ......cccccooeveeieeann. 6.48
5 Finland.......ccccooiiiiiis 6.42
6 AUSTNA...coiiiiiie 6.27
7 Hong Kong SAR............. 6.23
8 United States .................. 6.06
9 Sweden.....ccocvoeiiiiinin. 6.03
10 Canada.......cccocoevveviinnn. 5.97
11 United Arab Emirates......5.96
12 Belgium....ooooooiiiiiiin, 5.94
13 Japan.......ccceeveeiiiiinenn, 5.93
14 Netherlands..................... 5.85
15 Malaysia.. .5.69
16 Korea, Rep. ..cocccoovvviiiis 5.59
17 United Kingdom .............. 5.54
18 Australia .......ccooeveviiene. 5.43
19 Spain coocviieiice 5.33

20 NOrway........cccooveveveiinnnnn 5.31

21 Thailand......cccooeeriiiinn, 5.09

22 Israel ..cccooooveiiiiiiiiiiie, 5.02

23 Chile .o 5.01

24 Bahrain......cccccooeiiiienn. 4.94

25 Kuwait..

26 South Africa

27 Czech Republic ............... 4.37

28 Saudi Arabia .

29 Panama.........cccceevieeninn. 4.24

30 Hungary.......coceoiiiiinne 4.20

31 Ireland .o 3.91

32 Slovak Republic............... 3.86

33 TUKeY..oooviiiiiiiieic 3.73

34 EQypt...cccooiiiiiiiiiiii 3.68

35 China...cccoooiiiiiiiiii 3.59

36 Htaly oo 3.48

37 MEXICO .ooovvieiiiiiiiii, 3.45

38 Pakistan... .3.44

39 Kazakhstan..........c.cc...... 3.43

40 Ukraine......c.ccooeveiiininnns 3.15

A1 Indi@ oo 3.11

42 Argentina.........ccccoooeenn. 3.10

43 Russian Federation ......... 3.02

44 Poland .......c.cccooeviiiiiie 2.83

45 Colombia.......ccccooeviiinn. 2.83

46 Vietnam........cccoeevininn 2.80

47 Brazil ..o 2.69

48 Philippines.......cccccvvreinnn 2.64

49 Indonesia.......cccooeiiienn. 2.60

50 Peru.....ccccoveviiiiiiiiiiinn 2.50

51 Venezuela 2.49

52 Nigeria.....ccooviiiiiicinann. 2.35

MEAN: 4.52

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007
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2.11

212

Quality of telephone/fax infrastructure

Internet users

New telephone lines for your business are (1 = scarce and difficult to
obtain, 7 = widely available and highly reliable)

RANK COUNTRY/ECONOMY SCORE 1 MEAN: 6.05 7
1 Switzerland ............... 6.5
2 Finland. 6.8/ ——
3 Germany ..o, 6.83 _
4 SiNgapore..........cccccoe.... 6.82 _
5 Sweden........inn, 6.80
6 JADAN.ooeeeveeeeeeeeeere 6.79
7 Hong Kong SAR.............. 6.78 E—
8 France ..o 6.70 I
9 AUSHI v 6.76 ——
10 NOMWaY ..o 6.73
11 Netherlands................... 6.72 —
12151881 ovvovie 6.60
13 Canada ..., 6.60 E——
14 Belgium ..., 6.6/
15 United Arab Emirates......6.57 _
16 United Kingdom .............. 6.55
17 Chile woooericcccciiccieeees 6.52 —
18 Slovak Republic............... 6.49
19 United States ................ 6.45 I—
20 Hungary.....ccccoevevenn... 6.42 _
21 Korea, Rep. .cccoovevrnnn. 6.37 _
22 Czech Republic ............... 6.35
23 1IN cvvooeeeee 6.25 I
24 EQYPtereivooooeiooeeesen, 6.20 _
25 Australia . 620
26 Bahrain........cccccocccceen 6.17 ——
27 Malaysia..........ccccoorvvennee. 6.10
28 —
29 ——
30 TUTKEY.ovveooveoeeeere 6.03 _
31 Colombia.......cccoocorven.n. 6.00
32 Brazil oo 5.95 I
33 KUWait. oo 5.97 I
34 Panama.........cccceieeinn. 5.91 I
35 POIU.ieoooeooeeeoeel 5.89 I
36 Saudi Arabia ... 5.76 I
37 MEXICO ..oovviiiiiiiiiii, 5.70 I
38 Vietnam... .5.57 I
39 Haly oo 5.50
40 CNiNA .oovooooe 5.49 I
41 Argentina.......cccceeveveenane 5.48 I
42 reland ......ococoeiviiiiiei 5.47 I
43 Philippines........ccovvveire... 5.45
44 Pakistan........ccccccoeiiiiins 5.31 I
45 Venezuela...........ccccocoen. 5.22 I
46 NIgeria.....coooeeviviieiieenn, 5.06 I
47 Indonesia......cccccoeiiiiinnn 5.03 I
48 Kazakhstan...................... 5.03 I
49 Russian Federation ......... 4.99 I
50 South Africa .................... 4.77
51 Poland. 4.68 I
52 Ukraine.......cccoovveeiiennn. 4.65 I

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

Internet users per 100 inhabitants | 2006

RANK COUNTRY/ECONOMY HARD DATA
1 Netherlands.................... 85.71 N
2 Norway .. 81.68 NI
3 Sweden ......ccocooeeeeien, 76.97 I
4 Canada..........c.cccceevennn. 76.77
5 Korea, Rep......cccccoeveinnnn. 71.11
6 United States................... 69.83 I
7 Japan ..o 68.27 I
8 United Kingdom................ 63.16 N
9 SiNgapore ............c.c........ 59.36 N
10 Switzerland...........c.......... 58.07 I
11 Finland ....ocooooveiiii, 55.60
12 Malaysia .....c.cocooveiiiin. 54.23 I
13 Hong Kong SAR .............. 52.97 I
14 ]

15 ]
16 |
17 |
18 |
19 |
20 ]
21 |
22 |
23 ]
24 HUNgary........cccccoeeen.. I
25 Czech Republic I
26 Ireland.......ccccoocovviiiinn, |
27 Kuwait .ooooviiiiiiiii, |

28 Bahrain . |

29 lsrael...cccccooviiiiiiiiiiii |

30 Chile oo |

31 |

32 |

33 Argentina........ccoeveiienns |

34 Ukraine ....cocoooiviiii, |

35 Mexico |

36 |

37 |

38 |

39 |

40 L

41 Venezuela ..o |

42 Colombia ...ccooeevieiiennn. |

43 Thailand ......ccccocvvviiiiis |

A4 Indi@...ooiiiii |

45 China .ooooeiiiiiiiii |

46 Kazakhstan ..o 871 W

A7 EQYPL i 7.95 A

48 South Africa.......cccceevieeens 777 A

49 Pakistan ........ccccoeviiiiiiis 7.64 W

50 Nigeria ....cccooeeviieiiiiiae 595 W

51 Philippines 592 W

52 Indonesia......ccccoceeeviieiiins 469 1

SOURCE: International Telecommunication Union, World
Telecommunication Indicators 2007; national sources
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213

214

Broadbhand Internet subscribers

Telephone lines

Total broadband Internet subscribers per 100 inhabitants | 2006 or
most recent year available

Main telephone lines per 100 inhabitants | 2006 or most recent year

available

RANK COUNTRY/ECONOMY

0 N O ok wWw N =

o o o b~ D DS D DS DD DASEDDWWWWWWWWWWRNDNDNDNDNRNDNDNNRNDN-=2 = 2 28 2 o s s
N = O © 0 N O o B WN - O O© 0 NO OO P WN — O O 0N a s wWwN - O O oo ~NO”a s~ wN - O o

HARD DATA

Netherlands
Korea, Rep..
Finland....
Norway ...

Switzerland..........c..ocoe.
Sweden
Hong Kong SAR ..

Australia
Singapore ...
Germany .........ccoceeeeveeenn...
AUSTIIa .o

Hungary ...
Czech Republic

Slovak Republic................. 5.87
Bahrain ... 5.23
United Arab Emirates 517
Argenting .....ooeoveiinins 4.05
China oo 3.85

..3.74
Malaysia . .3.49
Brazil L2314

MEXICO....coovviiiiieiiiiiic 2.85

Russian Federation............2.03

Venezuela .1.98

17
Colombia ......ccoocoeeiiiin 1.36
Ukrainge .....ccccoovveeiiciiicen, 1.13
Panama... ...1.01
Kuwait' ... ...0.93
Saudi Arabia.........cc.ocoeie 0.87
South Africa........cccoevee. 0.70

....0.61

...0.27
Kazakhstan ..........cccccceeeee. 0.21
INAI .+ 0.21
Thailand' ...0.16
Philippines' . ...0.15
Indonesia’........cccocovevenn.n.. 0.09
Pakistan .......ccccoeviiiiiinnne 0.02
Nigeria' ....oovoveeoiee 0.00

SOURCE: International Telecommunication Union, World
Telecommunication Indicators 2007; national sources
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HARD DATA

Switzerland...........cccoe 66.89
Germany
Canada.

Sweden ...
United Kingdom............... 56.15
France
United States....
Hong Kong SAR
Ireland......ccccooviiiiiinn,

Korea, Rep......ccccovveeiinn
Australia

Belgium
Norway
Israel ..o,

Hungary .....cocoeeveiiiiies

Vietnam' ...

Russian Federation.......... 30.80
Poland.......ccoovviiiiiis 29.81
Czech Republic................ 28.28
United Arab Emirates...... 28.12
China ...
Ukraine ....

Argentina....
Slovak Republic ...
Brazil ..o

Kazakhstan .
Kuwait
MEXICO....veiiiiiiiiiiiiiie
Colombia ...c..ccoovviiiiine
Malaysia
Saudi Arabia

Thailand ...
South Africa......ccccoerenn. 9.88
Peru ..o 8.46
....... 6.57
Philippines .......c.ccccovoenn 4.30
India. ..ot 3.64
Pakistan ..o 3.34
Nigeria .....oooovviiiiiiiei 1.26

Indonesia

SOURCE: International Telecommunication Union, World
Telecommunication Indicators 2007; national sources
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2.15

2.16

Mobile telephone subscribers

Cost of starting a business

Mobile cellular telephone subscribers per 100 inhabitants | 2006

RANK COUNTRY/ECONOMY HARD DATA

Hong Kong SAR
Bahrain ........ccoooeiiiinn.

Czech Republic..............

United Arab Emirates....118.51
United Kingdom............. 116.57
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SOURCE: International Telecommunication Union, World
Telecommunication Indicators 2007; national sources

Cost of starting a business as a percentage of income per capita |

2007
RANK COUNTRY/ECONOMY HARD DATA
1 dreland....ccocooiiiiii, 0.30
2 Sweden....... ..0.60
3 United States.........cccoceeeee 0.70
4 Australia.......cccoceiiiiiiis 0.80
4 SiNQapOre .......cccceevveeeeens 0.80
4 United Kingdom................ 0.80
7 Canada.......ccccoooiiiiiiaannn. 0.90
8 Finland ... 1.00
9 France......ccccoviiiiiiiii 1.10
10 Kuwait oo 1.60
11 Switzerland.........ccocooeie 2.10
12 NOrway .....ccoeeviieiiiiiicas 2.30
13 Hong Kong SAR ................ 3.10
14 Russian Federation............ 3.70
15
16
17 Belgium ...oooveeiieiiiiics 5.30
18 AUSHHA oo 5.40
19 Thailand ... 5.60
20 Germany.......ccccceeeereeennnn. 5.70
21 Netherlands.........cccoceernnn. 6.00
22 South Africa.........cccceeeein. 7.10
23 Japan ... 7.50
24 Kazakhstan ...........ccccce... 7.60

NN
o o1

NN
w0

Argentina..

Brazil......ccooooeiiiiiiii
Czech Republic................ 10.60
MEXICO....oevvieiiiiiiiiii
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SOURCE: The World Bank, Doing Business 2008
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2117

2.18

Cost of dealing with licenses

Cost of registering property

Cost of dealing with licenses as a percentage of income per capita |
2007

Cost of registering property as a percentage of income per capita |
2007

RANK COUNTRY/ECONOMY HARD DATA

1 United Arab Emirates......... 1.50
2 Malaysia
3 Hungary
4 Thailand
5 Australia
6
7
8

9 Czech Republic

10 Ireland....ccccooevviiiiiiin,

11 Hong Kong SAR ............. 21.30
12 Singapore ..........ccccceeeeene. 22.90
13 France......cccoocvviiiiinann, 24.90
14 South Africa........cccceeuen. 30.40
15
16
17
18
19
20
21
22
23
24 Saudi Arabia.........ccccooe..
25 Philippines ...
26 MEeXiCO....oovvvaiieiiainn
27 Sweden .......ccoceiiinn
28 lsrael...
29 Finland.......cccooovviiiiinnn
30 Canada.........ccccoeeiennn.
31 Chile oo
32 Htaly. oo
33 Panama.......cccccceeeiieinnnn
34 Poland.......cccooiiiiiinnn
35 Peru...ccciviiiiiiiiii
36 Korea, Rep.....ccccoveennnn.
37 Kuwait .o
38 Argentina..

39 Indonesia......ccccccoevinnn.
40 Venezuela.........c.........
41 TUrkey ....cooovvioviiiiii,
42 Vietnam ........ccccoeeiennn
43 Egypt .o
44 India...coooiiiii
45 Colombia ......ccceeviiiinnn
46 Ukraine ......cccooovveiiiinnn
47 China .oooviiiiiiici,
48 Pakistan...........cccceeinnn
49 Nigeria ....ccooeeviiiiiiis 1,016.00
50 Kazakhstan ................. 2,129.90
51 Russian Federation.....3,788.40
nfa Bahrain........ccccoviiiiinn. n/a

SOURCE: The World Bank, Doing Business 2008

RANK COUNTRY/ECONOMY HARD DATA

1 Saudi Arabia........cccccoornnnn 0.00

2 Slovak Republic 0.10 |

3 Russian Federation............ 0.30 I

4 Switzerland........................ 0.40 1

5 Kuwait ...ooooovveeiiee 0.50 1

5 Poland......cccooiiiiiiiin, 0.50 1

5 United States..........c.......... 0.50 1

8 ltaly..oooveiieiiieieee 0.60 I

9 Kazakhstan ............cccccoco.... 090 N

10 EQYPL oo 1.00 ®

11 Vietnam ..o, 120 B

12 Chile oo 130 W

13 Canada........c.ccocoeveveveennn, 1.80 M

14 United Arab Emirates......... 2.00 H

15 Venezuela... ||

16 Malaysia ..........c.cocoernan. 2.40

16 Panama........ccccocoeernnn. 240 W

18 Colombia ......ccccovvvvveienan, 250 I

18 NOrWay ....coveviieiiiciee 250

20 Brazil....cccoooiiiiiiiii 2.80 N

20 SiNgapore ...............ccc....... 2.80 N

22 Czech Republic.................. 3.00 =

22 Sweden .......cccooiiiiien. 3.00 .

24 TUIKY ..oovioeiiieeiee 3.10 .

25 Peru.. |

25 |

27 |

28 |

29 United Kingdom................. 410
30 Philippines .......ccccoeeiennn. 4.20 EE
31T AUSTMa oo 450 EE
32 MEXICO....oooviiiiiiiiiiii 470 EE
33 Australia........ccoceeviiieiienn. 490 Em
34 Hong Kong SAR ........cc...... 5.00 .
34 Japan ..., 5.00 N
36 Germany........ccccceeeiieennnnn 5.20
37 Pakistan ..., 5.30
38 France.. 6.10 I
39 Netherlands..........cccceoeen. 6.20 I
40 Korea, Rep.....ccccoeveeneenn. 6.30 N
40 Thailand ........oooeviiiiin. 6.30 I
42 SPaiN...coociii 7.10 .
43 Israel...cccccoiiiiiiiii, 7.50 IS
44 Argentina.......cccceeeeeeieenn. 7.60 I
45 Indi@...coooiiiiiii 7.70 I
46 South Africa......cc.ccceeeeenn. 8.80 I
47 lreland.......ccoooeiiiiiiine 10.20 I
48 Indonesia........ccccceeviin. 10.50 I
49 Hungary .......ccccooiiienne 11.00 N
50 Belgium ...ocoooiiiiiiiiis 12.70 I
51 Nigeria . |
nfa Bahrain.........ccocoeiiiiiiennn

SOURCE: The World Bank, Doing Business 2008
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2.19

2.20

Cost to export

Cost to import

Total official costin US dollars associated with exporting a container,

excluding tariffs and trade taxes | 2007

Total official costin US dollars associated with importing a container,

excluding tariffs and trade taxes | 2007

RANK COUNTRY/ECONOMY HARD DATA

T China oo, 390.00 W
2 Singapore ..416.00
3 Finland .......ccoooovevinnn. 420.00
4 Malaysia .........ccccoco..... 432.00 .
5 United Arab Emirates ....462.00 HEll
6 Pakistan........ccccooeene 515.00
7 NOMWaY .....ccoooriviiie 518.00 N
8 Hong Kong SAR ........... 525.00
9 ISrael . cciieiiiieee 560.00 =
10

11

12

13

14

15

16

17

18

19 Korea, Rep

20 Czech Republic.............. 775.00 .
21 Philippines ........cccvvevens 800.00 NN
22 Indiad....cccooiiiiiiiiiiii 820.00

23 Poland.......ccocooiiiiin. 834.00

24 AUSTIa ..o 843.00

25 Turkey.. ...865.00

26 Netherlands................... 880.00

27 Australia........cccoooiiiiins 930.00

28 Kuwait ...........
29 United Kingdom

]
]
|
|
]
]
| |
|
30 United States................. 960.00 N
31 Hungary.......ccoovis 975.00 NN
32 Japan..........ccceeeieein. 989.00 NN
33 Spain....ccccoeeiiiiiiis 1,000.00 NE——
34 Saudi Arabia................ 1,008.00 NN
35 Slovak Republic.......... 1,015.00 N
36 Nigeria.....coceevvvreeieenns 1,026.00 NEE——
37 France.....cccccoeennn. 1,028.00 NN
38 Ukraine 1,045.00 NN
39 South Africa................ 1,087.00 .
40 Brazil......cccooviiiiiin, 1,090.00 N
40 lreland........cccooeeen. 1,090.00 N
42 Switzerland................. 1,238.00 NN
43 aly.oiii 1,291.00 IS
44 MeXiCO...ovvoviiierinn, 1,302.00 NN
45 Argentina..........cccceo. 1,325.00 I
46 Canada........ccccccee.... 1,385.00 N
47 Colombia ......cccccvvnne. 1,440.00 NS
48 Belgium ...1,600.00 N
49 Russian Federation.....2,050.00
50 Venezuela...................
51 Kazakhstan .
nfa Bahrain........ccocooviiiiiennn

SOURCE: The World Bank, Doing Business 2008

RANK COUNTRY/ECONOMY HARD DATA

1 Singapore ..........cc.c........ 367.00 N

2 Malaysia .

3 Finland.......occooviiiinn,

4 China oo

5 United Arab Emirates ....462.00 HEl

6 Norway.........cccccocveurnnnn. 468.00 N

7 Hong Kong SAR ............ 525.00

8 ISrael....ccoiiiieiii 560.00 NN

9 Sweden .......cocooveveinn 619.00 N

10 Indonesia....................... 623.00

11T PerU.eciiiiiiieiieie 670.00 .

12 Chile oo 685.00 NN

13 EQYPL eovvrorroeeeeeserenen, 729.00 =

14 Korea, Rep........ccccoov.. 745.00 S

15 Saudi Arabia. .758.00 .

16 Germany........cccccoceevnen. 765.00 N

17 Thailand ..o 786.00 .

18 Philippines .......cccccvvvnins 800.00 N—

19 Poland......cccooeviiniinn. 834.00 NN

20 AUSHHA ..o 843.00 NN

21 Panama.........ccocoeenn. 850.00 .

22 Czech Republic.............. 860.00 N

23 Vietnam ..., 881.00 NN

24 India...coooiiiiiiiii 910.00 NEE—

25 Kuwait 935.00 N
26 Hungary .......cccooeveenenn. 975.00 .
27 Spain.....ccocoeeiiiiie, 1,000.00 NEE——
28 Netherlands. ..1,005.00 ——
29 Turkey.....oocoooviiiiinans 1,013.00 .
30 Japan ... 1,047.00 NN
30 Nigeria ....cccoeviviiinn. 1,047.00 N
32 Slovak Republic.......... 1,050.00 NEGEG—_——
33 Ukraine ....cocoooeveiiinnn. 1,065.00 N
34 Australia............c..c...... 1,120.00
35 Ireland.......ccccoceiiinn 1,139.00 NN
36 France.......cccocveerenn. 1,148.00 N
37 United States.............. 1,160.00
38 South Africa.... ..1,195.00 NN
39 Brazil......ccoooiiiiii 1,240.00 NN
40 United Kingdom.......... 1,267.00 N
A1 Naly .o 1,291.00 N
42 Switzerland................. 1,333.00 N
43 Pakistan ........ccccceeie 1,336.00 N
44 Canada.......cccccoevenenns 1,425.00 I
45 Colombia ......cccveeiinne 1,440.00 N
46 Belgium .....cccooiiiiis 1,600.00 N
47 Argenting .......ccccceeen. 1,825.00 I
48 Russian Federation.....2,050.00
49 Venezuela................... 2,400.00 N
50 MexiCO....ccccovviiiiannnn.
51 Kazakhstan ..
nfa Bahrain.........ccccooeiiiiin,

SOURCE: The World Bank, Doing Business 2008
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2.21

2.22

Cost of enforcing contracts

Cost of closing a business

Cost of enforcing contracts as a percentage of claim | 2007

Cost of closing a business as a percentage of the estate | 2007

RANK COUNTRY/ECONOMY HARD DATA
1
2
3
4
5 Korea, Rep.....c.ccccoeoevnnn.. 10.30 W
6 Finland .......cccoooeveieiin. 1040 W
7 Germany.......cccooveennn. 11.80 H
8 AUSHNA .cocovveeie 12,70 W
9 Hungary .......ccccooeveviennn.. 13.00
10 Kuwait ..o 13.30 N
11 Russian Federation.......... 13.40
12 Thailand ..o, 1430
13 Hong Kong SAR .............. 1450 W
14 Canada.......cccoooveeiieiin,
15 Argentina.. .
15 Brazil..c.oooioiiiiii
17 Belgium ....ooooeviiiiii,
18 Spain....ccoviiiiiiiiiein
19 FranCe......ccoccvviiiiiiiiin,
20 Singapore .........cccccccuen..
27 TUrkey....ooooovvvviiiiiiiiien,
22 Australia........cccooeeionnn.

23 Switzerland
24 Kazakhstan
25 Japan.....
26 United Kingdom............... 23.40
27 Pakistan ........ccccoeiiiiiin

28 Netherlands..
29 EQYPt..cooiiiiiiiiiiiie

29 Israel.....ccccooiiiiiiiii,

31 Slovak Republic.............. 25.70
32 Philippines ........ccceeeveennnn. 26.00
33 United Arab Emirates....... 26.20
34 reland......cccooiiiiii,

35 Malaysia ...
35 Saudi Arabia.........cccceeeiinn 27.50
37 Chile
38 ltaly.
39 Vietnam
40 Sweden
41 Mexico

41 Nigeria

43 Czech Republic................ 33.00
44 South Africa........cccoeveine 33.20
45 Peru...occoviiiiiiiiii,

46 India....cooiiiiiiiii
47 Ukraine .....ocoooviiiiiiii
48 Venezuela..........cccccoo....
49 Panama........ccccoeeeiiennnn.
50 Colombia .....cccccooviiinnnn.
51 Indonesia..
nfa Bahrain........ccccoviiiiinn.

SOURCE: The World Bank, Doing Business 2008

RANK COUNTRY/ECONOMY HARD DATA
1 Colombia .....ccooovvviiiiiin 1.00
1 Kuwait .

T NOrway .....cccovvvveiiieen 1.00
1 Singapore .......ccocceeeeeennn 1.00
5 Belgium ..oooooiviiiiieiiiee 4.00
5 Canada.......cccccevviiiiiiiinnn, 4.00
5 Finland ..o 4.00
5 Japan ... 4.00
5 Korea, Rep....ccccoovvevviennnnn 4.00
5 Netherlands...........cccov.. 4.00
5 Pakistan ........cccoooieiiiiin 4.00
5 Switzerland.......c..cccooeo 4.00
13 United Kingdom................. 6.00
14 Peru..cccooioiiiiiieiieece 7.00
14 United States.
16 Australia........cccoeeiieiinennn, 8.00
16 Germany.......ccceeevveeeneenn. 8.00
18 France......ccccovvvvvvieeinanne, 9.00
18 Hong Kong SAR ................ 9.00
18 Indid..cooviiiiiiiiiiice, 9.00
18 lreland......ccccoovviiiiiiiinn, 9.00
18 Russian Federation............ 9.00
18 Sweden .....cocooiiiiiiiin, 9.00
24 Argentina.......ccccceeeeinnnn. 12.00

24 Brazil....
26
26
26
26
26
26
26
33
33
33
33
33 Panama
33 Slovak Republic .
33 South Africa........cccccooee
40 China ..cooveiiiieiice
40 EQYPt..cooiiciiiiiiiii
40 Maly..oooooiiii
40 Nigeria .....cccoovveeiiiieeai.
40 Poland.......cccooveiiiiiiinns
40 Saudi Arabia.........c.cccceene
46 Israel ..o
47 United Arab Emirates....... 30.00 I

48 Thailand ........ccoooveeiein 36.00 I
49 Philippin€s .....cccoovvveiinnn 38.00 I
49 Venezuela ..o 38.00 NN
51 Ukraine
n/a Bahrain

SOURCE: The World Bank, Doing Business 2008
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>
s 3.01 3.02
&
= Change in real effective exchange rate External vulnerability indicator
c
E Average percentage change in real effective exchange rate from The external vulnerability indicator is the sum of several measures
—_ year to year over the period 2002-06 of external exposure as a percentage of foreign exchange reserves
3 2006
K
< RANK COUNTRY/ECONOMY HARD DATA RANK COUNTRY/ECONOMY HARD DATA
_(Dc_ 1 Argentina I 1 Australia......cccocooveeeeeen.,
i 2 South Africa. L 1 Austria ....
3 United States L 1 Belgium oo
4 Bahrain..........ccccocoeean. I 1 Canada.........cccoccoveeireneee
5 Hong Kong SAR............... -4.10 I 1 Finland ..o
6 Saudi Arabia..................... -4.04 L 1 France ..o,
7 | T GErMaNY c.ooooveeieeiiieie
8 | 1 Hong Kong SAR........ccc.c.... n/a
9 L 1 dreland ..o n/a
10 L T Haly o n/a
11 | 1T Japan ..o n/a
12 . | 1 Netherlands .............cccco...... n/a
13 Germany .........ccccoceevene.n -0.82 ] T NOrWay ....o.ooveveeiiiee n/a
14 Vietnam [ ] 1 Singapore.......ccoceevvveicenas n/a
15 India... ] 1 Spain....
16 United Kingdom . 1 Sweden
17 Venezuela ........c.cccocoeeenen. 0.04 \ 1 Switzerland ........ccocoiiviinnne n/a
18 MEXICO..ocviiriiiiiiiiiiiis 0.14 | 1 United Kingdom..........ccce.. n/a
18 Ukraing ......cccoovvieiiiis 0.14 I 1 United States
20 Pakistan ............ccccccoevevenann. 0.24 | 1 Russian Federation.......... 15.40 W
- 21 AUSHIE oo 0.38 1 21 Malaysia ........cccooveeven.n. 2110 W
294 22 Poland.........cccoovoniiieiiriin. 0.62 ] 21 Pakistan ..........cccoovvirnnnn. 21.10 M
- 23 Colombia ..........cccccevevnen. 0.72 | |
24 SWEEN ...ocoviiiieiei 0.78 L} |
25 France.... ..0.86 L L
26 Finland .......cccocoovvieiinnn 1.48 | |
27 HUNQary .......ccoceeeiicae 1.58 | |
28 Netherlands .. .1.92 L L
28 Switzerland..........ccooceeinn. 1.92 [ |
30 Belgium ..o 2.50 | |
31 SiNgapore .........ccccoeceeeine. 2.74 L] |
32 Thailand ......cccoeiiiiiin 2.96 ] |
33 Canada......ccccceovenieeen 2.98 | 33 Korea, Rep.....ccccoovveiins 56.50
34 SPain....cccoiiiiiiiii 3.78 | 34 South Africa.......c.ccccene. 61.80 NN
35 NOrway ......ccoccovvieiiieae 3.94 | |
36 Ireland........ccccoeiviiiiiinn 4.00 I |
37 Philippines .......cccccevieinn. 414 I ||
38 | ]
39 ] ]
40 Korea, Rep.....ccccoovvvvveeennnn. 4.48 ] |
41 Czech Republic.................. 4.64 | 41 Kuwait ..o 90.40 NN
42 Australia........ccccooeiiniann. 4.80 L] 42 Slovak Republic.............. 93.10 N
43 TUrkey......ooooevivieiiiiieeen 6.22 [ ] 43 Kazakhstan ..........cccccoeee 98.00 NN
44 Russian Federation............ 6.36 I 44 Israel.......ccccooiciiiiinn. 126.20 I
45 Slovak Republic................. 6.98 L] 45 Argentina.......cccceoeiienns 145.10 I
46 Indonesia........ccccceeiiiannn. 7.78 | 46 TUurkey ......coovvvvieiiiennn, 149.40 I
47 Brazil....cccooviiiiiii 9.02 ] 47 Poland.......cccooeveiiinn. 167.20 I
n/a Kazakhstan...........cccocenne n/a 48 United Arab Emirates....208.90 I
nfa Kuwait.......cccoooiiiiiiiiie n/a 48 Hungary ..o 259.90 I
nfa Nigeria ........ccooiiiiiiiinane n/a 48 Bahrain 263.30 I
nfa Panama........ n/a 48 Panama 265.80 I
n/a United Arab Emirates .......... n/a nfa Nigeria ....cccoocovvriiiiiiiii n/a
SOURCE: Moody's Statistical Handbook (May 2007) SOURCE: Moody's Statistical Handbook (May 2007)
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3.03

3.04

Current account balance to GDP

Dollarization vulnerability indicator

Current account balance to GDP provides an indicator of the
difficulty a country might have in mobilizing the foreign exchange
necessary for debt service | 2006

This variable measures the risk of payment crisis and default
originating from the presence of a large amount of dollarization in
the domestic banking system | 2006

RANK

W N OO WwN =

a A B B DS DS DS DD DWW WWWWWWWWNNRNDNNNDNDRNN-=S = =2 2 22 o s
O © 00 N O O WN = O © 0 N oo b WN = O O NNOOOAaPRWN = O OO0 ~NO” o ~NDN-—= O ©

COUNTRY/ECONOMY HARD DATA
Kuwait ..o
Saudi Arabia

Singapore

United Arab Emirates...... 22.60
Malaysia .......ccoevveeiinnennn 17.10
NOrway .......cccoevvvviiraeinns 16.70
Switzerland...........ccooee. 15.30
Venezuela .........coceeeins 14.90
Bahrain ..o 12.80
Netherlands .............cco...... 9.90
China .o 9.80
Hong Kong SAR ............... 9.30
Russian Federation............ 9.30
Sweden ..o 7.40
Finland .

Israel ..o, 4.90
Germany ......ccccoeeeveeveeneanns 4.70
Philippines .......cccccovviiins 4.30
Argenting ........cccccoiieis 3.80
Japan ..o 3.80
AUSTIA o 3.70

....................... 3.60

Thailand ..

Brazil.....cccoooiiiiiiiiii 1.30
Vietnam ..o 0.70
Korea, Rep.....cccccovviinnin, 0.60
Kazakhstan ..........c.ccoen 0.30
MEXICO.....oooiiiiiiiiiiiiii -0.20
UKraing ......cocoovveiiiiics -1.60
France......cccoccviiiiiiiii -2.00
[taly o -2.00
Colombia

Poland

Ireland
India...cooiiiiiiiii
United Kingdom................ -3.40
Pakistan ........ccccoiiiiii
Czech Republic

Hungary ..o
South Africa

Spain.
Nigeria ...ooooooveviiiiiiii

SOURCE: Moody's Statistical Handbook (May 2007)

RANK COUNTRY/ECONOMY HARD DATA
1 Australia
1 Austria ..
1 Belgium
T Brazil..oooooiiiiiii 0.00
1 Canada......ccccooeviviiiiiin, n/a
1 Colombia .....cooovviiiiiin, 0.00
T Finland ..o n/a
T France......ccooiiiiiiiiiiiiiinn, n/a
T Germany ....ccccoeevveveeeeieeennn.. n/a
1 Hong Kong SAR........c.ccce.e. n/a
T Ireland.....cccooiiiiiiiiii, n/a
1
1
1
1
1
1
1
1
1 United Kingdom..........c....... n/a
1 United States..........ccocoovenn.n. n/a
22 Venezuela...........cc...... 1.30 1
23 South Africa.........cccoceeenn. 520 W
24 Indiad...cooiiiiii 7.10 #
25 Mexico .7.90
26 Russian Federation.......... 12.30 EE
27 Argentina........ccoceiieinn 17.00 NN
28 Pakistan.... 23.40 I
29 Kazakhstan ...................... 24.80 NN
30 Indonesia.......ccccccceeeinn. 34.10 I
31 Philippines ......ccccccoeriin 46.00 N
32 Ukraine ....ccoovvviiiiiiin 53.60 I
33 Peru..coceeiiiiiiiicii 60.50 N
34 Vietnam .......cccovveieenn. 70.00 I
35 EQYPt .o 79.20 I
n/a Bahrain........ccccocoeiiiin. n/a
nfa Chile......ccoooiiiiiiiiiii n/a

n/a China..
n/a Czech Republic.................... n/a
nfa HuNgary .......ccooevviiiiiins
nfa Israel.....coccoviiiiiiiiiiiin,
n/a Korea, Rep......ccooovviiiiiniins

nfa Kuwait........cooooiiiniiiien,
nfa Malaysia.........cccccoriaiiniannn
nfa Nigeria ......ccoovviiiiiiiiiinns
nfa Panama..........ccceiiiiniins
n/a Poland.........ccccooiiiiiiin
n/fa Saudi Arabia....
n/a Slovak Republic ................... n/a
nfa Thailand ..........cccooiiiiiins n/a
n/a
n/a

SOURCE: Moody's Statistical Handbook (May 2007)
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3.05A

3.05B

External debt to GDP (developing economies)

External debt as a percentage of GDP | 2006

RANK COUNTRY/ECONOMY HARD DATA

1 Saudi Arabia....................... 9.60 I

2 China ..

3 India...ccoiioiiiii |

4 Kuwait |

5 Brazil....c.cccocooviieeiin. |

6 Mexico |

7 South Africa I

8 Venezuela |

9 EQYPt .o |

10 Pakistan |

11 Korea, Rep....cccccovvvvenn.. 28.30 NN

12 Colombia |

13 Thailand ..o, |

14 Peru....ccocovveiiiiiiiii, |

15 Russian Federation. I

16 Chile .o, |

17 Malaysia |

18 Vietnam .....cccovvveiiiiinn, ]

19 Indonesia I

20 Czech Republic................ 41.10 N

21 Ukraine .....cccoovvvviiiiies 46.40 NN
22 Poland......cccccoociiviiiiin 49.20 N
23 Philippines .......ccccceoiennn 50.30 I
24 Argentina...........cc.cc...... 51.00 I
25 Turkey.... 52,60
26 United Arab Emirates......53.00 N
27 Slovak Republic............... 53.20 I
28 Panama.. . I
29 Israel....cccccoceviiiiiiiin,

30 Kazakhstan ...................... 66.00 I
31 Bahrain .....ccoooiiiii 74.50 I
32 Hungary.....cccccoeeviinnn. 98.60 NI
nfa Nigeria ......ccccooveveiiiiiiianns n/a

SOURCE: Moody's Statistical Handbook (May 2007)

Net international investment position to GDP
(advanced economies)

Net international investment position as a percentage of GDP | 2006

RANK COUNTRY/ECONOMY HARD DATA
1 Switzerland.................... 121.30 L
2 Singapore I
3 NOMWaY ..o L
4 Japan .......ccccceeeieeiennn L
5 Germany........cccccoceevenn. |
6 Netherlands L}
7 France.........cccceceeeiiin 4.80 1
8 Finland ........ooovviiiiin. -12.20 |
9 Canada........c.ccccocovvevennn -12.60 u
10 Sweden .......cccceevveinn -18.50 |
11 . |
12 United Kingdom............. -21.90 o
13 Australia.......c...ccccoevven. I
14 SPain...cooiiiiici I
n/a Austria ....
nfa Belgium ...
n/a Hong Kong SAR...........c...... n/a
nfa Ireland........c.ccoooeieiiiniiinnnn n/a
nfa ltaly ..o n/a

SOURCE: Moody's Statistical Handbook (May 2007)
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3.06

3.07

Activity restrictions for banks

Entry restrictions for banks

This index measures the degree to which banks are allowed to
engage in fee-based activities rather than more traditional interest
spread-based activities | 2006

RANK COUNTRY/ECONOMY HARD DATA
Indonesia.........cccooviiiiens 16.00

Chile ....
Thailand

Argentina........ccccoeeinnis

Hungary .....cocccoevvviieennn

Korea, Rep......ccccoeveininn
Malaysia .........ccccevveenrnnn
Panama........ccccccoeiiieiinn
United States. .
Australia.........cccoooeiiiis

0 0 0 0 W 0 00~ B B BN WN —

o O 00

Bahrain ..o

o]

Kuwait ..ooooeiiiiiiicie

(e}

SiNgapore .......cccccceeeeenee
South Africa........cccoeene
Sweden ...
Brazil.....oocoooiiiii 9.00
Finland ..o, 9.00
France......cccccoviiiiciiinn, 9.00
Canada.
Poland
Russian Federation............ 8.00

o)

N N NN =
a N NN O

N NN
o o o

Switzerland.

N
©

AUSTIA coviei e .

Belgium ..o 7.00
Germany .......cccocoeieeienn, 7.00
Ireland.......ccoovviiiiiiiiis 7.00
Philippines .......cccccoeiiinne 7.00
SPaIN. et 7.00
Netherlands ............cccoce. 6.00
MEXICO...cviviiiiciiieic 5.00
United Kingdom................. 4.00

22222 WWWNNNNN
PO NS NS NN IRG JRS I 2o S 2 S ¢ B ¢ B 05

Kazakhstan..........ccccooeiiiiin

3 3
o o

NIGEeria ...ooovveeiieciiciieeie
NOrway ......ccccovvriiiiiii

s
Q

Pakistan ......ccccccooviiiiiiiis

2 2 2 2
[N )
czg
~ 5 g
3 ~ <
2 0 9
8~<7v
P
)
]
o C
SN
o

2
)
c
>
3
@
o
>
P
Q
o
m
3
2
3
o
@
®»

Venezuela ..

2
()

Vietnam ..occoooeviviiiiieee

2
[

SOURCE: James Barth, Gerard Caprio, and Ross Levine. 2007. “Bank
Regulations Are Changing: But for Better or Worse?"” World Bank
Discussion Paper, Washington, DC

This index measures the extent of procedures required for opening a

bank and maintaining a banking license | 2006

RANK COUNTRY/ECONOMY HARD DATA
T AUSTra o 8.00
1 Bahrain .. ..8.00
1T Belgium ..o 8.00
T Brazil..oooooiiiii 8.00
1 Canada......ccooeovviiiiiin, 8.00
1 Czech Republic.................. 8.00
T Hungary ... 8.00
1T Indonesia......cccccovvviiennins 8.00
T dreland......ocoooiiiiiiii, 8.00
1 @Y e 8.00
T Kuwait .o 8.00
T Malaysia .....cccoooviiiiiannin 8.00
T MEeXiCO...ooiviiiiiiiiiii, 8.00
T Panama........ccccoovveeiieenins 8.00
1 Philippines ...

T Poland.......c.coooviiiiiiinn,

1 Russian Federation............ 8.00
1 Saudi Arabia..........cc.ocee. 8.00
1 SiNgapore .......coeevecerenns 8.00
1 South Africa.........ccooeeinn. 8.00
1 Switzerland.........ccoovin. 8.00
1 Thailand .....cocooviiiiiis 8.00
1 United Kingdom................. 8.00
1 United States..........ccoco... 8.00

25 Argentina..... ..7.00

25 Australia.........ccooeeiiiiennn. 7.00
25 Finland......ccccoooiiiiiien. 7.00
25

25

25 Netherlands...........cccocoee. 7.00
25 Spain.....ccooiiiii 7.00
25 Venezuela ..o 7.00
33 Germany......cccoceeeveiienann. 6.00
33 India...ccooiiiiiii 6.00
33 Korea, Rep.....cccovvviiicnnn. 6.00
33 PeruU.cciiiiiiiiiiiiici 6.00

33 Sweden .......cccoeiiiiiienn. 6.00
38
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a

n/a
n/a United Arab Emirates .n/a
nfa Vietnam ........cccoooveiiieninn, n/a

SOURCE :James Barth, Gerard Caprio, and Ross Levine. 2007. “Bank
Regulations Are Changing: But for Better or Worse?"” World Bank

Discussion Paper, Washington, DC
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3.08

3.09

Capital restrictions for banks

Official supervisory power

This index is based on different measures of capital regulatory
stringency | 2006

RANK COUNTRY/ECONOMY HARD DATA
1T Kuwait v 9.00 N
1 ....9.00 I
1 Spain....... .9.00 I
4 Babhrain ... ....8.00 I
4 France......ccococeeveeeenennn. 8.00 N
4 ....8.00 N
4 .8.00 I
8 Germany ....7.00 I
8 Indonesia..........cccocoevevennnn 7.00
8 Russian Federation............ 7.00 I
8 Singapore ... ....7.00
8 Thailand ....7.00 I
13 Chile oo 6.00 I
13 Japan ... 6.00 N
13 Philippines ....6.00
13 United Kingdom ....6.00 I
13 United States..........cc........ 6.00 N
18 Argentina ..o 5.00 N
18 Austria .... ....5.00 N
18 ....5.00 I
18 Czech Republic.................. 5.00 I
18 Netherlands..................... 5.00 I
18 Panama ....5.00 I
18 Saudi Arabia ....5.00 I

25 Canada...........ccccooveveiiennn 4.00

25 Finland......cccoooiiiiii, 4.00 I
25 Korea, Rep.. ...4.00 I
28 Belgium .. .3.00 N
28 Poland ....3.00
28 Venezuela ... 3.00 I
31 lIreland ...2.00 .

31 .2.00 .

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a Malaysia

nfa MEeXICO......oooiviiiiiiiiiaii

nfa Nigeria .....ccoovvveiiiiiiieiinn,

n/a Norway

n/fa Pakistan .

n/a Slovak Republic ................... n/a

nfa Sweden ...

n/a Switzerland....

n/a

n/a

n/a

n/a

SOURCE: James Barth, Gerard Caprio, and Ross Levine. 2007. “Bank
Regulations Are Changing: But for Better or Worse?"” World Bank
Discussion Paper, Washington, DC

This index measures the extent to which official supervisory
authorities have the authority to take specific actions to prevent
and correct problems | 2006

RANK COUNTRY/ECONOMY HARD DATA

Brazil ..o

Hungary
Switzerland.
Singapore
Australia........cccccooeiiinis
Ireland
Malaysia ..
Saudi Arabia
United States..........c........ 13.00
Venezuela ..........cccooeen 13.00
Belgium

[N 6 IS NG BN 6 BENS) BRI

-

—

Korea, Rep

w

Bahrain ..o

N N — — — s
O O W 0 W W W w

22 AUSHa .o

22 South Africa

24 Czech Republic....

24 India...ccooiiiiiiii 10.00
26 Poland........ccccocooviiiiiiin 9.50
27 Finland ..o 9.00
27 France.. ....9.00
27 Germany......cccoeeeveieenn 9.00
27 United Kingdom................. 9.00
31 Russian Federation............ 8.50
32 ltaly...

33 Canada

n/a

3333233333
[V « D « D« D « D < < N < <)

Nigeria

2
()

Norway
Pakistan

3 3
[sT )

Philippin€s .......cccoceviiiiiiis n/a

2
()

Slovak Republic ................... n/a

23332
o 00 0 O

2
[«

SOURCE: James Barth, Gerard Caprio, and Ross Levine. 2007. “Bank
Regulations Are Changing: But for Better or Worse?"” World Bank
Discussion Paper, Washington, DC
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3.10

3.1

Private monitoring of the banking industry

Frequency of banking crises

This index measures the degree to which the private sector
monitors the banking industry (higher percentage values indicate
greater transparency) | 2006

RANK COUNTRY/ECONOMY HARD DATA
1 South Africa........ccccocvevenenn. 9.00 N
2 Australia.. I
2 Bahrain ..........ccccocoeeeenn .00
2 Japan ..o 8.00 I
2 MEXICO...oovoiiiiiiiiaie 8.00 N
2 Netherlands ...........c.ccoo.... 8.00 N
2 SiNGaPOre ....c..coocvvveveeennn 8.00 I
2 SPaAIN..ciiieie 8.00 I
2 Thailand ......c.ccoooviieienn 8.00 N
10 Argenting.......cccoocvveiiriins 7.00
10 Brazil....cocooveevoieiieie 7.00
10 France......ccocoooeecceveen, 7.00
10 Germany.......cccccocveeeveennn. 7.00
10 Hungary ....ccooeevvvvcian, 7.00 I
10 Indonesia —
10 lreland......cccooveveiiieie, .00 I
10 Y eovoeeeeee e, 7.00 I
10 Korea, Rep......cccoevvvenrnn. 7.00 N
10 Malaysia ....c.ccooceeirieiinine 7.00
10 Panama.........ccccoernnn. 7.00
10 United Kingdom................. 7.00 I
10 United States...........cc....... 7.00 I
23 Belgium ..o 6.00 I

23 Chile .o 6.00 N

23 Czech Republic. I

23 Finland |

23 Russian Federation............ 6.00 I

23 Sweden .. I

23 Switzerland...........ooceeinn .00 N

30 Peru..coccoviiiiiiiiii, 5.00 I

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a Philippines .........cccocoiiinns n/a

nfa Poland..........cccooceiiiiiiin n/a

n/a Saudi Arabia..........cc.ccooein n/a

n/a Slovak Republic

nfa Turkey .....ccocoveiiiiiiiin

nfa Ukraine ...

n/a United Arab Emirates

n/a Venezuela ..

nfa Vietnam .......ccocoeevieiiiennnn

SOURCE: James Barth, Gerard Caprio, and Ross Levine. 2007. “Bank
Regulations Are Changing: But for Better or Worse?"” World Bank
Discussion Paper, Washington, DC

This variable is calculated based on the number of banking crises
that countries experienced from 1974 to 2003

RANK COUNTRY/ECONOMY HARD DATA
T AUSTra e 0.00
1 Bahrain .. ..0.00
1T Belgium ..o 0.00
T Ireland.....cccoooiiiiiiiii, 0.00
1 Kazakhstan ........cccccceeein 0.00
1 Netherlands.........cccccevrnn. 0.00
1 Pakistan.......cccoccoeviiiiins 0.00
T Poland......ccccooeiiiiiiiis 0.00
1 Saudi Arabia.........cccoeennn. 0.00
1 Switzerland........ccoooeeiin 0.00
1 United Arab Emirates......... 0.00

12 Australia......cccccoeeiiiiniiiis 1.00
12 Canada.......cccoovvviiiiiins 1.00
12 China oo 1.00
12 Colombia ..... ..1.00
12 Czech Republic................. 1.00
12 Finland ... 1.00
12 France.......ccccoevieiiiiiicanns 1.00
12 Germany.......cceceeccoeenanne 1.00
12 Hungary .....cccoceveviiiiieen. 1.00
12 Indi@.cieeiiiiin 1.00
12 Israel..ccoocioiiiiiiiiiiiis 1.00
12 Haly .o 1.00
12 Japan......cccccceeiviiiiiiiiii. 1.00
12 Korea, Rep ..1.00
12 Kuwait .o 1.00
12 NIgeria ...ccoovvveiiieiiiiiieis 1.00
12 Norway .. ..1.00
12 Panama.......ccccoceeveeeiinens 1.00
12 Peru..ccociiiiiiiiiiiis 1.00
12 SiNgapore .......cccceveeenns 1.00
12 Slovak Republic................. 1.00
12 SPaiN..coiiiiicicee 1.00
12 Sweden ......ccoocoocieiiiiis 1.00
12 Ukraine .....cocooevvieiiiiicis 1.00
12 United States........cccceeenn 1.00
12 Vietnam ....oooooevvieiiiiies 1.00
38 Brazil..

38 Chile oo 2.00
38 EgYpt...cccoviiiiiiiiiiieiie 2.00
38 Indonesia........cccocceeeiiennnnn. 2.00
38 Malaysia ......ccccoovviiiiennnn. 2.00
38 MEeXICO...oovvviiiiiiiiiiiiei 2.00
38 Philippines ........ccceeeevvennn. 2.00
38 Russian Federation............ 2.00
38 South Africa........ccccoeeene. 2.00
38 Thailand ....cccocoooviiiii, 2.00
38 United Kingdom................. 2.00
38 Venezuela ..o, 2.00
50 Hong Kong SAR ................ 3.00
50

52

SOURCE: Gerard Caprio and Daniela Klingebiel. 2003. “Episodes of
Systemic and Borderline Financial Crises.” Washington, DC: World
Bank
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3.12

313

Stability Index

Cumulative real estate appreciation

This variable measures the asset quality, capital adequacy, liquidity
and sensitivity to market risk in a banking system | 2005

Percentage average annual appreciation of national real estate
prices deflated with the local GDP deflator for the period 2001-05

RANK COUNTRY/ECONOMY HARD DATA
T oIndia..oie 7.21 —
2 Nigeria .... ....6.62 I
3 Finland.... .6.06 I
4 United States 5.76 N
5 MEXICO...coiviiiiiiieiie 5.73 I
6 Switzerland 5.60 I
7 South Africa .5.50 I
8 5.50 I
9 Ireland.....ccccoecviiviiiiiiin 5.46 I
10 Slovak Republic................. 5.45 I
11 ...5.45 I
12 5.38 I
13 Poland......ccocooivieiiiiien 5.36 I
14 Sweden ......cccooeeevvieiiiiis 5.34 I
15 Pakistan 5.33 I
16 United Kingdom ...5.30 N
17 Singapore ..........cccoceevenen.. 5.27
18 Canada.......cccoovveviiieiiins 5.24 I
19 Netherlands 5.21 I
20 Australia 5.20 I
21 Panama........cccoeevrvennn 5.18 I
22 Germany.......ccccoceoieinennn. 5.12 I
23 Austria .... 5.10 N
24 5.04 I
25 Colombia .....ccovviiiiiinn 4.94 I
26 Chile oo 4.92 I
27 France 4.71 I
28 Argentina 471 I
29 Malaysia ..4.64 IS
30 Hungary ......cccoceoviviin. 4.63 I

31 Venezuela... 4.62 I
32 Kuwait . 4.6 I
33 4 54 I
34 Thailand .........cccooeiiiiinn. 4.48 I

35 4.47 I

36 Czech Republic.... 4.43 I

37 Russian Federation............4.38 N

38 taly .o 4.31 I

39 EQypt ..o 4.30 I

40 Indonesia.... ...4.29 I

41 Belgium .49 I

42 China ...ccooooeieieiieee 4.16 I

43 Korea, Rep.....ccccccoveveieennn. 4.15 I

44 ....3.95 I

45 Brazil ....3.74 N

46 Philippines ......ccccocvviiieann. 3.44 I

47 Kazakhstan ... 2.89 I

48 Ukraine ||

n/a Bahrain....

n/a Saudi Arabia.............cccoco n/a

n/a United Arab Emirates .......... n/a

n/a Vietnam .......ccccooviieiiennnn. n/a

SOURCE: World Bank, Financial Indicators website www.financial-
indicators.org

RANK COUNTRY/ECONOMY HARD DATA
1 ]
2 ||
3 |
4 Indonesia .... |
5 Germany..........ccccoceeenn.. 1
6 Malaysia ]
7 lsrael.... 1
8 Philippines 1
9 Colombia .....c.ccoveviveriinan 5.50 |
10 Thailand .....c..ocooevviveien, 6.10 |
11 Switzerland...............c....... 7.30 |
12 SiNgapore ..........c.ccococoeve.. 8.50 [ |
13 NOrWaAY ...oooveeeeeieee 8.70 ]
14 Czech Republic.................. 9.50 |
15 Netherlands 10.60 |
16 Austria 15.00 |
17 Canada..........cccoovevvvvennnn. 19.60 L
18 25.90 L
19 26.80 L
20 31.30 |
21 32.90 |
22 Hungary ......cccooeeeinn 35.90 L
23 Sweden 36.30 ]
24 Australia 37.30 L
25 Hong Kong SAR .............. 38.00 |
26 lIreland.......ccccooeveiiiiiiins 38.10 I
27 Belgium 42.90 |
28 Spain.... |
29 United Kingdom... |
30 France......cccoooiiviiiiiiis |
31 South Africa |
n/a Argentina
n/a Bahrain
n/a
n/a
n/a
n/a
n/a
n/a
n/a Mexico....
n/a Nigeria ....
n/a Pakistan ..........ccccooiiiiiinn
n/a
n/a
n/a Poland
n/a Saudi Arabia..........cccccoernnn
n/a
n/a
n/a Ukraine ...
n/a United Arab Emirates .......... n/a
nfa Venezuela ..o n/a
nfa Vietnam .......cccceevieniiennnn n/a

SOURCE: Joshua Aizenman and Yothin Jinjarak. 2008. “Current Account
Patterns and National Real Estate Markets.” NBER Working Paper
No. 13921. Cambridge, MA: NBER

The Financial Development Report 2008 © 2008 World Economic Forum



3.14

3.15

Local currency sovereign rating

Foreign currency sovereign rating

This variable measures the probability that a country will pay its local
currency borrowing in a full and timely manner | 2006

This variable measures the probability that a country will pay its
foreign currency borrowing in a full and timely manner | 2006

RANK COUNTRY/ECONOMY

Australia.........ccccoveeiinnins 20.00
Austria .

HARD DATA

France.......ccoociiiiiiiin
Germany......ccccoeeveeeeeenne..
Ireland........cocoviiiiiiiin

- . s a4 s a4 s s
P
0]
=
=
[}
=
)
>
Q
7]

United Kingdom
1 United States. .
16 Belgium ..o,
17 Chile oo
17 United Arab Emirates
19 Hong Kong SAR
20 Japan ......ccccceeeiiiiieiiinnn
2T Haly .o
22 Israel....ccccccoviiiiiiiiii,
22 Korea, Rep.....cccoovvviieenn.
22 Kuwait ..o,
22 Malaysia . .
22 Saudi Arabia...........ccc.......
22 South Africa........cccocoees
28 Czech Republic. .
29 Bahrain .....ccooocoeviiiii
29 MEXICO...ooviiiiiaiiiaiie
29 Slovak Republic
29 Thailand ......cccooeviiiiiin
33 China .ooooveeiiiiiiece
34 Poland.......cccoooiiiiiiis
35 Russian Federation
36 Hungary.......cccoeevveiiinns
37 Kazakhstan
38 Colombia ... .
39 Peru..coviiiiiiii
40 EQYPt.cooiiiiiiiiiiie
A1 Indi@..coiiiii
42 Philippin€s ......cccccoveiiennn. 9.97
43 Brazil......ccocoiiiii 9.91
44 Indonesia......cccccevveireinnnnn 9.56
45 Vietnam ......cccoeeviieiinennn, 9.52
46 TUrKeY ..ooiiiiiiiieiiie 9.13
47 Pakistan ..., 9.01
48 Nigeria .....cccoovviiiiiie, 9.00
48 Panama.........ccccoevieiiiennn. 9.00
48 UKraine .......cccooeveviieiiiinn, 9.00
51 Venezuela ..
52 Argentina.........cccceoeviinnnn 6.00

SOURCE: Standard and Poor’s, “Sovereign Ratings History Since 1975"
(January, 2007)

RANK COUNTRY/ECONOMY HARD DATA

Australia........ccoceeviiiiinans
Austria ...

1

1

1

1

T France.....cccoovviiiiiicnn,
T Germany.....ccccoeecveevneene.
T dreland.....cccoooiiiiiiiie
1T Netherlands ...........cc.......
1
1
1
1
1
1

1 United States..
16 Belgium ..o,
17 United Arab Emirates...... 18.00
18 Hong Kong SAR
19 Japan ...
20 Haly. oo
21 Kuwait ..o
22 Saudi Arabia
23 Chile oo
24 Bahrain ..o,
24 Korea, Rep
24 Slovak Republic
27 China .cooovoiiiiiiiiee
28 Czech Republic
29 Israel....ccccociiiiiiiiii,

29 Malaysia ......cccooviviiiiinn

31 Hungary ......ccccoovieiiennn,

32 Poland.......ccocoiiiiiiiii

33 South Africa........c..ccco......

33 Thailand ........ccccoceeiin.

35 Russian Federation

36 MeXiCO...cooviiriiiiiiiiis

37 Kazakhstan

38 India......

39 Peru...

40 Colombia ...vvoveiieiiiiiiis 9.25
41 Panama.......ccccceeeeeiiiieas 9.00
42 Brazil ..o 8.91
43 Vietnam .....cocoooieiiiiiinas 8.52
A4 TUIKEY ..o 8.13
45 NIigeria ....c.ccooevviviiiiiiis 8.00
45 UKraine ......cccooovieiiiiinis 8.00
47 Venezuela .......cccocvoiiiinn, 7.99
48 Philippines .....c.cccocvvviiians 7.97
49 Indonesia.......ccoeeveiiiiiiiis 7.56
50 Pakistan.........cccocceoviiiiiins 7.30
51

52

SOURCE: Standard and Poor's, "“Sovereign Ratings History Since 1975"
(January, 2007)
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w
£ 401 4.02
o'}
«  Size index Efficiency index
o]
’f_(: This index is an average of scaled indicators measuring the size of Average of the subdimension indexes measuring profitability,
f;“ the banking sector | 2005 efficiency, and competitiveness | 2005
=
RANK COUNTRY/ECONOMY HARD DATA RANK COUNTRY/ECONOMY HARD DATA
1 Hong Kong SAR .............. 10.77 1 United Arab Emirates......6.84 N
2 Canada 2 United States ... I
3 Switzerland. 3 |
4 4 United Kingdom .............. 6.16 N
5 5 Pakistan.............ccccocen.n. 6.03 I
6 6 |
7 Malaysia 7 Germany . I
8 United Kingdom . 8 Malaysia I
9 SpaiN....ccceviieiieeiieee 7.80 N 9 France .....cccoviviiiinann. 5.72 I
10 Korea, Rep.......cccovvveveiins 7.80 N 10 Ireland .....ooooooovveiiii 5.69 I
11 11 Kuwait .o 5.58 I
12 Singapore ... 12 Belgium.....ocooooveveinen 556 I
13 Thailand .....cccoovvveiiiiin 7.35 I 13 Korea, Rep. ..ccoovvvviiiin 5.50 I
14 Israel..cccoccooviiiiiiiiiiii 7.15 I 14 China..ccocoovieiiieiici, 5.49 I
15 Australia 15 Thailand.....ccccooovviirinn 5.45 I
16 Germany 16 EQYPt..coiiieiieeiiee 537 N
17 Ireland.....ccooeiiiiiiiis 7.06 I 17 Saudi Arabia.........c.......... 5.36 I
18 Japan ... 7.02 18 Ukraine......cccccoovvviviiiinns 5.35 I
19 Austria 19 Haly oo 5.31 I
20 20 South Africa .......cccceevnne 5.22 I
_— 27 Haly .o 6.34 I 21 Vietnam......ccooveiiininnn, 5.21 I
304 22 FranCe........cocoooveeeeinnnn. 6.31 I 22 TUKEY..ooovoooeeiee 520
- 23 Saudi Arabia ....6.29 I 23 AUSHA ..o 520 I
24 Vietnam 24 SPaAIN oo 5.14 I
25 South Africa.......cccccocvevnann 6.10 N 25 Venezuela............c.c.c...... 513 I
26 Belgium ..o, 6.07 I 26 Panama .........ccceeeennn 5.12 I
27 Kuwait .... ....6.04 I 27 Colombia |
28 Finland. .5.98 I 28 Nigeria..... |
29 5.74 I 29 Hungary |
30 Panama........ccccoeoeieinnn. 5.60 30 Kazakhstan................... 4.89 NN
31 Indonesia.... 5.52 I 31 Canada.....ccccoocieiiiiiine 4.89 I
32 Hungary.. 5.42 IS 32 Slovak Republic. .4.86 I
33 Czech Republic ....5.28 IS 33 Philippines.......ccccceeeeinne 4.77
34 Bahrain ..o 5.10 N 34 Poland ......cccoooiiiiiii 476 I
35 Slovak Republic ...56.09 I 35 Hong Kong SAR.............. 473 I
36 Ukraine .5.03 I 36 |
37 Poland ....4.97 IS 37 |
38 Kazakhstan ... 4.91 I 38 Russian Federation ......... 4.69 I
39 Philippines .....c..ccccveevvieennn. 4.89 IS 39 Australia......ccccooeveeiiiennn. 454 IS
40 Russian Federation............4.85 N 40 Chile ..o, 453 I
41 Nigeria ...4.84 IS 41 Israel .o 4.40 N
42 Pakistan ........cccooeiiniinn. 4.79 I 42 Bahrain ..., 4.33 I
43 Peru..cccociiiiiiiiiiie 4.78 I 43 Netherlands..................... 431 I
44  Colombia .... ...4.73 IS 44 MeXiCO ..ovvviiiiiiiiiiia 4.19 I
45 ..4.47 45 Sweden........cocoveiiiiinn, 4.15 IS
46 Venezuela ..o, 4.37 . 46 SiNgapore .........cccceeeeenen. 4.09 I
47 TUrKeY .....ooovveeiieiiieiee 4.35 I 47 Finland......cccocooiiiiiiie 4.05 I
48 ...4.32 IS 48 Argentina......cccceeveiiinnne 3.91 I
49 Mexico.... ...4.23 IS 49 Czech Republic ............... 3.84 I
50 Brazil.....ccooooiiiiiiiiiii 4.08 N 50 Switzerland ... 3.84 IS
51 Argentina.....c.cooeeeiieennns 3.64 I 51 Brazil oo 3.69 I
n/a United Arab Emirates .......... n/a 52 PEerU...ccccoiiiiiiiiiiiiiiis 3.09 I
SOURCE: World Bank, Financial Indicators website www.financial- SOURCE: World Bank Financial Indicators, available at www.financial-
indicators.org indicators.org; James Barth, Gerard Caprio, and Ross Levine. 2007.
“Bank Regulations Are Changing: But for Better or Worse?" World
Bank Discussion Paper, Washington, DC
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4.03

4.04

Public ownership of banks

Public credit registry coverage

Percentage of the banking system’s assets that is in banks that are
50 percent or more government owned | 2005

RANK COUNTRY/ECONOMY HARD DATA
1 Australia .....cccoovveiiennn, 0.00
1 Belgium... .0.00
1T Canada....ccoccovvvveeiien, 0.00
T Finland.....ccooooiiiiiin, 0.00
T Hungary.....cooooeeviiiieenns 0.00
1 Malaysia.....cccccocvevevieennnn. 0.00
1 Singapore .......ccccceeveennn. 0.00
1 South Africa .......cccoceeee 0.00
T Spain .o 0.00
T Sweden.......ccooveviieenn. 0.00
1 United States.................. 0.00
12 AuStria....cooeeviiiei, 0.01
13 France .....cccovviiiiiiins 0.30
14 Bahrain......ccccocoevieiiienn, 1.00
15 Czech Republic . 2.49
16 Netherlands..................... 4.50
17 Haly o 9.30
18 Venezuela..........cccoeeen. 9.88
19 Switzerland ................... 11.56
20 Philippines.........ccccevve... 12.10
21 Panama ........cccooeeeenns 12.30
22

23

24

25 .

26 Korea, Rep. .c.cocvovvvrnne 18.80
27 Saudi Arabia.................. 19.80
28

29

30

31

32

33

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a United Kingdom

nfa Vietnam .......cccccoeveevinnn.

SOURCE: James Barth, Gerard Caprio, and Ross Levine. 2007. “Bank
Regulations Are Changing: But for Better or Worse?"” World Bank

Discussion Paper, Washington, DC; associated World Bank Survey I

database, available at http://go.worldbank.org/SNUSW978P0

Percentage of adults covered by a public credit registry | 2007

RANK COUNTRY/ECONOMY HARD DATA
T Belgium .o, 57.20
2 China.

3

4

5

6

7

8

9
10
11
12
13 Vietnam ..o 9.20
14 Pakistan......cccccceeeiiiiens 4.60
15 Czech Republic R
16 EQYPt i .
17 United Arab Emirates........ 1.40
18 AUSHHA oo 1.30
19 Slovak Republic ................. 1.20
20 Germany.......ccccceeeereeennnn. 0.70
21 Australia........cccoceeiiiian. 0.00
27 Canada......cccocovvviiiiann. 0.00
21 Colombia .....ccooviiiiiin 0.00
21 Finland ..., 0.00
21 Hong Kong SAR . .
21 Hungary .....cccooevveieenann. .
21 Indid..coiiiiii 0.00
21
27 Israel....cccoviiiiiiiiiiiie .
21 Japan ..., 0.00
21 Kazakhstan ... 0.00
21 Korea, Rep....ccccoevvviiieennnn. 0.00
27 Kuwait .o 0.00
27 MEeXICO...ooviiiiiiiiiiiiee 0.00
21 Netherlands.........c.ccccoceee. 0.00
27 Nigeria ..c..coovvvvvieiiiiieenn 0.00
21 NOrWay .....ccoooveviiiiiienn 0.00
21 Panama.. ..0.00
21 Philippines .......ccocveveiinnnnn 0.00
21 Poland.......ccocoviiiiiiin, 0.00
21 Russian Federation............ 0.00
21 Saudi Arabia.........ccccceeenn. 0.00
271 SiNgapore ..........cccceevveeen.. 0.00
21 South Africa.....cc.ccccoverenn. 0.00
27 Sweden .......cocoviiiiiiinnn, 0.00
21 Switzerland..........ccoocol 0.00
21 Thailand ..o, 0.00
21 Ukraine
21 United Kingdom................. 0.00
21 United States..........ccoco.... 0.00
21 Venezuela.
nfa Bahrain.........ccccooeiiiiin,

SOURCE: The World Bank, Doing Business 2008
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4.05

4.06

Private credit bureau coverage

Credit Information Index

Percentage of adults covered by a private credit registry | 2007

RANK COUNTRY/ECONOMY

HARD DATA

Argentina.........cccoeevveeenn. 100.00
Australia.

United States.................
Germany .......ccocceeeirainnn

ISrael ..o
United Kingdom..............
Netherlands .....................

Hong Kong SAR . .
MEXICO....oeoviiiiiiiiiiiii
Slovak Republic...............
Czech Republic................
South Africa........c..ccoe..

Brazil.....ccoovooiiiii
SiNgapore .......ccceeveieeicnnn
Panama.........cccccooiiin
AUSEA o
Colombia

SPaIN...coooiii 8.30
Hungary ......cccceeeeevieieeenn, 6.90
Philippines ......c.ccccooviienne 5.560
Russian Federation. .

TUMKEY oo 2.70
Pakistan ..o 1.40
Indonesia.......ccccccoeeiiennn. 0.20
Belgium ..., 0.00
China ..o 0.00
France......ccocooiiiiiiciianne 0.00
Nigeria .....cccoovvviiiiiiiiee 0.00
Ukrainge .....cocoeveeiiiiican, 0.00
United Arab Emirates......... 0.00
Venezuela..........ccccooeeenen. 0.00
Vietnam ......ccooveviieniinnn. 0.00
Bahrain........coccoiiiiis n/a
Egypt . n/a
Malaysia.......cccoovririiiiiannns n/a

SOURCE: The World Bank, Doing Business 2008

Indexed value for the amount of credit information available from
either a public registry or a private bureau | 2007

RANK COUNTRY/ECONOMY HARD DATA
T Argentina.......cccccoevveeeens 6.00
1 Austria.. .6.00
1T Canada....cccoocevvivieiiann, 6.00
1 Germany .....ccocooeeeeeein. 6.00
T Japan.....cccccevciieiiiiiiee 6.00
1 Malaysia......cc.coceeeiieennnen. 6.00
T MexiCo ..ooovviiiiiiiiiie 6.00
T Panama.......ccceviiennn. 6.00
T Peru.iiiiiiiii, 6.00
1 Saudi Arabia.........cc........ 6.00
1 South Africa ......ccccoeeee. 6.00
T Spain .o 6.00
1 United Kingdom .............. 6.00
1 United States.................. 6.00

15 Australia .. 5.
15 Brazil .o 5.00
15 Chile..ioiiiiiiiiii 5.00
15 Colombia......ccccooevrienne. 5.00
15 Czech Republic ............... 5.00
15 Finland.......ccooooeiiiiin 5.00
15 Hong Kong SAR............. 5.00
15 Hungary.......ccoeeeeviicine 5.00
15 reland ..o, 5.00
15 Israel ..o 5.00
15 ltaly .. .5.00
15 Korea, Rep. ....cccovvriiinn 5.00
15 Netherlands..................... 5.00
15 Switzerland .5.00
15 Thailand........ccccoooeviiene. 5.00
15 TUrKeY ..o 5.00
31 Belgium....ococoooiiiiii 4.00
31 China .o 4.00
3T EQYpt.ccoiiiiiiiiiiiiiee 4.00
31 France .....ccccoocvviiiiiinn, 4.00
31 India ..o 4.00
31 Kazakhstan.........cccoo... 4.00
31 Kuwait ..o 4.00
31 Norway.

31 Pakistan........cccooeeiienin. 4.00
31 Poland ..o 4.00
31 Russian Federation ......... 4.00
31 SiNgapore.........ccccooceeee. 4.00
31 Slovak Republic............... 4.00
31 Sweden......cccoeiiiiiiinn. 4.00
45 Indonesia.......cccocevieenn. 3.00
45 Philippin€s........ccccevvernn. 3.00
45 Vietnam .....ccccooeviiiiianne 3.00
48 United Arab Emirates......2.00
49 Nigeria......ccoovviiciiiine 0.00
49 Ukraine.......ccoceeviiiiininn, 0.00
49 Venezuela

nfa Bahrain........cccccooeii

SOURCE: The World Bank, Doing Business 2008
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wv
: 501 5.02
-2
c
2 IPO market share IPO proceeds amount
é Percentage of world IPOs (initial public offerings) issued in a given Total IPO (initial public offering) proceeds as a percentage of GDP |
) country as measured by US dollars | 2006 2006
©
a
&« RANK COUNTRY/ECONOMY HARD DATA RANK COUNTRY/ECONOMY HARD DATA
1 France.....ccococveveveeenan 31.00 1 Kazakhstan ............c...c....... 4.4 I——
2 China ........ ...18.97 N 2 France............ 3.73 I
3 United States.........c......... 16.78 I 3 Hong Kong SAR ........c....... 3.29 I
4 Japan ......ccooceeeiien 6.90 N 4 Bahrain ........ccccoooeveeerenennn. 2.80 N
5 United Kingdom................. 6.77 R 5 China .coocooveevieeeiieee 1.917
6 Russian Federation............ 6.37 N 6 SiNgapore .........c..ccccoce.... 1.76 N
7 Germany........ccococoeeieeicnn 373 1 7 Russian Federation............ 1.74
8 Brazil....ccoocoooiiiiiiiie 283 W 8 United Arab Emirates......... 1.06 .
9 Maly. oo 271 1A 9 Thailand ..........cooooiiii 1.02 N
10 Hong Kong SAR ... 233 W 10 NOrWaY ..o 0.9c .
11 Korea, Rep....ccccoovevveeennn. 220 W 11 Switzerland..............c........ 0.96 N
12 Australia........ccccoeeieeinn 219 1A 12 AUSHIE ..o 0.8 N
13 Indi@..coceiiiciiiiic 1.76 W 13 reland......ocooooveeeicien, 0.80 mm
14 Netherlands....................... 1.74 1 14 United Kingdom................. 0.78
15 | 15 Saudi Arabia L
16 | 16 Australia..........ccccoccoeennn. 0.77
17 Canada.........cccocoeveveereenns 1.27 1 17 Netherlands...................... 0.71
18 Kazakhstan ..........cccccovne 1.16 1 18 Brazil......ccocoovveviiiiien, 0.71 .
19 NOrWaY c.ooviiiiieiesec 1.11 1 19 Korea, Rep....ccccoevvciininne 0.63
20 AUSHIE oo 1.05 1 20 Philippines ......cccooveevenenn.. 0.58 Il
—_ 21 Saudi Arabia...........c.coco...... 099 1 21 INdi@. .o 0.52
308 22 SiNGAPOIe .....ccoveveieiieiiins 087 1 22 Japan ... 043 W
- 23 Thailand ........ccccoviiiiinnn. 078 1 23 Finland ......cccooiiiiiiiii 0.42 W
24 MEXICO...coeoviiiiiiiieieeine 0.68 1 24 SWEdeN ....cooveveiieie, 041
25 lreland.... 1 25 ltaly... |
26 1 26 Argentina........cccccoeveinennn 037 W
27 1 27 NIgeria ....cccoociiviiiiiacn 037 W
28 Belgium .... . I 28 Germany.. |
29 South Africa.........c..ccoeve. 0.32 | 29 South Africa...........ccccenn. 034 W
30 Finland......cccocooviviiiiiiin 0.32 | 30 United States.........ccccceee. 034 H
31 Poland.......cccccooviiiiiiiiiis 0.32 1 31 SPain...cccooeiiiiiiiee 031 W
32 TUrkeY ....ooooovoovieiiiiece 0.31 1 32 Canada.........c.ccooeeeveennnn. 027 W
33 Argentina......ccccceeeviiieienn. 0.30 | 33 Belgium ..o 0.27 A
34 Philippines .......ccccceoeiine. 0.25 | 34 Poland.......ccocoooiiiiiinn, 0.25 W
35 Nigeria .....ooovvviiiiiiiicen, 0.16 | 35 MeXiCO.....covviiiiiiiiiiiicn, 022 1
36 Bahrain ........ccccoeevveiennn 0.16 | 36 EQYpt .o 021 N
37 Czech Republic.................. 0.11 | 37 TUIKEY oo 021 1
38 Indonesia .0.10 | 38 Czech Republic. |
39 Malaysia ........ccccoevieeneennn. 0.09 | 39 Vietnam .........cccoeeveeeienn. 019 1
40 EQYPt..cooiiiiiiiiiiiie 0.08 | 40 Malaysia ........cccoevveeeieenn. 0.16 1
47 Chile v 0.08 | 41 Chile oo 0.15 1
42 Israel...ccccociiiiiiiii 0.06 | 42 srael....cccoiiiiiiiiii 0.12 1
43 Vietnam ..o, 0.04 | 43 Indonesia.......cccccovviiiiienn, 0.08 1
44 UKraine .....ccocooevveieeeen 0.01 44 Slovak Republic................. 0.05 1
45 Slovak Republic................. 0.01 45 Ukraine ........ccooevvviiiennnn 0.03 1
n/a Colombia........ccccccooiiiiiiine n/a n/a Colombia........ccccooviiiiinnn n/a
nfa Hungary .......cccccooevieiieenn. n/a nfa Hungary .......cccocooevvieeiniennnnn n/a
nfa Kuwait........cccoooviiiiiiiiiann. n/a nfa Kuwait........cccoovviiiieiienn n/a
n/a Pakistan ... n/a nfa Pakistan ..o n/a
nfa Panama..........cccceiiiniins n/a nfa Panama.........ccccoieiiiannn n/a
n/a Peru ... n/a n/a Peru..... .n/a
n/a Venezuela ..........c.cccccoeinn. n/a nfa Venezuela ..........cccccccceeinn. n/a
SOURCE: Thomson Financial SDC Platinum, retrieved December 2007 SOURCE: IPO information from Thomson Financial SDC Platinum,
retrieved December 2007, GDP data from Moody's Investors Service
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5.03

5.04

Share of world IPOs

M&A market share

Number of IPO (initial public offering) issues as a percentage of total
global number of issues | 2006

Dollar value of M&A (mergers and acquisitions) occurring in a given

country as a percentage of total global value | 2006

RANK COUNTRY/ECONOMY

1
2
3
4
5
6
7
8

9
10
11
12
13
14
14
16
17
18
19
20
21
22
23
24
24
26
26
26
29
29
29
32
32
34
34
34
34
38
39
39
39
39
39
39
39
n/a
n/a
n/a
n/a
n/a
n/a
n/a

HARD DATA

United States....
United Kingdom

China .o 9.38
Australia........ccccoeviiiiiinns 8.03
INdi@..c.ooeiiiiic 5.11
France......ccccovviiiiiiiinnn, 4.97
Canada.......ccooeeeiiiiii, 3.55
Germany ......c.ccocceeveveeieenns 3.05
Malaysia ......ccoocvvviiriinnnn 2.77
Hong Kong SAR ............... 2.56
SiNgapore ......cccccovveeiecn, 2.13
Brazil.....ccooiviiiiiii 1.99

NOrwWay ......ccccoovveeivieiieann. 1.35
Russian Federation............ 1.21
Netherlands ............ccoeeee. 1.14
Sweden ..o 1.07
Belgium .....cccoovviiiiii 0.78
.................... 0.71
Saudi Arabia..........cccccooe 0.64
AUSTIA .o 0.57
Switzerland.
Ireland.......ccccoovviiiiii, 0.43
Israel ..o, 0.43
United Arab Emirates.
Philippines .......cccccooeiiinn 0.36
Thailand ... 0.36
TUrkey ...oovviiiiiii 0.36
Finland ......cccooiiiiiii 0.28
Indonesia........cccceveeiennn. 0.28
Argenting ........coceoiieeis 0.21
Kazakhstan ...........cccoceene. 0.21
MEXICO....ovviiiiiiiiiiii 0.21
South Africa.....ccccooeiiviies 0.21
Czech Republic.
Bahrain ..., 0.07
Chile oo 0.07
EQYpt oo 0.07
NIgeria .....cooovvevieiiiiie, 0.07
Slovak Republic................. 0.07
Ukraine ..o 0.07
Vietnam ...occcoovveviiiiiiiin 0.07
Colombia......cccocoeviiiiiie, n/a
Hungary ......ccoovevvieieeii n/a
Kuwait......oooooooiiiiiiiiiis n/a
Pakistan ..o n/a
Panama........ccccoviiiiiiiiiis n/a
Peru........ n/a
Venezuela ........cccccoevveeinennn. n/a

SOURCE: Thomson Financial SDC Platinum, retrieved December 2007

0 N OO WN =

[N
N = O ©

RANK COUNTRY/ECONOMY HARD DATA
United States.........c.........
United Kingdom..
Canada.......cccoeviiiiiii 4.77
France........ccooiiiiincnn. 4.38
Germany ........ccceeevueeeueens 4.10
Japan ... 3.60
SpaiN....cooiii 2.84
Italy o 1.98
Australia.......c.ccoeiiiiiin 1.97
Sweden ..o 1.61
Netherlands ..........cc.oceoie 1.61
Russian Federation............ 1.14
INdia..coooiiiii 1.07

a A~ b A B DD DA DD DWWWWWWWWWWNDNNDNNDNDNDNDNDDNDDN-=2 =2 2 2
O © 00 N O O WN = O © 0 N o WN = O © o0 ~NO”adh wWwN - O O oww~No o b~ w

Hong Kong SAR ................ 0.73
Brazil.....cccooooiiiiiiii 0.71
Switzerland..............c.oo.. 0.69
Norway ......ccccovvveveiiiinnn 0.54
South Africa......cccooviriins 0.49
SiNgapore .......ccoeeveeveennn. 0.46
Israel....ccccooiiiiiiiiii 0.37
Ireland.....ccooiviiiiiie 0.32
Malaysia ..0.30
Finland ... 0.26
Belgium ..o 0.23
Mexico... ..0.22
Thailand .........ccccoevveeiienn. 0.22
Nigeria ......ccoovviiiiii, 0.20
AUSTHa oo 0.18
Poland......cccccoviiiiiii 0.18
Chile .oovviiiiiiiicee 0.17
Hungary ... 0.17
Colombia .....ccooviiiiiin, 0.14
Argentina.......cc.coeeeeenieennnn. 0.13
Philippines .........ccccovveeenen. 0.07
Indonesia........ccccoceeeieennnnn. 0.07
Kazakhstan ..........cccccccceee. 0.07
Czech Republic.................. 0.06
United Arab Emirates......... 0.05
Slovak Republic.................. 0.04
Ukrainge ..o, 0.03
Bahrain ... 0.03
Venezuela ..........cccoeevenn.. 0.02
Vietnam ..o, 0.01
Saudi Arabia.........cccocoeene. 0.00

Kuwait ...
Pakistan .......ccccooeieiiiiii, n/a

SOURCE: Thomson Financial SDC Platinum, retrieved December 2007
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5.05

5.06

M&A transaction value to GDP

Share of total number of M&A deals

This variable is the rank value of the transaction in US dollars (includ-
ing the net debt of the target) as a percentage of GDP | 2006

RANK COUNTRY/ECONOMY HARD DATA
1 United Kingdom............... 14.64 I
2 Sweden.

3 Panama.........coceeiieenn.

4 Hong Kong SAR ............. 11.73 I
5 Canada.........ccccocoevrvennn. 11.56 I
6 SiNgapore ...................... 10.45
7 United States.................. 10.19
8 Australia............cccccoeveein 7.77
9 IST@€l ..o 7.53 I
10 Netherlands.............cc........ 7.4
1T SPAIN.ciiiiiieiee 7.04 I
12 Malaysia .....cccocoovviiiiiis 6.11 N
13 TUIKEY evvoeeeeeeeseeeeeeeen 6.00 NEE—
14 France.......ccocoeeeeeiceennns 595 I
15 South Africa.. ..5.82 I
16 Bahrain .......ccccoooeveiiee 5.79 .
17 Switzerland...........cocooveeni. 5.47
18 NOMWaAY oo 5.20 IS

19 Nigeria cccovoeeiiiiiiiiee 5.15

20 HUNGary.....cccoocooveeveeeen 4.48

21 Ireland........coooeveieieiinn 4.41

22 Germany.......ccccoceoieinennn. 4.27 S

23 Finland......cccooiiiii, 3.76 I

24 EQYPt .o 3.65 I

25 i ||

26 ||

27 |

28 Thailand . . |

29 Haly .o, 3.26 .

30 Colombia .....cccovevviriiiiin 3.18

31T Peru.cccoiiiiiiiii 3.08 .

32 Kazakhstan ... 2,91 EE

33 Korea, Rep.....cccovvvviieennnn. 2.66

34 Japan ..., 2.52 A

35 Slovak Republic................. 2.39

36 Brazil......cooooooiiiiiiii 2.03 .

37 Argentina......cccocveiiennnn. 1.91 A

38 Philippines ..1.85 1l

39 Belgium ....occcoooviiiiiie 1.76 1R

40 AUSHa oo 1.72 A

41 Poland.......cccoooiiiiiii 1.61 N

42 Czech Republic.................. 1.31

43 Ukraine .....ccoovvviiiiii 1.03 1

44 China .ooovioiiiiiiecce 1.01 A

45 United Arab Emirates......... 0.9 W

46 MEXiCO....ovvviiiiiiiiiiieane 0.80 W

47 Indonesia......ccccceeviiiininnn. 0.57 1

48 Vietnam .....cccoooveviieiieenn. 0371

49 Venezuela ..., 0.27 1

50 Kuwait ....cooeiiiiiiiiiiiis 0.03 |

51 Saudi Arabia..

n/a Pakistan ...........cccccoeiienin.

SOURCE: Thomson Financial SDC Platinum, retrieved December 2007

Percentage of world M&A (mergers and acquisitions) deals occurring
in a given country as measured by the share of total number of global
M&A deals | 2006

RANK COUNTRY/ECONOMY HARD DATA
1 United States................... I A
2 United Kingdom I
3 Japan ... 6.27 N
4 Australia...........cccocoevenennn. 5.22 I
5 Canada..........ccccocovveernnnn. 5.20 I
6 Germany.........cccceeee.n. 4.73
7 France.........cccceceeeiiin 4.37
8 SPaiN...cccoiiiiiiiiie 2.69 IEEE
9 Indid..ooiiiiii 2.42 R
10 China .o 240 .

11 Malaysia ...ocooooiiriiii, 2.38
12 Haly.o 2.05 .
13 Sweden ...ococoovvveiiien, 1.88 N
14 Hong Kong SAR ................ 1.60 N
15 Korea, Rep.. |
16 Netherlands... |
17 Russian Federation............ 1.42
18 SiNgapore .......cccovvevernene. 1.25
19 Switzerland.......c..ccooeo 0.91 W
20 NOrWay .....c.ccooveeiveeeennn. 0.82 W
21 Brazil.ocoooooeicceeieeee 0.81 W
22 Finland ......cccoooiiiiiiiis 079 W
23 Belgium ....ccoocoiiiiiiiii 077 W
24 Thailand ........ccccooiiiiins 057 N
25 lreland.. |
26 Austria |
27 South Africa........ccccceeenn 0.48 N
28 Poland.. |
29 Mexico 1
30 Czech Republic........c.c...... 039 1
31 Israel...ccocooiiiiiiii, 0331
31T Turkey.....ooovvviiiiiieiiic 0331
33 Argentina......cccoceiiiiennnnn. 029 1
34 Hungary ... 0.28 1
35 Indonesia.......cccooiiiininnnn. 0231
35 Philippines .......ccccevviiennnn 0231
37 Ukraine ......cccooeveviiiinn, 0.20 1
38 Chile ... |
39 Colombia .....ccoooviiiiiiiin 0.13 1
40 EQYPt .o 0.11 1
41 United Arab Emirates........ 0.10 |
42 Peru....cccccooiiiiiiiiii, 0.09 |
42 Slovak Republic................. 0.09 |
A4 NIQETIa ..ovvvviieieeieeeiee 0.08 |
45 Vietnam ......cccooeeviiiiieennn, 0.06 |
46 Kazakhstan ..o 0.05 |
46 Venezuela........cccocveenn. 0.05 |
48 Saudi Arabia.............cco..... 0.05 |
49 Panama.........ccccoeoieeieeenn. 0.04 |
50 Bahrain ..o 0.03 |

51 Kuwait .
n/a Pakistan

SOURCE: Thomson Financial SDC Platinum, retrieved December 2007
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wv
5.07 5.08 g
-2
c
Insurance premiums, direct Insurance density 2
Direct insurance premiums (life and non-life), including commissions Direct life insurance premiums (life and non-life) per capita from 3
and other charges, prior to cession to a reinsurance company (US$ domestic sources (US dollars) | 2006 ,r_'oc
millions) | 2006 %
)
RANK COUNTRY/ECONOMY HARD DATA RANK COUNTRY/ECONOMY HARD DATA &«
1 United States....... 1,170,100.63 N A 1 United Kingdom.......... 6,466.70 N
2 Japan...... 460,261,256 I 2 lreland.... ..5,564.67 I
3 United Kingdom......418,366.44 — 3 Switzerland................. 5,561.80 I
4 France......ccc..... 251,163.81 N 4 France.....cccoceveeeeis.. 4,075.38 I
5 Germany............... 204,543.92 = 5 United States.............. 3,923.65 N
6 ltaly.....cccoovveveenene. 138,679.22 R 6 Netherlands................ 3,828.83 NN
7 Korea, Rep.............. 101,179.38 7 Finland ... 3,681.18 NN
8 Canada.......ccccceceenn. 88,199.97 I 8 Japan ... 3,589.65 NN
9 China oo, 70,805.49 9 Belgium ..o 3,442 .45 S
10 Spain.....ccccocevvevieennnn. 65,813.39 A 10 Norway .......ccooovveeinnn 3,229.05 NN
11 Netherlands............... 62,669.10 HE 11 Sweden ........cccoeven. 3,226.16c N
12 Australia......cc....ccc..... 52,561.14 1R 12 Hong Kong SAR ......... 2,787.63 N
13 lreland.......ccooceeiinne 47,281.32 13 Canada.......cccccevvvannn 2,708.34 .
14 India..cccoovoiiiiinn, 43,032.01 W 14 Australia.........cccooee. 2,580.83 NN
15 Switzerland.... .41,757.58 15 Germany... ..2,436.80 NN
16 South Africa.............. 40,730.65 16 AUSHNA oo 2,396.67 IR
17 Belgium ..o 37,888.61 W 17 Haly.iiiii 2,302.25 N
18 Brazil......cccccoocveiennn 30,389.67 W 18 Korea, Rep.........c........ 2,071.26 .
19 29,182.20 A 19 Singapore .......c........ 1,957.72 .
20 Russian Federation...21,503.57 B 20 Spain......cccccceeeiinn.. 1,514.64 R
21 Hong Kong SAR ....... 19,842.33 1 27 Israel....ccccocvviiiiinn. 1,132.49 A _
22 AUSHE oo 19,567.62 N 22 South Africa........cc........ 855.79 HH 31
23 Finland......cccocooeveees 19,308.18 1 23 United Arab Emirates....585.40 -
24 NOrway ..................... 16,248.82 1 24 Czech Republic.............. 519.59 W
25 Mexico. .15,072.21 1 25 Hungary....... 376.23
26 Poland...........cccooein. 11,946.51 1 26 Slovak Republic............. 336.90 B
27 SiNgapore ................. 10,775.51 1 27 Poland.......ccoccoviiiiiines | |
28 lsrael.... 7.754.16 1 28 Malaysia | |
29 Malaysia ......ccccoconeni 7,536.73 1 29 |
30 Thailand .........cccoooiine 7.127.87 1 30 |
31 Turkey.....ccocoovvveevennnn. 6,617.53 1 31 1
32 Argentina................... 5,631.55 | 32 1
33 Czech Republic........... 5,304.46 | 33 1
34 Venezuela................. 4,886.13 | 34 1
35 Indonesia.................... 4,848.55 | 35 1
36 Chile oo, 4,704.08 | 36 1
37 Hungary......ccocvennn 3,789.03 | 37 |
38 Colombia 3,199.74 | 38 |
39 Ukraine .2, | 39 |
40 United Arab Emirates.2,726.19 | 40 |
41 Slovak Republic.......... 1,819.58 | 41 |
42 Philippines ........c......... 1,750.96 | 42 |
43 Saudi Arabia................ 1,590.09 | 43 |
44 Peru....ccccoeveiiiciinnn, 1,082.66 | 44 |
45 Pakistan .........cccoeiieenn. 949.04 | 45 |
46 Vietnam ..o 937.32 | 46 |
47 EQYPt e, 843.12 | 47 \
48 Nigeria ......cccoovieiirinnn. 716.43 | 48 |
49 Kuwait ..o 628.20 49 Pakistan .......cccoceviiiiiiiis 5.89
50 Panama........cccccoeviiiins 474.39 50 Nigeria .....ccccooevviiiiiiiinins 5.33
n/a Bahrain.... .n/a n/a Bahrain.. .n/a
n/a Kazakhstan.............cccooo.. n/a n/a Kazakhstan...............cc...... n/a
SOURCE: Swiss Re, World Insurance in 2006: Premiums Came Back to SOURCE: Swiss Re, World Insurance in 2006: Premiums Came Back to
“Life” “Life”
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: 509 5.10
<
c
= Real growth of direct insurance premiums Insurance penetration
é Annual real rate of growth (%) of direct premiums (life and non-life) Direct domestic premiums (life and non-life) as a percentage of GDP
) based on local currency prices | 2006 | 2006
fE
a
&« RANK COUNTRY/ECONOMY HARD DATA RANK COUNTRY/ECONOMY HARD DATA
1T India..oooiiieieee 52.55 I 1 United Kingdom............... 16.50
2 Venezuela ... ...31.80 I 2 South Africa .
3 United Kingdom............... 20.09 I 3 Korea, Rep....ccocoovvivrinnn
4 South Africa..................... 19.06 I 4 Switzerland......................
5 Poland.........ccccooveveiiienn. 18.98 I 5 France......cccococvevoveennnnn.
6 United Arab Emirates.......18.33 I 6 Japan .....ccoeiiiiiiiinn
7 Argenting ..., | 7 Hong Kong SAR
8 Hungary .......cccocoevevenin. L 8 Ireland..........ccccccovvveniinn.
9 Pakistan .........c.ccococvevenn. L 9 Netherlands ...........cccoe.... 9.45 I
10 Hong Kong SAR .............. | 10 Belgium .o 9.18 N
11T MEXICO.voiieiiiiiie, | 11 Finland ..o, 9.11 N
12 Colombia .....cccocevvennnn. | 12 United States.................... 8.83 I
13 China oo L 13 Sweden ...ococoovvveiiien, 7.57
14 TUrkey ..ooovvveiiiiiii, | 14 I
15 Russian Federation. | 15 I
16 France........ccccooveeveveennn. L 16 I
17 Brazil...cooovooveiieiecee 8.85 | 17 Germany.......ccccccveeeveennn. 6.72
18 Korea, Rep.....ccocevvvviiieinen 8.73 L 18 SiNgapore ........ccccooevvereins 6.49 IS
19 Philippines .....ccccoveviieiee 8.55 L 19 AUSHE oo 6.06 N
20 PerU...cocoveeieiieiieiieinnn 8.09 | 20 1S1@€l..cviiiiiiieeie 5.54 N
_— 21 Chile v 5.36 | 21 Spain..cccciii 5.37 IR
312 22 Finland.........cccocoooovieiie.n 4.81 | 22 Malaysia ...........c.cocoooo..... 4.9/ .
- 23 Netherlands....................... 4.80 | 23 Indi@..oooeieieeieeeee 4.78 I
24 SPaIN......ccoeiieeee 4.11 | 24 NOIWaY .......ccoveeeeeiieeen 450 R
25 Canada... . | | 25 Czech Republic. |
26 Israel.....cccccoeiiiiiiiiie 2.85 | 26 Poland.........ccooiiiiiiiii 3.53
27 Sweden ......oocoociiiiiiie 2.50 | 27 Thailand ......ccooiiiiin 3.45
28 Vietnam .... .2.40 1 28 Slovak Republic |
29 United States...........cccco.... 2.13 1 29 Hungary......cccocoeveinenn, 3.39
30 Australia.......cccccoeviiinieann. 2.07 1 30 Chile oo 3.28
31 SiNgapore .........ccccoeceeeine. 1.40 1 31 Brazil...ccoccoiiiiiii, 2.85 E
32 Malaysia ........cccoeevvveneennnn. 0.92 I 32 Ukraine ....ccoccoovveeiiieiien 2.82 R
33 Germany.......ccoceeeveicenennn. 0.55 | 33 Panama.......cccccviiiiinnnn 2,74 R
34 Thailand .....cccooeeiiiiiee 0.54 | 34 China ..ccoocooviiiiiiice 271 R
35 AUSHria ..o 0.41 | 35 Venezuela........cccoeeienn. 2.69 HH
36 Indonesia.........ccccceeeeiienen. 0.31 | 36 Argentina........c.ccccceeiiennnn 2.63
37 Czech Republic | 37 Colombia ...c.cocceovviiiiie 2.35 .
38 Ukraine ........ I 38 Russian Federation.. |
39 Switzerland 1 39 MEeXiCO....oooviviiiiiiiiiic 1.79 A
40 1 40 United Arab Emirates........ 1.67 A
41 1 AT TUIKEY cvvviiiiii 164 W
42 1 42 Vietnam ..o, 1.54 A
43 | 43 Philippin€s ......cc..ccoeeeeveenn.. 1.50 H
44 Belgium ..o | 44 Indonesia.......ccccevveiiennrnnn. 133 |
n/a Bahrain........ccccooiiiiiin 45 Peru....ccocociiiiiiiiiii, 1.176 A
nfa lreland..........cooiiiie 46 EQYPt .o 079
n/a Kazakhstan...........ccoeee 47 Pakistan ..., 0.76
nfa Kuwait........cccoooviiiiiiiiiann. 48 Kuwait ..o 0.65 1
nfa Nigeria .......cccocevviiiiiiiiine 49 Nigeria ......cccooviviiiiii, 0.64 1
nfa Panama..........cccceiiiniins 50 Saudi Arabia.........c.cccoennn 0.46 1
n/a Saudi Arabia..... n/a Bahrain.... .n/a
n/a Slovak Republic nfa Kazakhstan.............cc.cco.... n/a
SOURCE: Swiss Re, World Insurance in 2006: Premiums Came Back to SOURCE: Swiss Re, World Insurance in 2006: Premiums Came Back to
“Life” “Life”
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5.11

5.12

Relative value-added of insurance

Securitization to GDP

The value added by insurance services to the economy after costs
are subtracted, as a percentage of GDP | 2006

RANK COUNTRY/ECONOMY HARD DATA
1 Switzerland.........cccocooin 4.84
2 Hong Kong SAR
3 SiNgapore ........ccccocveeveenn 3.21
4 EQYPL .o 291
5 Israel....ccccoiiiiiiiiii, 2.83
6 United Kingdom................. 2.63
7 Korea, Rep.....ccccovevveinnnn. 2.54
8 Australia......cccooeiiiiiinnn, 2.44
9 United States.........cccceeee 2.38

10 Brazil..coooooviiiieiiee 1.96
11 South Africa........cccceeeenn. 1.94
12 Netherlands...........cccoeeee. 1.92
13 AUSHE oo 1.88
14 Japan .....cccccooiioiiiie, 1.88
15 Chile .... 1.56
16 Colombia ......oooeviiiiiie, 1.49
17 Belgium ..o, 1.48
18 Ireland....ccoocviviiiiiiiie, 1.46
19 Argentina.......cccceoreieecnn. 1.29
20 Russian Federation............ 1.20
21 Malaysia .......ccccoevvviiiennnnn 1.15
22 Slovak Republic................. 1.13
23 France......cccocoviiiiiiinnns 1.05
24 MEXICO...ccivviiiiiiiiiiii 1.04
25 India.. 1.04
26 Philippines .......ccccccoeveeenne 1.00
27 PerU...cccciiiiiiiiiiiiiiiii 0.94
28 Hungary ..

29 Germany......cccoeeecveinnnns 0.92
30 Panama........ccccovieiiiennn, 0.91
31T China .o 0.87
32 Maly.oii 0.86
33 TUIKEY oo 0.76
34 Canada.......cccooeeoieienennn. 0.73
35 Sweden ..o, 0.72
36 Saudi Arabia.........ccccceeinn 0.70
37 Indonesia.......cccooeeeiiann. 0.69
38 Spain.... 0.66
39 Vietnam ......cccoeeviiiiinenn, 0.55
40 Finland ......ccooiiiiiiii 0.42
4T NOIWay ....cccovvviiiiiiiien, 0.38
42 Venezuela.........cccoeeeenn, 0.36
43 NiIgeria .....coovvveeeeiiieeein 0.31
44 Kuwait .oooooviciice 0.24
45 Poland.......cccooveiiiiiii, 0.20
46 Czech Republic.................. 0.19
nfa Bahrain........ccccoooviiiiins n/a
n/a Kazakhstan.............ccccooe. n/a
n/a Pakistan ..........cccooieiiiinn n/a
n/a Thailand .........ccccooiiiiin n/a
n/a Ukraine ...... .n/a
n/a United Arab Emirates .......... n/a

SOURCE: Global Insight, World Industry Monitor, October 25, 2007

The sum of asset-backed securities (ABS), mortgage-backed
securities (MBS), high-yield bonds, and highly leveraged loans’
deal value as a percentage of GDP | 2006

RANK COUNTRY/ECONOMY HARD DATA
1 United States................... 22.92
2 Kazakhstan ..... 17.65
3 United Kingdom............... 16.34
4 Netherlands ..........cc.cco.... 13.39
5 Spain.....cccccovieiiiiiiiie
6 Ireland...

7 Australia.......ccccooiviiiiien.. 8.16
8 Canada........cccoovoiiiiiia 5.14
9 Ukraine ....ccooovoviiiiiiii 4.67
10 TUKEY c.vvoviiiiice e 4.20
11 Russian Federation............ 3.91
12 Germany......cccooceeeeicennns 3.91
13 Belgium ....oooveviieiiiiics 3.58
14 HalY oo 3.49
15 France .3.45
16 EQYPt v 3.37
17 Bahrain ..o 3.26
18 Sweden ....ccccoovveiiiiiieins 3.15
19 Korea, Rep.....ccccevviiniiiis 2.59
20 Brazil....cccoooiiiiiiiii 2.25
27 NOIWaY ....cocvvviiieiieieenn 2.24
22 Peru.ccocciviiiiiiiiiieiie 2.24
23 Philippines ......ccccocvviiiennn. 217
24 Indiad...cooiiiiii 2.02
25 Indonesia.. ..2.01
26 Argentina........cccoceeeenenn. 1.94
27 Hungary .....cccccooeiiiiiennn. 1.90
28 Switzerland.. ..1.89
29 Nigeria .....cccoveviiiiiiiann. 1.88
30 Panama.......ccccoviiiiienin. 1.74
31 South Africa.........cccoeeenn. 1.62
32 Vietnam ..o, 1.57
33 Colombia .....ccccovvviiiinn, 1.50
34 SiNgapore .........ccccoecevenns 1.41
35 Chile oo 1.32
36 Japan.......ccoceeeiiiiieenn, 1.29
37 Hong Kong SAR ................ 1.25
38 Czech Republic... ..0.86
39 MEeXiICO...oovvviiiiiiiiiiiee 0.76
40 Thailand .....ccoooviiiiiiiiis 0.76
41 Finland ... 0.74
42 Saudi Arabia..........ccccoe 0.70
43 Venezuela ..o 0.67
A4 AUSHNA oo 0.65
45 Malaysia .......ccccoovvviiiinns 0.40
46 Pakistan .........ccceeiiiiiiiis 0.36
47 United Arab Emirates........ 0.33
48 Kuwait ..ocoooiiiiiiiiiicis 0.28
49 Poland.......cocoeiiiiiiiiis 0.25
50 China oo 0.17
51 Slovak Republic .. ..0.03
nfa Israel.......ccccoiiiiiiiiiiiinin, n/a

SOURCE: Dealogic Analytics, data retrieved February 2008
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513

Share of total number of securitization deals

The sum of asset-backed securities (ABS), mortgage-backed

securities (MBS), high-yield bonds, and highly leveraged loans

as a percentage of total deals | 2006

RANK COUNTRY/ECONOMY HARD DATA
1 United States................... 64.93 ISy A
2 Russian Federation. 461 I—
3 United Kingdom................. 3.86 N
4 Korea, Rep........cccoveiernen. 3.41 I
5 France.......ccccccocovveveennns 1.88 I
6 Canada........ccccocoeveieennnn 1.85
7 Argenting ........ccocoeeiieinn 1.80 I
8 Germany.........cccocoeeeeennn 1.71
9 Indi@..coioiiiiie 1.67 N

10 Brazil......ccooovoeiiiiiiiie 1.36

10 SPAIN.coiiiiieiieice 1.36 I

12 Haly .o 1.26 .

13 Kazakhstan ...........c.cccc..... 1.18 .

14 Japan.......cccveviiiienn 1.09 .

15 Australia. . I

16 UKraine ........ccoooeveieenen 0.94 EE

17 Netherlands ............c........ 0.77 E

18 MEXICO...coviivieiiiiiiiiiieis 0.70 m

19 Peru....ocooiiiiiiiiiiiii 0.69 N

20 INdoNesia..........cccveveevnan 0.46

21 TUKeY ..ovoveeeeieee 0.44 W

22 China ..ooocoiiiiiiiieiiiee 023 1

23 Philippines .......cccoovvvieine. 020 W

23 Switzerland........ccccoceeinn. 020 N

25 Belgium.... .0.19 1

25 Hong Kong SAR ... 019 1

25 reland.......cccocooiiiiiin. 019 1

28 South Africa.. .0.18 1

29 Sweden .......ccccoeeveeiennn 0.16 1

30 Colombia .....cccovevviiiiiiin 013 1

31 SiNgapore .........ccccoeceeeine. 0.12 1

32 NOrwWay .....cccoevveeiieieenn. 0111

32 Thailand .........ccccoeevieiieennnn. 0111

34 Chile oo 0.10 1

35 Vietnam ..o, 0.08 1

36 AUSHa oo 0.07 1

36 Nigeria ......cccooevviiiiiin. 0.07 1

36 Poland.... |

39 Hungary.... |

40 Czech Republic.................. 0.05 1

40 Finland......occcoooiiiiiin, 0.05 1

40 Malaysia .......ccceeviiiniennn. 0.05 1

40 Pakistan ..., 0.05 1

44 Bahrain .....ccccccoovviiiiiinn. 0.04 1

A4 EgYPt .o 0.04 1

44 Saudi Arabia.........cc.ccoeenn 0.04 |

44 United Arab Emirates......... 0.04 1

44 Venezuela ... 0.04 1

49 Kuwait .o 0.02 |

50 Panama.......cccccooiviiiiiiins 0.01 |

50 |

n/a

SOURCE: Dealogic Analytics, data retrieved February 2008
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6.01

6.02

Spot foreign exchange turnover

Outright forward foreign exchange turnover

Percentage share of world total of spot foreign exchange turnover
April 2007

Percentage share of world total of outright forward foreign exchange
turnover | April 2007

RANK COUNTRY/ECONOMY HARD DATA
1 United Kingdom............... 26.62
2 United States... .

3 Switzerland.......cccoooeiis 8.61
4 Japan ..o 8.01
5 Singapore .........ccceeeeeeennn.. 7.08
6 Australia........ccooeiiiiiinns 3.62
7 Hong Kong SAR ..o 3.01
8 Russian Federation............ 2.70
9 France......ccocvviiiiiiiin 1.99
10 Germany.....ccccceoeveeeieainens 1.94
11 Korea, Rep.....ccccevviiniiiis 1.38
12 Belgium ....ooooiiiiiiiiis 1.16
13 INdi@.iiiieiiiiiii 1.14
14 Canada.......cccooveviieiiis 1.08
15
16
17 Sweden .....occovviiiiiiinns 0.62
18 SPaiN...ccocviiiiiiiiiie 0.49
19 AUSEHA oo 0.44
20 Brazil.....coooiiiiiiii 0.40
21 MEeXiICO..ooviiiiiiiiiiiiiee 0.36
22 reland......occoviiiiiiii, 0.31
23 Israel.....cccooiiiiiiiii 0.28
24 NOrway .......cccceevvivieeiinnn 0.27
25 South Africa.. ..0.27
26 Netherlands.........c..cccooove.. 0.24
27 Saudi Arabia........ccoceeinn 0.22
28 Poland.... ..0.19
29 Hungary .....cccooceeeeicenenn. 0.17
30 Chile oo 0.16
31 Indonesia.......cccocviiniinnnn. 0.13
32 Malaysia ........cccoeevvveneennnn. 0.13
33 Bahrain .....ccccoevieiiii, 0.12
34 Czech Republic........c.ccc..... 0.11
35 Thailand ..o, 0.1
36 Colombia ......cooveviiiinn 0.10
37 Argentina......cccocveiiennnn. 0.09
38 Philippines .
39 TUrKEY .oevviiiiiieiiiieec 0.06
40 Finland ..o, 0.05
47 Peru.coociiiiiiiiiiiee 0.05
42 Slovak Republic ................. 0.02
nfa Egypt...ccoooiiiiiiiiiiiiii, n/a
n/a Kazakhstan...........cccoceenne n/a
nfa Kuwait........ccccooeiiiiiiniiinn, n/a
n/a Nigeria .......cccoooiiiiiiiiinen n/a
nfa Pakistan ... n/a
n/a Panama.........ccccoceeiiennin. n/a
nfa Ukraine ... n/a
n/a United Arab Emirates .......... n/a
n/a Venezuela .
n/a Vietnam .......ccccooviieiiennnn.

SOURCE: Bank of International Settlements, Triennial Central Bank
Survey, December 2007

RANK COUNTRY/ECONOMY HARD DATA
1 United Kingdom............... 29.92
2 United States.

3 Japan ... 6.17
4 SiNgapore .......ccocceeveeeennnn 6.07
5 Germany.......cccceeveeeneeenenn. 5.45
6 Switzerland........c.cccoeiin 4.05
7 Hong Kong SAR .......ccce.. 3.54
8 Australia.....cccooiiiiiiinnn, 3.49
9 France.....cccoovvviiiiiiiinns 1.80

10 Belgium ..o, 1.75
11 Indi@. e, 1.62
12 Netherlands..........ccccoeene. 1.37
13 Korea, Rep.....ccccovvveenecnn. 1.24
14 Canada.......cccooovvevveeinann. 1.04
15
16
17
18 AUSHMa v 0.46
19 Sweden ..o, 0.38
20 Chile oo 0.36
21 Russian Federation............ 0.26
22 South Africa.......cccccceeiinn 0.22
23 Czech Republic.......c..cc..... 0.21
24 reland.......ccoceiiiiiiiiin 0.21
25 Bahrain
26
27
28
29 Indonesia.......cccccceeiiiieinnnn 0.12
30 Colombia .....ccccovviiiiiee 0.12
31 MEeXiCO....oevvviiiiiiiiiiicn, 0.10
32 Finland ..o 0.09
33 Malaysia ....ccocoooviiiiiiinn, 0.09
34 Brazil ..o 0.08
35 Peru..cccoocoviiiiiiiiiii, 0.05
36 Philippines ........cccevvviennn. 0.05
37 Hungary.....ccocooviiiin 0.04
38
39
40 Argentina.......cccceeveeeieenn. 0.00
41 Slovak Republic................. 0.00
nfa Egypt ..o n/a
nfa Israel ... n/a
n/a Kazakhstan............ccceo n/a
nfa Kuwait........ccccooviiiiionienn n/a
n/a Nigeria ......cccccoovieiiieniiinnn n/a
nfa Pakistan ... n/a
nfa Panama.........ccccoeieniiennnn n/a
nfa Ukraine ........ccooceeiiiiiiiinn n/a
n/a United Arab Emirates .......... n/a
n/a Venezuela
nfa Vietnam .......cccceevieniiennnn

SOURCE: Bank of International Settlements, Triennial Central Bank
Survey, December 2007
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6.03

6.04

Foreign exchange swap turnover

Percentage share of world total of foreign exchange swap turnover |
April 2007

RANK COUNTRY/ECONOMY

0w N oo w N =

AW W WWWWWWWwWwNNDNDNNNNNNDRNDND-=S = 28 8o s s s s
O © 00 N O 0 WN = O © 0N WN - O O 0w ~NO” I~ wN - O ©

HARD DATA

United Kingdom.............. 42.01
United States................... 11.15
Hong Kong SAR ................ 5.70
Switzerland....
SiNgapore .......cccecvvverenie 5.42
Japan ... 5.22
Australia......ccoooeiiiiiins 5.17
France......cccccovveviiiiiinnnn, 4.07
Germany.......cccceeverennn. 2.41
Canada.......cccooeeviiiiin, 1.96
Sweden ..o 1.53
Belgium ..o 1.23
NOrway ......ccccoovveiiiiiiane, 1.22
.......... 1.02
Russian Federation............ 0.70
Netherlands ..........c.ccoeoe. 0.70
India..... 0.63
Korea, Rep.....ccccccovevevienn. 0.51
AUSTTIa oo 0.49
MEXICO.....eoiiiiiiiiiei, 0.48
South Africa......ccccoereen. 0.45
SPaAIN.cciiiiccee 0.37
Finland ......ccccovviviiii, 0.33
Poland.......cccccooviiiii, 0.27
Ireland.......ccocoiiiiiiin, 0.27
Israel ..o 0.21
Hungary ..o 0.20
Thailand ... 0.19
Slovak Republic................. 0.15
Czech Republic.
TUIKEY ..o 0.09
Malaysia .......cccoevvieiinnnnn. 0.06
Saudi Arabia.........ccccooen 0.06
Philippines ......ccccccceevvennnen. 0.05
China e 0.04
Bahrain ..., 0.03
Indonesia........ccccovviiiinnn 0.03
Chile oo 0.02
Colombia ....ccccovviiiiiiiiis 0.00
Brazil ...
Argentina
EQYpt oo
Kazakhstan..........cccooccoiviis n/a
Kuwait.....ooovioiiiiiiiiiis n/a
Nigeria ....c.ooovevveeieiiiee n/a
Pakistan .......cccccooviiiiiiiis n/a
Panama........cccccoviiiiiiiiiis n/a
Peru ..o n/a
UKraing ......oovoiveniiieiecins n/a
United Arab Emirates .......... n/a
Venezuela ........cccooeeeinnn, n/a
Vietnam ... n/a

SOURCE: Bank of International Settlements, Triennial Central Bank
Survey, December 2007

Interest rate derivatives turnover:
Forward rate agreements

Percentage share of world total of over-the-counter single currency

forward interest rate agreements turnover | April 2007

RANK COUNTRY/ECONOMY HARD DATA
1 United Kingdom............... 45.61
2 United States................... 27.19
3 Germany.....ccccoceeeveeiieens 7.35
4 France.... .5.64
5 Sweden .......cccoociiiiiiiin 2.61
6 Switzerland.........c.ococe 1.85
7 Canada.......ccccooiiiiiiiins 1.83
8 Norway ......ccoovvviiiiiiane 1.58
9 Australia.......cccoooiiiiiiiis 1.06

12 South Africa.......cccecevveeis 0.68
13 Belgium ..o 0.49
14 SiNQapore .........ccccceeeeeens 0.48
15 Poland.......ccoovviiiiiiiins 0.42
16 Netherlands ..........ccccoceeeie 0.28
17 Hong Kong SAR . .

18 Hungary .....cccooevveeiiiiieas .
19 AUSHHA oo 0.17
20 Spain.....cccoiiiiiii, 0.16
21 Czech Republic.......c.c...... 0.14
22 Korea, Rep.....ccccoocvvvviieennn. 0.13
23 MEXICO...oooviviviiiiiiiiie 0.09
24 Finland......cccoooiiiiii, 0.05
25 reland.......cccooiiiiiicnn. 0.03
26 Thailand ......ccooviviiiin 0.00
27 Malaysia ......cccooevvcviiienannn. 0.00
28 TUurkey ......ccooiioiiiiiii 0.00
29 Colombia .....ccooviiiiiin 0.00
30 Indonesia .

30 Philippines .......cccocveeviennn. 0.00
30 Saudi Arabia.........cccoceeiene. 0.00
33 Chile oo 0.00
n/a Argentina .............cccoeoenn.. n/a
nfa Bahrain.........ccccoooiiiiiinn, n/a
nfa Brazil ... n/a
nfa China......ccociviiiiiii n/a
nfa Egypt ..o n/a
nfa India......cccoooiiiiiiii n/a
n/a lsrael.. n/a
n/a Kazakhstan...................... n/a
nfa Kuwait........cccoooiiviiiiiiini, n/a
nfa Nigeria .......cccocooeiiiiiiiins n/a
nfa Pakistan ...........ccceiinins n/a
n/a Panama.........cccooiiinann. n/a
Nfa Peru.....coocviiiiiiiniiinin, n/a
n/a Russian Federation.............. n/a
n/a Slovak Republic................... n/a
n/a Ukraine ..., n/a
n/a United Arab Emirates .......... n/a
nfa Venezuela ..........cccccceei. n/a
n/a Vietnam ..., n/a

SOURCE: Bank of International Settlements, Triennial Central Bank
Survey, December 2007
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6.05

6.06

Interest rate derivatives turnover: Swaps

Interest rate derivatives turnover: Options

Percentage share of world total of over-the-counter single currency

interest rate swaps turnover | April 2007

Percentage share of world total of over-the-counter interest rate
options turnover | April 2007

RANK COUNTRY/ECONOMY HARD DATA
1 United Kingdom............... 45.98
2 United States .

3 France.....ccocviiiiiiiiiis 9.00
4 Germany......ccoceeeeeeeienn 4.10
5 Switzerland........c.cccooeiin 3.62
6 SiNgapore ..........cccceeeeeene.. 3.51
7 Japan ... 3.18
8 Netherlands...........cccoeee. 1.65
9 Haly. oo 1.59
10 Australia.....cccooeeeeiiieiiins 1.15
11 Hong Kong SAR .......c.ccee.. 1.04
12 Belgium ....ooooiiiiiiiiis 1.02
13 Spain....cooovieiiiieeeee 1.01
14 Canada.......cccooeveevieiiins 0.70
15 lreland.... .
16 Korea, Rep.....cccccceviviiiiins .
17 AUSHNA oo 0.26
18 Indi@..cveoeiiiiiiiiiiiee 0.22
19 MeXiCO...oviiiiiiiiiiiiiii 0.15
20 Sweden .......ccoiiiiiiiiin 0.13
21 Finland ..., 0.13
22 South Africa.......ccccceeeeenn. 0.09
23 Poland........ccoccoociiiii 0.08
24 NOrway .......cccceevvivieeiinnn 0.08
25 Thailand .
26 Hungary....
27 Czech Republic.................. 0.01
28 Bahrain ..
29 Brazil....occooooviiiiiii .
30 Malaysia ......ccccocvvviiiinennn. 0.01
31 Saudi Arabia........cccoceeine. 0.01
32 Indonesia......cccocoeviiiinnnn. 0.00
33 TUIKEY vooviiiciiic 0.00
34 Peru..coociiiiiiiiiiiii, 0.00
35 Chile oo 0.00
36 Philippines ........ccccoeevveeennen. 0.00
37 Colombia ......ccceeviiiiinn. 0.00

n/a Argentina ..

nfa China......ccocoioiiiiiiiii

nfa Egypt ..o

n/a Israel......ccccoviiiiiiniiin

n/a Kazakhstan

nfa Kuwait........cccooiiiiiiiiinn

nfa Nigeria .....ccccooevviiiiiiianne
n/a Pakistan ...........ccocoeiiiniin.
nfa Panama..........coceeiiiniins
n/a Russian Federation.............. n/a
n/a Slovak Republic ................... n/a
nfa Ukraine ... n/a
n/a United Arab Emirates .......... n/a
n/a Venezuela .

n/a Vietnam .......ccccooviieiiennnn.

SOURCE: Bank of International Settlements, Triennial Central Bank
Survey, December 2007

RANK COUNTRY/ECONOMY
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HARD DATA

United States..........c........
United Kingdom

Japan ... 8.83
France......ccccccoiviiiiiiiiinn, 6.06
Belgium ....ocoooviiiiiiin 1.53
Canada.......cccoveiviiiiii, 1.34
[aly .o 1.00
Germany ........ccoeeecieeennn, 0.73
SiNQaPOre ....c.ccovvvvviiiiin, 0.57
Sweden ..o 0.55
Australia.........cccooeieieiinn 0.49
Finland ..o, 0.33
South Africa......ccccoeeiire 0.31
SPAIN..coiiii 0.25
Netherlands ... 0.22
Hong Kong SAR ................ 0.21
Korea, Rep.....cccccovevvvinnnn. 0.16
Thailand ........cccoovviiiiin 0.15
AUSTIA oo 0.09

MEXICO....vveviiiiiiiiiciie, 0.09
Saudi Arabia.........ccccceenn 0.06
Ireland.......cccooevvviiiiin 0.06
Turkey ....oooviiiiiiiiii 0.04
NOrWay ......cvvvviiiiiieiiiieeens 0.03
Switzerland.
Poland
Czech Republic.................. 0.00
Indonesia.

Malaysia .....ccccocveviiiiinann .

Brazil.....ooooooiiiiii 0.00
Argenting ........ooeeeeiieiiienn, n/a
Bahrain........cccocoviiiii n/a

NIgeria ...ooovvviiiiiiiiiiici n/a
Pakistan .......ccccoviiiiiiis n/a
Panama........ccccoeviieiieinins n/a
Peru ..o n/a
Philippin€s .......cccoceviiiiiiis n/a
Russian Federation............... n/a
Slovak Republic .........c......... n/a
UKrainge ......cccooveeviiiiiiiis n/a
United Arab Emirates .......... n/a

Venezuela

Vietnam ..oooooevviiiiieeee

SOURCE: Bank of International Settlements, Triennial Central Bank
Survey, December 2007
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6.07

6.08

Foreign exchange derivatives turnover:
Currency swaps

Percentage share of world total of over-the-counter foreign
exchange currency swaps turnover | April 2007

RANK COUNTRY/ECONOMY
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O A P WON - O O OWNO OO P WN - O O ONOOOGOO PP WN-—= OO
-----IIIII||III||

HARD DATA

United Kingdom.............. 47.57
United States................... 17.31
Australia......ccoooeiiiiiiins 5.66
Canada....
France......cccccovviiiiiiiinn, .
Korea, Rep......ccccoveiinnnn, 3.22
SiNQaPOre ...covcevviiiiieie, 3.11
Japan ... 2.77
Hong Kong SAR ................ 1.67
TUKEY .o 1.48
India...coooiiiiiii 1.28
Netherlands ............cco..... 1.05
Ireland.......ccccooiiiiiin, 1.05
Belgium ..o 0.96
Brazil....ooooiiiiii 0.71

Saudi Arabia..........ccccoeeie. 0.70
Austria ....

Germany ......c.ccocceeveeeeieenns .
SPAIN..ccoiiii 0.34
[taly oo 0.34
Indonesia.......ccccccoeeiiiinn, 0.29
Thailand ... 0.28
Switzerland...........cccoeiens 0.21
Poland.......cccccooviiiii, 0.18
NOrway ......ccccovoveiiiciiin, 0.14
Bahrain .....cccoooiiiiiiii 0.13
Finland....
South Africa......cc.ccoeeee. 0.10

Malaysia ........coovveeeiiiieeans 0.10
Chile ....

Sweden ... .
Philippines .......ccccooeevvinnn. 0.04
MEXICO....cvviiiiiiiiiii 0.03
Colombia ...

Czech Republic.................. 0.02
Hungary ..o, 0.00
Argentina .........cccceeeveeeeneenn. n/a

Nigeria ....ccoovviiiiiiii n/a
Pakistan .......cccccoviiiiiiii n/a
Panama..........ccooeiieiieiiins n/a
Peru ....ooooooiiiiiii n/a
Russian Federation.............. n/a
Slovak Republic ................... n/a
UKraing ......oovoiveniiieiecins n/a
United Arab Emirates .......... n/a
Venezuela ........cccooeeeinnn, n/a
Vietnam ... n/a

SOURCE: Bank of International Settlements, Triennial Central Bank
Survey, December 2007

Foreign exchange derivatives turnover: Options

Percentage share of world total of over-the-counter foreign

exchange options turnover | April 2007

RANK COUNTRY/ECONOMY HARD DATA
1 United Kingdom............... 42.62
2 United States................... 30.12
3
4
5 SiNgapore ........cccceeeevenn .

6 Hong Kong SAR ............... 2.29
7 France.....cccciiiiiiiins 2.22
8 Australia.......cccooceeviiiiiis 1.87
9 Indid..coieiiiiii 1.52
10 Canada.......cccoovvviiiiiiins 1.04
11 Germany....ccccooeveeeeeeieeenns 0.99
12 Haly.oiiii, 0.75
13 Sweden ..o 0.70
14 Belgium ..o, 0.61
15 AUSHMA oo 0.31
16 SPaiN...ccocvviiiiiiiees 0.30
17 Netherlands.
18 Korea, Rep......cccccovvvvvieii. .
19 Ireland....ccoooveeiieiiiiis 0.18
20 Israel.....cccoooviiiiiiiiiiie, 0.16
27 Poland.......ccccoooiiiiiiii 0.14
22 TUrKeY ..oooooviiiiiiiiieee 0.07
23 Bahrain .....cccooociiiiii 0.06
24 HUNgary .......cccoeceeeeenenn. 0.06
25 MEeXiICO...oovvviiiiiiiiiiiien 0.05
26 Finland ..o, 0.05
27 Indonesia........cccceeiienninn. 0.05
28 NOrway ........ccocceviieiene. 0.04
29 Saudi Arabia.........cccoeeinn. 0.04
30 South Africa.... .
31 Czech Republic.......c..c...... 0.03
32 Slovak Republic................ 0.02
33 Brazil....oocooiiiiiii 0.02
34 Thailand ....ccocooviiiiien, 0.01
35 Malaysia ....cccccooviviiiiinannn. 0.01
36 Russian Federation............ 0.01
37 Colombia .....ccoovviiiiin 0.00
38 Philippines .......cccocoevvenene. 0.00
n/a
n/a
n/a
n/a
n/a
n/a
n/a Nigeria ..., n/a
n/a Pakistan ... n/a
nfa Panama............ccccooiiiniins n/a
nfa Peru........ n/a
n/a Ukraine ..., n/a
n/a United Arab Emirates .......... n/a
nfa Venezuela ..........cccccceei. n/a
n/a Vietnam ..., n/a

SOURCE: Bank of International Settlements, Triennial Central Bank

Survey, December 2007
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6.09

6.10

Equity market turnover

Private-sector bonds to GDP

The total value of shares traded during the period divided by the
average market capitalization for the period | 2005

The total amount of outstanding domestic debt securities by private
domestic entities as a percentage of GDP | 2005

RANK COUNTRY/ECONOMY HARD DATA
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Bahrain ... 4.57
Venezuela ..o 4.43
Ukrainge .....cccoeveeeiieiiee 3.58
Panama........cccocoeeiininnn. 1.76
Slovak Republic ................. 1.55
Korea, Rep.
Vietnam ....c.oooeveeiieiiiiis
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SOURCE: World Bank, Financial Indicators website www.financial-
indicators.org

RANK COUNTRY/ECONOMY HARD DATA
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Peru....coooiiiii 3.97
Indonesia.........cccceeeviinnn 2.37
INdia...cooviiiiiii 0.97
Colombia .....cccovviiiiiiiiins 0.51
Venezuela ..........ccccceeeenn. 0.32
Philippines .......ccccocevvienn. 0.26
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SOURCE: World Bank, Financial Indicators website www.financial-
indicators.org
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6.11

6.12

Public-sector bonds to GDP

International bonds to GDP

This index is based on the total amount of outstanding domestic debt
securities by public domestic entities as a percentage of GDP | 2005

RANK COUNTRY/ECONOMY HARD DATA
T France.....ccooiiiiiiiiiiiis 7.00
2 Canada.

3 TUrKeY .o 6.44
4 Netherlands ...........ccccooees 6.17
5 United States...........c......... 6.10
6 Czech Republic.................. 6.10
7 Brazil....ooccoooiiiiiii 5.91
8 Sweden ... 5.62
9 Hungary.....occcoeveevveeeien 5.58

10 Germany.......ccocevvevennennn. 5.49
1T Haly.o 5.41
12 SiNgapore .......cccooeveeeecnnn. 5.28
13 Spain....cccoeeiiiiiecieee 5.23
14 Philippines ......cccovvevinnennn. 5.19
15 Malaysia .

16 Belgium ..o, 5.06
17 Venezuela.......ccoocvecveernn. 4.90
18 Finland......ccccoovveviiiinn, 4.83
19 Indi@ oo, 4.52
20 South Africa........cccccevrnnnn 4.50
21 Switzerland.........ccocooin 4.45
22 Poland.......ccccoocoiiiiiiiiiin 4.45
23 AUSTE oo 4.40
24 United Kingdom................. 4.31
25
26
27
28
29 Argentina.........cccceoiviinnnn 3.62
30 China ..o 3.54
31 MEeXiCO...uvviiiiiiiiiiciiicn, 3.25
32 Thailand ..o, 3.14
33 reland......oooviviiiiiii 3.06
34 Indonesia.......cccoooieiiienn, 2.76
35 Chile oo 2.67
36 NOrway .......cocvvvvvveeiienn. 2.46
37 Australia........cooceeiiiiiiinn. 2.15
38
39
40
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a United Arab Emirates .
nfa Vietnam .......ccocoeevieiiiennnn

SOURCE: World Bank, Financial Indicators website www.financial-
indicators.org. Adjusted based on World Economic Forum analysis.

Percentage of GDP represented by international bonds | 2005

RANK COUNTRY/ECONOMY HARD DATA
1 Netherlands...........c....... 121.66
2 lreland 87.04
3 Belgium ..o, 81.98
4 Germany......ccocooeeeeeeenn. 80.51
5 Switzerland...........ccoceen. 74.89
6 AUSENA .o
7 United Kingdom
8 SpaiN....ccccoiiiiiie
9 Sweden ..o,

10 Finland......ooooviiiiiiis

11 France......cocccoviiiiiiiiiin,

12 Panama......cccccoeeiiiinens

13 Haly. oo

14 Argenting .....ccccoveeveneennn

15 Australia....

16 Singapore .........cccccooceeeee.

17 Hong Kong SAR ............. 32.17
18 Bahrain ......cccooevvviiiin, 29.90
19 Philippines ..o 29.66
20 Norway .....cccccevvvveeeinnnnn. 27.89
21 United States................... 27.83
22 Canada.........ccccooviieeiinnn.

23 Malaysia ......cccoooeeiiiennn.

24 Venezuela ...

25 Hungary....

26 Israel.....cccccceviiiiiiiiin,

27 Brazil....ccoooiiiiiiii

28 Kazakhstan ..

29 Colombia ......ccccoveeeiennne.

30 MEeXiCO...ooviiiiiiiiiiii,

31 Poland.......ccccooiiiiii 9.76
32 Chile oo 9.66
33 TUIKEY oo 9.24
34 Peru...cccoeiiiiiiiiii, 9.15
35 Russian Federation............ 8.38
36 South Africa.........cccevernn. 7.81
37 Slovak Republic ................. 7.64
38

39

40 Thailand .....ccoooviiiiiiiiins 6.07
41 Czech Republic.................. 4.58
42 INdONEsSia ......cccovieiiiiiieiis 4.22
43 Egypt. .o 3.25
44 Vietnam .....ccoooveoieiiiiis 2.70
45 Kuwait ..o 2.49
46 NIGera ..ccovvvvieiiiiiiiiiices 1.48
47 China .ooioiiiiiiicies 1.19
48 Indi@..cooioiiiiiiiiiie 1.10
49 Pakistan ........ccoceeviiiiiiiis 0.79
50 Saudi Arabia........c..ccocoei 0.35
n/a Korea, Rep...... .n/a
n/a United Arab Emirates .......... n/a

SOURCE: World Bank, Financial Indicators website www.financial-

indicators.org
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1.01

1.02

M2 to GDP

Private debt to GDP

Money and quasi-money supply as a percentage of GDP | 2005

RANK COUNTRY/ECONOMY HARD DATA

1

2

3

4

5

6

7 United Kingdom............. 124.78
8 Singapore .........ccccoce..

9 Thailand ...

10 Israel..ccoociviiiiiiiiiiii,

11T EQypt .o,

12 Australia.......c.ccccooeeveennnn. |
13 United States |
14 Panama.......cccccoeeiieiienn. |
15 Korea, Rep. |
16 Vietnam |
17 Czech Republic................ 67.68
18 Bahrain ......ccccccoeveeiiiinn, 65.75 N
19 | |
20 Slovak Republic............... 57.10 N
21 South Africa......cccccocee.. 56.65 N
22 Kuwait coooooiiiiiiii |
23 Philippines |
24 Chile oo

25 Sweden. .

26 Hungary ......cccceevvenenns

27 Pakistan ........ccccoeiiiiiin

28 Turkey.... .

29 Saudi Arabia............c....... 44,38
30 Poland.......cccooiiiiiiin, 40.40
31 Indonesia......cccccoeiiiainne 40.32 .
32 Ukraine ....cccoovvvviiiiiin 37.56 A
33 Colombia .....ccccoviviiiins 29.77 A
34 Russian Federation.......... 29.38
35 Argentina........cccceeieinne 28.70
36 Brazil......ccocooiiiiiiiii 26.81 W
37 Peru.coociiiiiiiiiiii, 26.78 W
38 Mexico ..26.35

39 Kazakhstan ... 2496 H
40 Nigeria .....coooeevvevieeien 20.57 H

41 Venezuela..........cccoeeeen. 1924 A

n/a AUSTra ... n/a

nfa Belgium ......cccocooviiiiiiiinn, n/a

nfa Finland ... n/a

nfa France..........cccoevviieniin. n/a

nfa Germany ........ccccoeeeeeaenns n/a

nfa Ireland........cocooiiiiiiiinn n/a

nfa taly ..o n/a

n/a Netherlands .............cccco.. n/a

nfa NOrway ......cccoovvviniianiins n/a

SOURCE: World Bank, Financial Indicators website www.financial-
indicators.org

The sum of domestic debt securities and international debt securities
for financial institutions and corporate issuers as a percentage of
GDP | 2006

RANK COUNTRY/ECONOMY HARD DATA

1 |
2 |
3 ]
4 |
5 |
6 Germany.........cccc...... 115.51
7 United Kingdom............. 104.60 I
8 AUSHIA ...oovoviiieii I
9 Belgium ......ccoooevevien. I
10 France......ccccoeveieinns I
11 Sweden ....c.ccooceevevecnnnn. I
12 Australia..........ccccoevevnenn. I
13 Haly.oieeiie ]
14 Malaysia .......ccccovvireinnnne L

15 Korea, Rep.. |

16 NOrway ......c.ccocooveveennnn I

17 Singapore ..........c..cc.c....... |

18 Canada......ccoceevvviiiianns |

19 Hong Kong SAR .............. 50.19 N

20 Finland ......ccccoocovviiiienn 48.92 IR

21 |

22 |

23 |

24 m

25 |

26 |

27 |

28 ||

29 |

30 |

31 Hungary ..o 1273 1

32 Czech Republic................ 11.06 W

33 Argentina......cccocevieiennnne 1053 N

34 Philippin€s ......cccccoveierins 9.90 N

35 Israel...cc.ccooiiiiiiiiii, 753 1

36 Russian Federation............ 6.22 1

37 Peru..cocviiiiiiiiiiii, 589 1

38 Indonesia. 562 1

39 Panama........ccccociiiiinnn, 450 1

40 Indi@..coviiiii 450 1

41 Kuwait oo 3.17 1

42 UKraine ......cccooeveiiiiiieen, 297 1

43 EQYPt .o 217 1

A4 TUTKEY ..oovviiiicieceee 2.15 1

45 Venezuela.........cccoccooeienn. 1.99 |

46 Poland.......cccoviiiiiiin, 1.90 |

47 Slovak Republic................. 142 1

48 Colombia .......oocveviieiene, 1.40 |

49 Saudi Arabia..........c.cccoee 0.97 |

50 Pakistan ........ccccoceiiiiinnnn 0.47 |

n/a Nigeria ....

nfa Vietnam .......cccceevieniiennnn

SOURCE: Bank of International Settlements, Quarterly Review,
December 2007
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1.03

1.04

Public debt to GDP

Bank deposits to GDP

This index is based on the total debt owed by government to
domestic residents, foreign nationals, and multilateral institutions
as a percentage of GDP | 2006

RANK COUNTRY/ECONOMY HARD DATA
T AUSHIE o, 7.00 —
2 Panama...........cccccocoevevennn. 6.93 I
3 Argentina.... ...6.91 I
4 Philippines |
5 France |
6 |
7 |
8 Norway.... I
9 Germany . |
10 Canada......ccccooovveveienan 6.70
11 Colombia .... |
12 Pakistan I
13 lIsrael . I
14 Belgium ....occooveiiiiiie 5.72 I
15 Netherlands...................... 5.61 I
16 Switzerland. I
17 Sweden . I
18 SiNgapore ........ccoceevenene. 5.37 I
19 Brazil....coccooiviiiii 5.31 I
20 |
21 . |
22 Vietnam ......ccccoviiiiiinnn 5.05 I
23 United Kingdom................. 4.98 I
24 Malaysia |
25 . ]

26 Thailand .......cccccooviiiiin 4.82 I
27 SPaiN...cociii 4.60 I
28 Finland |
29 Indonesia.... . |
30 Slovak Republic................. 4.44 I
31 United States...........c........ 4.40 I
32 |
33 ]
34 South Africa.... . |
35 PerU..ccoiiiiiiiiiiieiei 3.92 I
36 Saudi Arabia ]
37 Babhrain .... ]
38 Korea, Rep.. . ]

39 Czech Republic.................. 3.22 IS

40 Ireland......ccooooiiiiiiiin 3.11 I

41 Venezuela ... I

42 Mexico . |

43 ChiNa v 2.66 I

44 United Arab Emirates........ 2.63 I

45 Australia... ..2.17 .

46 Ukraine .... ..1.92 .

47 NIgeria .....ccoovvvveeeiieeieenn 1.91 I

48 Hong Kong SAR ................ 1.85 I

49 Kazakhstan .. 1.72 .

50 Russian Federation ..1.37 a

51 Kuwait oo 1.31 .

52 Chile oo 1.00 I

SOURCE: Economist Intelligence Unit, CountryData Database (July 2008).
Adjusted based on World Economic Forum analysis.

This variable shows the demand, time, and savings deposits in
deposit money banks as a share of GDP | 2006

RANK COUNTRY/ECONOMY HARD DATA
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Korea, Rep
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Vietnam ..o,
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W W NN NDNN
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Slovak Republic...............
Philippines ..........cccccoe.
Sweden ...

W W W W w w
~N o oo WwN

Hungary ...
Saudi Arabia
Poland...
Turkey ...

AW oW
T O © @

Indonesia........cccccoeiiiinn

IN
)

Pakistan ....
Ukraine' ...
Russian Federation...

H B
W

Kazakhstan ..............cc...... 22.75

R
~N o o

Argentina..

IS
)

Mexico

IN
©

Venezuela ........ccooevois

a1
o

Colombia .....cccooviiiiiin

o1
ey

Nigeria .......oocevviieiiiiennnn
n/a United Arab Emirates .......... n/a

SOURCE: IMF, International Financial Statistics (electronic version, July
2008 or PDF version, July 2007). Calculated using methodology
detailed in Thorsten Beck, Asli Demirglic-Kunt, and Ross Levine.
2000. “A New Database on Financial Development and Structure.”
World Bank Economic Review 14: 597-605

" Not deflated
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1.05

1.06

Stock market capitalization to GDP

This indicator is the value of listed shares as a percentage of GDP |

2006 or most recent year available

RANK COUNTRY/ECONOMY HARD DATA

Hong Kong SAR .......... 713.26
Switzerland ....280.20
South Africa ....240.44
Singapore .........cccceveene. 221.54
Kuwait' ..o 153.89
United Kingdom ...139.22
Saudi Arabia... 136.64
United States ...135.37
133.89

..125.47

123.28

...120.24

118.28

111.15

....108.27

...103.50

0 N o ok W N -

32 Germany.
33 Austria

39 Colombia ....
40 Hungary ..
41 Panama .
42 Kazakhstan .....................

43 Czech Republic................ 29.94
44 Argentina....
45 Indonesia.... .
46 NiIgeria .....cocoevveeiiiie,

47 Slovak Republic................ 8.75
48 Vietnam ...7.15
49 Venezuela ...

n/a United Arab Emirates

SOURCE: Stock market capitalization and GDP data from the World

Bank, World Development Indicators

(July 2008); other data from the

IMF, International Financial Statistics (electronic version, July 2008 or
PDF version, July 2007). Calculated using methodology detailed in
Thorsten Beck, Asli Demirglc-Kunt, and Ross Levine. 2000. “A New
Database on Financial Development and Structure.” World Bank

Economic Review 14: 597-605
' GDP from 2005 22005

Relative value-added of financial institutions

to GDP

Value that financial institutions add to the economy after costs are
subtracted as a percentage of GDP | 2006

RANK COUNTRY/ECONOMY HARD DATA
T Panama.......cccoeviiiiiiiens 9.21
2 Switzerland........cccocooiinn 8.87
3 Hong Kong SAR ....8.60
4 SiNgapore .......ccocceeveeeennnn 7.10
5 China ..o, 6.56
6 EQYPt oo 6.51
7 lsrael....

8 Canada........ccoceeviiiiiiiis 6.08
9 Korea, Rep......ccccoveevneenn. 5.57
10 Australia......c.cccovevvieeiennn. 5.51

....... 5.32
....... 5.02

11 United States
12 United Kingdom...

13 Haly.o 4.69
14 Indi@a..ccoooiiiiiiiieieee 4.64
15 Netherlands .......cccovvvvvn... 4.59
16 SPaiN...cooiiiiiiiiie 4.55
17 Brazil...ocooooiiiiiiiii 4.39
18 Japan......cccccovviviiiiinnn, 4.39
19 Belgium ..o, 4.31
20 South Africa........ccccceernnnn 4.16
21 Venezuela........ccccoeeneae. 4.10
22 AUSHIa .o 3.96
23 Slovak Republic................. 3.95
24 Germany.......cccccceeeeveeenenn. 3.95
25 France......cccoccoeoeinennn. 3.90
26 Philippines .......ccccccecveiennn 3.84
27 Hungary .......ccccooeiiiiiiinnns 3.57
28 Chile .... ....3.48
29 Kuwait .ooooiiiiiiiiiiiiie 3.38
30 Argentina......cccceeiiiennn. 3.32
31 Ireland......cooviiiiiii, 3.23
32 Czech Republic.

33 Colombia .......cooeevviiiiirne, 3.08
34 Thailand ........ccooiiiiin 3.02

35 NOrway .....ccooceveviiiaiinn, 2.88
36
37 Russian Federation............ 2.57
38 Malaysia .......cccceoiiiiinn 2.54
39 MEeXiCO....oovviiiiiiiiiiiiien, 2.29
40 Peru....ccoovoiiiiiiiiiii, 2.08
41 Finland ......ooooviiiiii, 1.75
42 Saudi Arabia..........ccocooe 1.51
43 Indonesia.......cccccovviiiiienn, 1.44
....... 1.21
....... 1.19
46 NIgeria .....ccoovvevieiieiieee, 0.66
47 Poland.......ccocooiiiiiiiin, 0.45

n/a Bahrain
n/a Kazakhstan
n/a Pakistan ..o
nfa Ukraine ..o
n/a United Arab Emirates.......... n/a

SOURCE: Global Insight, World Industry Monitor, October 25, 2007
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1.07

1.08

Private credit to GDP

Stock market value traded

to GDP

Private credit by deposit-money banks and other financial institutions
as a percentage of GDP | 2006 or most recent year available

Total value of shares traded on stock m

arket exchanges as a

percentage of GDP | 2006 or most recent year available

RANK COUNTRY/ECONOMY HARD DATA

United States................. 193.69
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SOURCE: Thorsten Beck, Asli Demirglc-Kunt, and Ross Levine. 2000.
“A New Database on Financial Development and Structure.” World

Bank Economic Review 14: 597-605
' 2005
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Venezuela .........ccoceeeienn. 0.37
Slovak Republic................. 0.17
nfa Vietnam .......ccccoeveiiienin, n/a
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SOURCE: Thorsten Beck, Asli Demirglic-Kunt, and Ross Levine. 2000.
“A New Database on Financial Development and Structure.” World

Bank Economic Review 14: 597-605
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1.09

1.1

Financial market sophistication

Venture capital availability

The level of sophistication of financial markets in your country is (1 =
lower than international norms, 7 = higher than international norms)

RANK COUNTRY/ECONOMY

0 N O ok wWw N =

o o g b~ D DS DS DS DS DD DN WO WWWWWWWWRNDNDRNDNNDRNDNDNRNNDNDN-= = = o o o s
N - O © 0 N O O &~ WN - O O 0 N O a b wWwN - 0 O 0 NOoO oapr wNN - O O 0N oapr wnNN —= o o

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

SCORE

Switzerland ..........cccooe 6.75
United Kingdom .............. 6.66
Hong Kong SAR.............. 6.53
Australia ..o 6.26
Ireland ..o, 6.24
Netherlands..................... 6.23
Germany ........ccceeeveen.n. 6.19
Singapore ........cccceveennnn 6.16
Finland..........cccooviiinn, 6.01
South Africa ..o 6.00
France .....cccoooiviiiiinn, 5.98
ISrael ..o 5.91
Belgium......ccooovviiiin, 5.90
Norway..
AUSEA 5.77
Bahrain.........ccccovveeiinnn. 5.77
SpPain .o 5.69
Chile oo 5.52
Panama ..o 5.49
Malaysia.....c.ccccooiiranrnnn. 5.42
Brazil ..o 5.41
Korea, Rep. ....cccoovvviinn, 5.20
India oo 5.18
Japan......, 5.18
Turkey....ooooiiiii 4.85
Thailand.........cccooviiin, 4.80
United Arab Emirates......4.78
Slovak Republic............... 4.77
Hungary.......cocoveeiennn, 4.59
Kuwait ..o 4.59
............ 4.57
Czech Republic ............... 4.39
Italy oo 4.30
...................... 4.23
Colombia.....cccoevviiiinrns 4.22
Philippines.........ccccooeee. 4.19
Poland ...
Saudi Arabia ........ccceos 4.11
Pakistan.........ccccoceeeinnn. 4.04
Kazakhstan...................... 3.93
Argentina.........ccoceeeiiees 3.86
Venezuela.........ccccennn 3.75
Nigeria.....cccoceooviviirienn. 3.67
Indonesia..........cccceeennn. 3.59
Egypt. oo 3.44
Russian Federation ......... 3.33
Ukrainge......ccooeeeveeeeeinn, 3.25
China ..o 3.25
Vietnam ..o, 3.01

~

MEAN: 5.04

In your country, how difficult is it for entrepreneurs with innovative
but risky projects to find venture capital? (1 = impossible, 7 = very

easy)

RANK COUNTRY/ECONOMY SCORE 1 MEAN: 3.85
1 United States .................. 5.20
2 Finland. ... 5.21 EE——
3 Netherlands..................... 5.10 I —
4 E—
5 I
6 United Kingdom............... 5.07 —
7 Sweden ... 4.92 EE——
8 Ireland ..o 480
9 Hong Kong SAR.............. 4.87 —
10 Australia .cccccccccccooooooioiii 4.66 I
11 Singapore ..........ccccocveu.. 4.64 _
12 United Arab Emirates......4.54 —
13 Korea, Rep. ...cccoovevenenn.n. 4.50 —
14 Malaysia ....cocovcoverrerernnn. 4.49
15 Germany ..........ccccoeeeen. 4.42 —
16 Canada ....cccooovrrrrreveveenene 4.37 —
17 Switzerland 4.31 _
18 Belgium .o 421 EE—
19 SPAIN coovveeeeereeeee 421 E—
20 AUStria....cccoviiiiiiiie 4.18 —

21 Indi@ oo 412 E—
22 France .......ccccococueveveannn 4.08 _

23 KUWait oo 4,07
24 Chile oo 380 NE—

25 Indonesia..................... 3.87
26 Panama ..........c.cccoevnnan. 3.87 —

27 JapaN....oie 3.86 IEEE—

28 Bahrain ..o 378 —

29 Slovak Republic............... 375 I
30 South Africa .3.72
31 Saudi Arabia.................... 3.66
32 Poland .....cccoooiiiiiis 3.58 I
33 Kazakhstan................... 3.44
34 Hungary.........ccoeeeieninnn 3.37 I
35 Thailand........ccooeiiiiins 3.37 I
36 Ukraine.......cccoceoeiiiine 3.19 I
37 Russian Federation ......... 3.15 I
38 Vietnam........cccoeeiiiinins 3.12 I
39 Czech Republic ............... 3.04 I
40 |
41 |
42 Colombia......cccccooeviirnne. 2.94 .

43 EQypt..coiiiiiiiiiiiii 291 I
44 Philippin€s.....c..coovvreennn. 2.89 .

45 Ay coeoeeeeee, 2.80 NN
46 TUIKEY...ooviiiiiiiiiiie 2.85 N
47 Argentina..........ccoceeieene 2.84 N
48 Nigeria......coooevvvviniiiiinns 2.84 S
49 MEeXiCO .viviiiiiiiiiiia 2.83 IS
50 Pakistan..........cccccoeveennin. 2.81 I
51 Venezuela..........cccco.... 2.67 S
52 Brazil oo 2,52 I

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007
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Ease of access to credit

Ease of access to local equity market

During the past year, obtaining credit for your company has become
(1 = more difficult, 7 = easier)

Raising money by issuing shares on the stock market in your country

is (1 = impossible, 7 = very easy)

RANK

0w N oo w N =

oo g b A B SED D DE DD WOWOWWWWWWWRNDNNDDNDNRNDNNDNDND-= = =2 =2 =2 o a2
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SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

COUNTRY/ECONOMY SCORE
Slovak Republic............... 5.88
Sweden ... 5.72
TUrKeY. oo 5.52
Norway....... .5.49
United Arab Emirates......5.49
Finland.........ccoccoiiinn, 5.38
Panama .......cccocooeiiiinnn, 5.38
Hong Kong SAR .............. 5.36
Kuwait ..o, 5.35
India ..o 5.35
Chile oo 5.33
Peru.....cccoviiviii 5.30
Ireland ..., 5.28
South Africa .......cccooeenn 5.26
Colombia.....ccccoviviiiinns 5.17
Korea, Rep. ...ccccoovvvinnn. 5.10
Thailand... .5.10
SiNngapore ........cccccecveeen... 5.09
Netherlands..................... 5.07
Israel ..o 5.06
United States .................. 5.06
Czech Republic ............... 5.06
Indonesia..........coceeeeene. 5.06
Bahrain ..., 5.05
Malaysia .......ccccccovriiinins 5.05
United Kingdom .............. 5.03
Japan......ccii, 4.98
Australia ........cccooeeeienn. 4.97
Russian Federation ......... 4.89
Pakistan... 4.83
Canada ......cccccooviiiiiins 4.82
Venezuela...........cccoeen. 4.81
Kazakhstan...................... 4.77
Switzerland ..o 4.77
Germany ......ccoceeeviiiinns 4.75
Philippines........ccccccooeene. 4.74
SPaiIN e 4.72
MEXIiCO ...oovvveiiiiii, 4.71
Brazil ..o 4.69
Vietnam .4.69
Hungary.......cccccoeeevennenn 4.67
Belgium ..o 4.58
France ......ccccooiiiiin, 4.56
AUSTIA oo 4.43
Argentina..........ccccceeveen. 4.43
Poland ..o 4.40
Saudi Arabia........ccccco... 4.38
UKrainge ........ccocveveiiecnnn, 4.26
Italy ©oovee 4.24
EQypt. i 4.14
China...cooooiiiiiii 3.68
Nigeria......coccoovevveieinnn. 3.54

1

=
m
>
<
~
@
~

RANK

0 N o oW N -

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007

COUNTRY/ECONOMY SCORE
Sweden.....oocooiiiiii 6.24
Indonesia.........cccccoeeeen. 6.01
Hong Kong SAR.............. 6.00
South Africa ... .
NOrway.......cccooovvviiiiens 5.95
Australia .......ccccoveiiiins 5.89
Chile .o 5.87
.................... 5.85
United Kingdom .............. 5.75
India oo 5.74
United States .................. 5.71
Kuwait ..o, 5.69
Bahrain ..o, 5.67
Singapore ............cccoen.. 5.66
Israel ..o 5.66
Malaysia........cccovvrvanennn. 5.61
Netherlands.. ...5.60
Finland......ccooooiiiiis 5.60
Switzerland ..................... 5.55
Germany .......cccoceeeveennns 5.54
France ......ccccoiiiiiiiiis 5.49
Canada .....c.cccooveiiiiis 5.49
Korea, Rep. ...cccoovvvviennn. 5.49
Turkey...coooovoiiii, 5.48
AUSa . oo 5.47
United Arab Emirates......5.46
Vietnam .......oooevviiinns 5.46
Nigeria......ccocoiiiiiiis 5.43
Thailand.........cccoovvinn 5.42
Panama . ...5.40
Belgium ..o 5.32
Ireland ..., 5.23
Philippines........cc..cccoou... 5.17
Spain .o 5.12
Peru. .o 5.04
Pakistan.........cccoceiiin. 4.86
Brazil ..o 4.78
Egypt. i 4.76
ltaly .o 4.75
Saudi Arabia . ..4.64
Poland ..o 4.64
MEXiICO ...ovveeiieiiiee 4.60
Colombia ......cccoovvviiiiinn 4.58
Czech Republic ............... 4.52
Hungary.......ccccovvvevneenn. 4.30
Russian Federation ......... 4.22
China ..o 4.15
Venezuela.........cocoeenins 4.03
Kazakhstan............cc.c...... 3.94
Ukraine.......coceevvieiicnnn. 3.80
Argentina.........cccceeeeiees 3.77
Slovak Republic............... 3.47
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113

114

Bank branches

Ease of access to loans

Number of branches per 100,000 inhabitants | 2005

RANK COUNTRY/ECONOMY HARD DATA

1

2

3

4

5

6

7

8

9

10

11 Australia........cccocoeenn. 29.8c NN
12 HUNGary.....ccooveeennn. 28.25 NN
13 reland ..ooovovveieiie 23.41 S
T4 NOrwWay.....cocooveiiianes 22,92 EEm
15

16

17 United Kingdom ............ 18.35 I
18 Israel .coocvevviiiiiiiieen, 14.74 R
19 Brazil e, 14.59
20 |
21 |
22 |
23 Czech Republic ............. 11.15 .
24 Slovak Republic............. 10.28 W
25 Argentina |
26 Japan......ccoeeiieienn 9.98
27 |
28 |
29 SiNgapore.........ccccceceee 9.13
30 Colombia......cccccoiiiins 874 W
31 TUrKeY...ooooiiiiiiiiiii 8.50
32 Indonesia......cccccoeviiiiiinnn 844 WM
33 Kuwait...ooovieiiiiiiee 827 W
34 Poland ........cooeviiiiin, 817 W
35 Philippines.......cccccoeiiene 7.83 W
36 MEeXiCO ..viviiiiiiiiiiiie 7.63 W
37 Thailand.........ccccoceevinn. 718 1A
38 India ... |
39 South Africa .......cceevvie 599 W
40 Saudi Arabia .......cccoceiienn 536 W
41 Pakistan........cccoceeveinnn. 473 1
42 Venezuela.........ccccooe.. 441 1
43 PerU...ccocioiiiiiiiiii 417 1
44 EQYPt..cccciiiiiieiee 362 11
45 Kazakhstan...................... 247 1
46 Russian Federation ......... 224 1
47 Nigeria.....cccoovveeveeeeann. 162 1
48 China..ccooooveviieciiee 1.33 1
nfa Hong Kong SAR ......c.ccc.....

nfa Ukraine .......ccoceeiieniinnn.

n/a United Arab Emirates

n/a Vietnam .......ccccoeeeeeenenn.

SOURCE: Maria Soledad Martinez Peria, Thorsten Beck, and Asli
Demirguc-Kunt. 2005. Indicators of Access to and Use of Financial
Services Across Countries. World Bank database available at
http://go.worldbank.org/EZDOBVQT20

How easy is it to obtain a bank loan in your country with only a good
business plan and no collateral? (1 = impossible, 7 = very easy)

RANK COUNTRY/ECONOMY SCORE 1 MEAN: 3.97 7

1 NOTWAY oo 5.49
2 Finland.......... 5.40 ———
3 United Kingdom .............. 533
4 Netherlands..................... 5.30 —
5 Sweden.......in. 523
6 United Arab Emirates......5.14 _
7 United States ................. 5.05 —
8 Ireland ..oo..oovoveeeieen 5.05
9 Australia ... 450 EE—
10 Hong Kong SAR.............. 4.88 _
11 SiNgapore ........c.ccceoveenen. 4.81 _
12 KUWaIt e 4.56 E—
13 Malaysia....cccccoorcccceen 455 EE—
14181801 oo 453 E—
15 Switzerland 4.42 —
16 Germany .......ccccccceeeeeee. 441 E—
17 Panama........cccceveennn. 4.40 —
18 Slovak Republic............... 430
19 Korea, Rep. ..c.occoovriiennn 4.35 —
20 Belgium...ococovevieeeie 4.3 —
21 Canada ... 428
22 Chile oo 428 E—
23 Bahrain.......cooovvcoeerveen. 4.25 I
24 AUSHIE ..o 425 EE—
25 I
26 —

27 —

28 Indonesia. . —

29 SPAIN c.ovoeeeeeee, 4.00 —

30 South Affica ..o 3.02

31 France ......ccoviiiiica 3.76 I

32 Hungary.....coccooevevineens 3.67 I

33 Japan.......cccciiiiiiiiin 3.65 I

34 Kazakhstan...................... 3.64 I

35 Saudi Arabia ... 3.63 I

36 Poland ... 3.43

37 Peru..ociiiiiiiiiiiis 3.43 I

38 Czech Republic. ]

39 Venezuela........ccoceen. 3.29 I

40 Ukraine........ccoeveivinannn 3.18 I

41 Colombia......cccccooeviirnnn. 3.17 I

42 TUrKeY...oooiiiiiiiiiii, 3.15 I

43 Philippines........cccccoeeen. 2.92 IS

A4 @Y oo, 2.83 N

45 Vietnam.......ccocoeviiiieins 2.82 =

46 Russian Federation ......... 2.81 I

47 MEeXiCO ..vvviiiiiiiiiiia 2.79 I

48 Brazil ..ccocooeviiiiiiiii 2.79 IS

49 EQYpt..cooiiiiiiiiiiii 2.69 N

50 China...ccoooiiiiiiiiiii, 2.57 .

51 Nigeria.. .2.50 .

52 Argentina........ccccoeeinanns 2.33 Im

SOURCE: World Economic Forum, Executive Opinion Survey 2006, 2007
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Technical Notes and Sources

The following section complements the data tables by
providing additional information and definitions for the
hard data indicators that enter the composition of the
Financial Development Index 2008. In the following
pages, the number next to the variable corresponds to
the number of the data table that shows the ranks and
scores for all countries on this particular indicator.

The data used in this Report represent the best
available estimates from various international agencies,
private sources, and national authorities at the time the
Report was prepared. It is possible that some data will
have been updated or revised after publication.

Section I: Institutional environment

1.01 Capital account liberalization
This index measures the degree of capital account liberal-
ization within a country, standardized on a 1-to-7 scale |
2005
This variable measures specifically the level of capital controls
based on information from the IMF's Annual Report on
Exchange Arrangements and Exchange Restrictions (AREAER).
The World Economic Forum created an interaction term
between these data and the Legal and regulatory issues subpil-
lar of this Financial Development Index and standardized the
scores on a scale from 1 to 7.

Source: Menzie Chinn and Hiro Ito. 2007. “A New Measure of
Financial Openness.” Journal of Comparative Policy Analysis
(forthcoming). Data set available at http://www.ssc.wisc.edu/
~mchinn/research.html. Interaction results from World
Economic Forum analysis.

1.07 Shareholder rights index

This variable is an aggregation of numerous measures of
shareholder rights

Source: Sergio Schmukler (personal communication)

1.20 Number of procedures to enforce a contract

Number of procedures from the moment the plaintiff files a
lawsuit in court until the moment of payment | 2007

A procedure is defined as any interaction between the parties,
or between them and the judge or court officer. This includes
steps to file the case, steps for trial and judgment, and steps
necessary to enforce the judgment. The survey allowed respon-
dents to record procedures that exist in civil law but not com-
mon law jurisdictions, and vice versa. For example, the judge
can appoint an independent expert in civil law countries, where-
as both parties in common law countries send lists of their
expert witnesses to the court. To indicate the overall efficiency
of court procedures, one procedure is now subtracted for coun-
tries that have specialized commercial courts and one proce-
dure for countries that allow electronic filing of court cases.

Source: The World Bank, Doing Business 2008

1.21 Time to enforce a contract
Number of days required to resolve a dispute | 2007
Time is recorded in calendar days, counted from the moment
the plaintiff files the lawsuit in court until payment. This
includes both the days when actions take place and the waiting
periods in between. The respondents make separate estimates
of the average duration of different stages of dispute resolution:
the completion of service of process (time to file the case), the
issuance of judgment (time for the trial and obtaining the judg-
ment), and the moment of payment (time for enforcement).

Source: The World Bank, Doing Business 2008

1.22 Cost of enforcing contracts
Cost of enforcing contracts as a percentage of debt | 2007
This variable is recorded as a percentage of the claim, assumed
to be equivalent to 200 percent of income per capita. Only offi-
cial costs required by law are recorded, including court and
enforcement costs and average attorney fees where the use of
attorneys is mandatory or common.

Source: The World Bank, Doing Business 2008

1.23 Strength of investor protection

This index assesses the strength of investor protection on a
0-to-10 (best) scale | 2007

The Strength of Investor Protection Index is the average of the
extent of disclosure index, the extent of director liability index,

and the ease of shareholder suits index. The index ranges from
0 to 10, with higher values indicating more investor protection.

Source: The World Bank, Doing Business 2008

1.24 Time to close a business
Time in years to close a business | 2007
Information is collected on the sequence of procedures and on
whether any procedures can be carried out simultaneously.
Potential delay tactics by the parties, such as the filing of dilatory
appeals or requests for extension, are taken into consideration.

Source: The World Bank, Doing Business 2008

1.25 Domestic financial sector liberalization

This index measures the degree of domestic financial sector
liberalization within a country, standardized on a 1-to-7
scale | 2005

This index was calculated on the basis of whether or not con-
trols (ceilings and floors) on interest rates and credit exist, and
whether or not deposits in foreign currency are allowed.
Schmukler and Kaminsky updated their results up to 2005 for a
subset of the sample countries. The World Economic Forum
used their methodology to update the rest of the countries for
the purposes of the calculations in this report. National sources,
central banks, and IMF reports were the main sources of these
updates. The World Economic Forum then created an interac-
tion term between these data and the Legal and regulatory
issues subpillar of this Financial Development Index and stan-
dardized the scores on a scale from 1 to 7.

Source: Graciela Kaminsky and Sergio Schmukler, 2003.
“Short-Run Pain, Long-Run Gain: The Effects of Financial
Liberalization.” IMF Working Paper 03/34 Washington, DC:
International Monetary Fund
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Technical Notes and Sources

Section ll: Business environment

2.06

2.09

2.14

Tertiary enroliment

Gross tertiary enrollment rate | 2006 or most recent year
available

This variable is the ratio of total enroliment, regardless of age,
to the population of the age group that officially corresponds to
the level of education shown. Estimates are based on
UNESCO's classification of education levels. Tertiary enroliment
requires, as a minimum condition of admission, the successful
completion of education at the secondary level or evidence of
attainment of an equivalent level of knowledge; instruction is
provided at a university, teachers’ college, or higher-level pro-
fessional school.

Source: UNESCO Institute for Statistics (June 2008); World
Bank, World Development Indicators 2008 (published version);
national sources

Corporate tax rate

The top tax rate on corporate income | 2006

This represents the top tax rate on corporate income in a coun-
try, as compiled by the Heritage Foundation from Ernst &Young,
Deloitte, IMF, investment agency and governmental sources.

Source: Heritage Foundation, 2008 Index of Economic Freedom

Internet users
Internet users per 100 inhabitants | 2006
Internet users are people with access to the worldwide network

Source: International Telecommunication Union, World
Telecommunication Indicators 2007, national sources

Broadband Internet subscribers

Total broadband Internet subscribers per 100 inhabitants |
2006 or most recent year available

The International Telecommunication Union considers broad-
band to be any dedicated connection to the Internet of 256 kilo-
bits per second (kb/s) or faster, in both directions. Broadband
subscribers refers to the sum of DSL, cable modem, and other
broadband (for example, fiber optic, fixed wireless, apartment
LANs, satellite connections) subscribers.

Source: International Telecommunication Union, World
Telecommunication Indicators 2007, national sources

Telephone lines

Main telephone lines per 100 inhabitants | 2006 or most
recent year available

A main telephone line is a telephone line connecting the sub-
scriber’s terminal equipment to the public switched telephone
network and that has a dedicated port in the telephone
exchange equipment.

Source: International Telecommunication Union, World
Telecommunication Indicators 2007, national sources

Mobile telephone subscribers

Mobile cellular telephone subscribers per 100 inhabitants |
2006

The term subscribers refers to users of mobile telephones sub-
scribing to an automatic public mobile telephone service that
provides access to the public switched telephone network
using cellular technology. This can include analogue and digital
cellular systems but should not include noncellular systems.
Subscribers to fixed wireless, public mobile data services or
radio paging services are not included.

Source: International Telecommunication Union, World
Telecommunication Indicators 2007, national sources

2.16

2.17

2.18

2.19

2.20

Cost of starting a business

Cost of starting a business as a percentage of income per
capita | 2007

This variable measures the official fees and fees for legal or
professional services if such services are required by law to
start a new business. Fees for purchasing and legalizing compa-
ny books are included if these transactions are required by law.
The company law, the commercial code, and specific regula-
tions and fee schedules are used as sources for calculating
costs. In the absence of fee schedules, a government officer's
estimate is taken as an official source. In the absence of a gov-
ernment officer’s estimate, estimates of incorporation lawyers
are used. If several incorporation lawyers provide different esti-
mates, the median reported value is applied. In all cases the
cost excludes bribes.

Source: The World Bank, Doing Business 2008

Cost of dealing with licenses

Cost of dealing with licenses as a percentage of income per
capita | 2007

This variable measures fees associated with completing the
procedures to legally build a warehouse are recorded, including
those associated with obtaining land use approvals and precon-
struction design clearances; receiving inspections before, dur-
ing, and after construction; getting utility connections; and reg-
istering the warehouse property. Nonrecurring taxes required
for the completion of the warehouse project also are recorded.
The building code, information from local experts, and specific
regulations and fee schedules are used as sources for costs. If
several local partners provide different estimates, the median
reported value is used.

Source: The World Bank, Doing Business 2008

Cost of registering property

Cost of registering property as a percentage of income per
capita | 2007

This variable is a percentage of the property value, assumed to
be equivalent to 50 times income per capita. Only official costs
required by law are recorded; these include fees, transfer taxes,
stamp duties, and any other payment to the property registry,
notaries, public agencies, or lawyers. Other taxes, such as capi-
tal gains tax or value-added tax, are excluded from the cost
measure. Both costs borne by the buyer and those borne by
the seller are included. If cost estimates differ among sources,
the median reported value is used.

Source: The World Bank, Doing Business 2008

Cost to export

Total official cost in US dollars associated with exporting a
container, excluding tariffs and trade taxes | 2007

This variable measures the fees levied on a 20-foot container in
US dollars. All the fees associated with completing the proce-
dures to export the goods are included. These include costs for
documents, administrative fees for customs clearance and
technical control, terminal handling charges, and inland trans-
port. The cost measure does not include tariffs or trade taxes.
Only official costs are recorded.

Source: The World Bank, Doing Business 2008

Cost to import

Total official cost in US dollars associated with importing a
container, excluding tariffs and trade taxes | 2007

This variable measures the fees levied on a 20-foot container in
US dollars. All the fees associated with completing the proce-
dures to import the goods are included. These include costs for
documents, administrative fees for customs clearance and
technical control, terminal handling charges, and inland trans-
port. The cost measure does not include tariffs or trade taxes.
Only official costs are recorded.

Source: The World Bank, Doing Business 2008
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2.21

2.22

Cost of enforcing contracts

Cost of enforcing contracts as a percentage of claim |

2007

This variable is recorded as a percentage of the claim, assumed
to be equivalent to 200 percent of income per capita. Only offi-
cial costs required by law are recorded, including court and
enforcement costs and average attorney fees where the use of
attorneys is mandatory or common.

Source: The World Bank, Doing Business 2008

Cost of closing a business

Cost of closing a business as a percentage of the estate |
2007

The cost of the proceedings is recorded as a percentage of the
estate’s value. The cost is calculated on the basis of survey
responses by insolvency practitioners and includes court fees
as well as fees of insolvency practitioners, independent asses-
sors, lawyers, and accountants. Respondents provide cost esti-
mates from among the following options: less than 2%, 2-5%,
5-8%, 8-11%, 11-18%, 18-25%, 25-33%, 33-50%, 50-75%,
and more than 756% of the value of the business estate.

Source: The World Bank, Doing Business 2008

Section lll: Financial stability

3.01

3.02

3.03

3.04

3.05A

Change in real effective exchange rate

Average percentage change in real effective exchange rate
from year to year over the period 2002-06

Real effective exchange rates (REERSs) are available only for a
subgroup of rated countries and come from two main sources:
JP Morgan and the IMF. The JP Morgan REER index relies on
available measures of the prices of domestically produced fin-
ished manufactured goods (excluding primary food and energy),
while the IMF index is based on consumer prices. Cross-coun-
try comparisons are therefore difficult, but changes over time
for individual countries still give a rough indication of the evolu-
tion of relative costs. This variable relies on available measures
of the prices of domestically produced finished manufactured
goods and consumer prices.

Source: Moody's Statistical Handbook (May 2007)

External vulnerability indicator

The external vulnerability indicator is the sum of several
measures of external exposure as a percentage of foreign
exchange reserves | 2006

This variable is the short-term external debt + currently matur-
ing long-term external debt + total nonresident deposits over
one year / official foreign exchange reserves (%).

Source: Moody's Statistical Handbook (May 2007)

Current account balance to GDP

The current account balance to GDP provides an indicator
of the difficulty a country might have in mobilizing the
foreign exchange necessary for debt service | 2006

Source: Moody's Statistical Handbook (May 2007)

Dollarization vulnerability indicator

This variable measures the risk of payment crisis and
default originating from the presence of a large amount of
dollarization in the domestic banking system | 2006

Source: Moody's Statistical Handbook (May 2007)

External debt to GDP (developing economies)

External debt as a percentage of GDP | 2006

This variable measures the total debt held by nonresidents,
regardless of the currency in which the debt is denominated, as
a share of GDP for emerging markets only.

Source: Moody's Statistical Handbook (May 2007)

3.05B Net international investment position to GDP

3.06

3.07

3.08

3.09

3.10

(advanced economies)

Net international investment position as a percentage of
GDP | 2006

For advanced economies only, this variable measures the role
these countries play in the international movement of capital.
The estimate is based on the difference between the market
value of a country’s foreign assets and that of its liabilities
relative to GDP.

Source: Moody's Statistical Handbook (May 2007)

Activity restrictions for banks

This index measures the degree to which banks are allowed
to engage in fee-based activities rather than more traditional
interest spread-based activities | 2006

Measured activities include securities activities, insurance
activities, and real estate activities.

Source: James Barth, Gerard Caprio, and Ross Levine. 2007.
"Bank Regulations Are Changing: But for Better or Worse?"
World Bank Discussion Paper, Washington, DC

Entry restrictions for banks

This index measures the extent of procedures required for
opening a bank and maintaining a banking license | 2006

Source: James Barth, Gerard Caprio, and Ross Levine. 2007.
“Bank Regulations Are Changing: But for Better or Worse?"
World Bank Discussion Paper, Washington, DC

Capital restrictions for banks

This index is based on different measures of capital
regulatory stringency | 2006

This variable is composed of different measures of capital
regulatory stringency including overall capital stringency and
initial capital stringency. Overall capital stringency measures the
extent of regulatory requirements and specific guidelines
regarding the amount of capital that banks must have. Initial
capital stringency measures the extent to which the source of
funds that count as regulatory capital can include assets other
than cash or government securities, borrowed funds, and
whether the sources of capital are verified by the regulatory or
supervisory authorities.

Source: James Barth, Gerard Caprio, and Ross Levine. 2007.
“Bank Regulations Are Changing: But for Better or Worse?"”
World Bank Discussion Paper, Washington, DC

Official supervisory power

This index measures the extent to which official supervisory
authorities have the authority to take specific actions to
prevent and correct problems | 2006

Possible actions include restructuring power, declaring insolvency
power, and prompt corrective power that force automatic
enforcement actions such as intervention.

Source: James Barth, Gerard Caprio, and Ross Levine. 2007.
"Bank Regulations Are Changing: But for Better or Worse?"
World Bank Discussion Paper, Washington, DC

Private monitoring of the banking industry

This index measures the degree to which the private sector
monitors the banking industry (higher percentage values
indicate greater transparency) | 2006

Indicators included in assessment of private monitoring include
the requirement of certified auditing, percentage of 10 biggest
banks rated by international rating agencies, and bank accounting.

Source: James Barth, Gerard Caprio, and Ross Levine. 2007.
“Bank Regulations Are Changing: But for Better or Worse?"
World Bank Discussion Paper, Washington, DC
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3.1

Frequency of banking crises

This variable is calculated based on the number of banking
crises that countries experienced from 1974 to 2003

The crisis count includes systemic banking crises (defined as
much or all of bank capital being exhausted), borderline cases
of systemic crisis, and smaller non-systemic crises.

Source: Gerard Caprio and Daniela Klingebiel. 2003. "“Episodes
of Systemic and Borderline Financial Crises.” Washington, DC:
World Bank

Stability Index

This variable measures the asset quality, capital adequacy,
liquidity and sensitivity to market risk in a banking system |
2005

This variable is the average of the subdimension indexes

within the dimension of stability. This dimension is comprised
of capital adequacy, asset quality (borrowers), asset quality
(lenders), liquidity, and sensitivity to market risk. The average is
calculated with at least one subdimension index. The variable
values are very specific to banking stability; as explained in the
Methodology section, very high stability does not imply efficien-
cy or a positive influence on access to capital.

Source: World Bank, Financial Indicators website
www.financial-indicators.org

Cumulative real estate appreciation

Percentage average annual appreciation of national real
estate prices deflated with the local GDP deflator for the
period 2001-05

Source: Joshua Aizenman and Yothin Jinjarak. 2008. “Current
Account Patterns and National Real Estate Markets.” NBER
Working Paper No. 13921. Cambridge, MA: NBER

Local currency sovereign rating

This variable measures the probability that a country will
pay its local currency borrowing in a full and timely manner
| 2006

Local currency sovereign credit ratings of Standard and Poor's
were converted on a linear numerical scale from 0 (reflecting
SD) to 20 (reflecting AAA). Credit outlooks were given either a
positive 0.3 or a negative 0.3 to be added or taken off of the
actual rating of a country. Accounting for structural breaks
occurred when a country was upgraded or downgraded
between an investment and sub-investment grade. Given that
ratings action does not take place at regular intervals, calculat-
ing the ratings for one year would take into account the number
of days that a country was rated before a change in the rating.
For instance, if a country was upgraded one notch on February
first, from a 16 to a 17, then a weighted average would be cal-
culated (11 months based on the new rating of 17 and 1 month
based on the rating of 16). The same thing occurred for down-
grades, and for credit outlook changes.

Source: Standard and Poor's, “Sovereign Ratings History Since
1975" (January, 2007)

3.15

Foreign currency sovereign rating

This variable measures the probability that a country will
pay its foreign currency borrowing in a full and timely
manner | 2006

Foreign currency sovereign credit ratings of Standard and Poor’s
were converted on a linear numerical scale from 0 (reflecting
SD) to 20 (reflecting AAA). Credit outlooks were given either a
positive 0.3 or a negative 0.3 to be added or taken off of the
actual rating of a country. Accounting for structural breaks
occurred when a country was upgraded or downgraded
between an investment and sub-investment grade. Given that
ratings action does not take place at regular intervals, calculat-
ing the ratings for one year would take into account the number
of days that a country was rated before a change in the rating.
For instance, if a country was upgraded one notch on February
first, from a 16 to a 17, then a weighted average would be cal-
culated (11 months based on the new rating of 17 and 1 month
based on the rating of 16). The same thing occurred for down-
grades, and for credit outlook changes.

Source: Standard and Poor’s, “Sovereign Ratings History Since
1975" (January, 2007)

Section IV: Banks

4.01

4.02

4.03

4.04

Size index

This index is an average of scaled indicators measuring the
size of the banking sector | 2005

These indicators are deposit money bank assets to GDP, central
bank assets to GDP, M2 to GDP, total system deposits to GDP,
private credit to GDP, private credit to total domestic GDP, and
private credit to total funding. The average is calculated when a
value is present for at least one indicator.

Source: World Bank, Financial Indicators website
www.financial-indicators.org

Efficiency index

Average of the subdimension indexes measuring profitability,
efficiency, and competitiveness | 2005

Specifically, this variable is comprised of the Three-bank con-
centration ratio (assets), Three-bank concentration ratio
(deposits), Lending-deposit rates spread, Net interest margin,
Operating costs to total assets, Return on assets (adjusted),
Return on assets (median), and foreign bank ownership. In addi-
tion to the above variables calculated by the World Bank, the
fraction of the banking system that is foreign-owned was added
to capture an additional dimension of banking efficiency.

Source: James Barth, Gerard Caprio, and Ross Levine. 2007.
“Bank Regulations Are Changing: But for Better or Worse?"”
World Bank Discussion Paper, Washington, DC

Public ownership of banks

Percentage of the banking system'’s assets that is in banks
that are 50 percent or more government owned | 2005
Measured as of year-end 2005.

Source: James Barth, Gerard Caprio, and Ross Levine. 2007.
“Bank Regulations Are Changing: But for Better or Worse?"”
World Bank Discussion Paper, Washington, DC; associated
“World Bank Survey llI" database, available at
http://go.worldbank.org/SNUSW978P0

Public credit registry coverage

Percentage of adults covered by a public credit registry |
2007

Includes information on repayment history, unpaid debts, or
credit outstanding.

Source: The World Bank, Doing Business 2008
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4.05

4.06

Private credit bureau coverage 5.05
Percentage of adults covered by a private credit registry |

2007

Includes information on repayment history, unpaid debts, or

credit outstanding.

Source: The World Bank, Doing Business 2008

Credit Information Index

Indexed value for the amount of credit information available
from either a public registry or a private bureau | 2007
Higher values of this index, with responses ranging from 0 to 6,
indicate more credit information available from either a public
registry or a private bureau to facilitate lending decisions.

Source: The World Bank, Doing Business 2008
5.06

Section V: Non-banks

5.01

5.02

5.03

5.04

IPO market share

Percentage of world IPOs (initial public offerings) issued in
a given country as measured by US dollars | 2006

IPOs are issues where the common stock has never traded
publicly in any market and is offered in its initial public offering.
Annual volumes accumulate the proceeds amount + over allot-
ment sold (US$ millions) [amount of the issue in this market
plus the over allotment amount (a.k.a. green shoe) sold in this
market] for all issues based on the issue/announcement date.

Source: Thomson Financial SDC Platinum, retrieved December
2007

5.07
IPO proceeds amount
Total IPO (initial public offering) proceeds as a percentage
of GDP | 2006
This variable represents IPO proceeds as a percentage of GDP.
The initial public offering (IPO) proceeds amount is calculated
when the common stock has never before traded publicly in
any market. Annual volumes accumulate as the proceeds
amount + over allotment sold (US$ millions), which is the
amount of the issue in this market plus the over allotment
amount (a.k.a. green shoe) sold in this market] for all issues
based on the issue/announcement date.

Source: IPO information from Thomson Financial SDC Platinum,
retrieved December 2007, GDP data from Moody's Investors

Service
5.08

Share of world IPOs

Number of IPO (initial public offering) issues as a percentage
of total global number of issues | 2006

This variable counts the number of IPO issues as defined in
variable 5.02 and shows the percentage of the total global
issuance in number of issues attributable to that country.

Source: Thomson Financial SDC Platinum, retrieved December
2007

5.09
M&A market share
Dollar value of M&A (mergers and acquisitions) occurring in
a given country as a percentage of total global value | 2006
Percentage of the total world rank value of the transaction in
US dollars (including the net debt of the target) attributable to a
given country. The rank value is calculated by subtracting the
value of any liabilities assumed in a transaction from the trans-
action value and by adding the target's net debt (US$ millions).
Net debt is straight debt + short-term debt + preferred equity —
cash and marketable securities as of the date of the most cur-
rent financial information prior to the announcement of the
transaction. Preferred equity is not included if the cost to
acquire preferred shares (CSTPFD) is filled in.

Source: Thomson Financial SDC Platinum, retrieved December
2007

M&A transaction value to GDP

This variable is the rank value of the transaction in US
dollars (including the net debt of the target) as a percentage
of GDP | 2006

The rank value is calculated by subtracting the value of any lia-
bilities assumed in a transaction from the transaction value and
by adding the target's net debt (US$ millions). Net debt is
straight debt + short-term debt + preferred equity — cash and
marketable securities as of the date of the most current finan-
cial information prior to the announcement of the transaction.
Preferred equity is not included if the cost to acquire preferred
shares (CSTPFD) is filled in.

Source: Thomson Financial SDC Platinum, retrieved December
2007

Share of total number of M&A deals

Percentage of world M&A (mergers and acquisitions) deals
occurring in a given country as measured by the share of
total number of global M&A deals?2006

The percentage of total world rank value of transactions in US
dollars (including the net debt of the target), attributable to a
particular country. The rank value is calculated by subtracting
the value of any liabilities assumed in a transaction from the
transaction value and by adding the target’s net debt (US$ mil-
lions). Net debt is straight debt + short-term debt + preferred
equity — cash and marketable securities as of the date of the
most current financial information prior to the announcement of
the transaction. Preferred equity is not included if the cost to
acquire preferred shares (CSTPFD) is filled in.

Source: Thomson Financial SDC Platinum, retrieved December
2007

Insurance premiums, direct

Direct insurance premiums (life and non-life), including
commissions and other charges, prior to cession to a
reinsurance company (US$ millions) | 2006

Premium volumes are converted into US dollars to facilitate
comparisons between the different markets and regions, using
the average exchange rate for the financial year. Where no pre-
mium data are available (indicated by “n/a” for the local curren-
cy value), the premium income in US dollars is estimated based
on the assumption that the ratio of insurance premiums to GDP
remained constant (constant insurance penetration).

Source: Swiss Re, World Insurance in 2006: Premiums Came
Back to “Life”

Insurance density

Direct life insurance premiums (life and non-life) per capita
from domestic sources (US dollars) | 2006

Only premium income from domestic risks is used to calculate
insurance penetration and density. Cross-border business is not
included. This exclusion has a significant effect in Luxembourg,
Ireland, and the United Kingdom.

Source: Swiss Re, World Insurance in 2006: Premiums Came
Back to “Life”

Real growth of direct insurance premiums

Annual real rate of growth (%) of direct premiums (life and
non-life) based on local currency prices | 2006

Real growth rates are calculated using premiums in local cur-
rencies and adjusted for inflation using the consumer price
index for each country.

Source: Swiss Re, World Insurance in 2006: Premiums Came
Back to “Life”
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5.10

Insurance penetration

Direct domestic premiums (life and non-life) as a percentage
of GDP | 2006

Only premium income from domestic risks is used to calculate
insurance penetration and density. Cross-border business is not
included. This exclusion has a significant effect in Luxembourg,
Ireland and the United Kingdom.

Source: Swiss Re, World Insurance in 2006: Premiums Came
Back to “Life”

Relative value-added of insurance

The value added by insurance services to the economy after
costs are subtracted, as a percentage of GDP | 2006

This indicator represents what remains of total sales revenue
after the costs of providing insurance products are taken out,
signifying the value the insurance sector creates in the economy.

Source: Global Insight, World Industry Monitor, October 25,
2007

Securitization to GDP

The sum of asset-backed securities (ABS), mortgage-backed
securities (MBS), high-yield bonds, and highly leveraged
loans’ deal value as a percentage of GDP | 2006

Source: Dealogic Analytics, data retrieved February 2008

Share of total number of securitization deals

The sum of asset-backed securities (ABS), mortgage-backed
securities (MBS), high-yield bonds, and highly leveraged
loans as a percentage of total deals | 2006

Source: Dealogic Analytics, data retrieved February 2008

Section VI: Financial markets

6.01

6.02

Spot foreign exchange turnover

Percentage share of world total of spot foreign exchange
turnover | April 2007

Transactions are measured in US dollars and involve the
exchange of two currencies at a rate agreed upon on the date
of the contract for value of delivery at a time less than two days
into the future. The spot legs of swaps were not included
among spot transactions but were treated as swap transactions
even when they were for settlement within two days (i.e.,
including “tomorrow/next day"” transactions).

Source: Bank of International Settlements, Triennial Central
Bank Survey, December 2007

Outright forward foreign exchange turnover
Percentage share of world total of outright forward foreign
exchange turnover | April 2007

Transactions are measured in US dollars and involve the
exchange of two currencies at a rate agreed upon on the date
of the contract for value of delivery at a time more than two
days into the future. Exchange rate is for cash settlement at
some time in the future (more than two business days later).

Source: Bank of International Settlements, Triennial Central
Bank Survey, December 2007

6.03

6.04

6.05

6.06

6.07

6.08

Foreign exchange swap turnover

Percentage share of world total of foreign exchange swap
turnover | April 2007

Transactions are measured in US dollars and involve the actual
exchange of two currencies (principal amount only) on a specif-
ic date at a rate agreed upon at the time of conclusion of the
contract (the short leg), and a reverse exchange of the same
two currencies at a date further in the future and at a rate (gen-
erally different from the rate applied to the short leg) agreed at
the time of the contract (the long leg). Both spot/forward and
forward/forward swaps are included. Short-term swaps carried
out as “tomorrow/next day” transactions are also included in
this category.

Source: Bank of International Settlements, Triennial Central
Bank Survey, December 2007

Interest rate derivatives turnover: Forward rate agreements

Percentage share of world total of over-the-counter single
currency forward interest rate agreements turnover | April
2007

Transactions are measured in US dollars and involve interest
rate forward contracts in which the rate to be paid or received
on a specific obligation for a set period of time, beginning at
some time in the future, is determined at contract initiation.

Source: Bank of International Settlements, Triennial Central
Bank Survey, December 2007

Interest rate derivatives turnover: Swaps

Percentage share of world total of over-the-counter single
currency interest rate swaps turnover | April 2007
Transactions are measured in US dollars and involve agree-
ments to exchange periodic payments related to interest rates
on a single currency; these can be fixed for floating, or floating
for floating based on different indices. This group includes
those swaps whose notional principal is amortized according to
a fixed schedule independent of interest rates.

Source: Bank of International Settlements, Triennial Central
Bank Survey, December 2007

Interest rate derivatives turnover: Options

Percentage share of world total of over-the-counter interest
rate options turnover | April 2007

Transactions are measured in US dollars and involve option con-
tracts that give the right to pay or receive a specific interest
rate on a predetermined principal for a set period of time.

Source: Bank of International Settlements, Triennial Central
Bank Survey, December 2007

Foreign exchange derivatives turnover: Currency swaps

Percentage share of world total of over-the-counter foreign
exchange currency swaps turnover | April 2007
Transactions are measured in US dollars and involve contracts
that commit two counterparties to exchange streams of inter-
est payments in different currencies for an agreed period of
time and to exchange principal amounts in different currencies
at a pre-agreed exchange rate at maturity.

Source: Bank of International Settlements, Triennial Central
Bank Survey, December 2007

Foreign exchange derivatives turnover: Options

Percentage share of world total of over-the-counter foreign
exchange options turnover | April 2007

Transactions are measured in US dollars and involve contracts
that give the right to buy or sell a currency with another curren-
cy at a specified exchange rate during a specified period. This
category also includes exotic foreign exchange options such as
average rate options and barrier options.

Source: Bank of International Settlements, Triennial Central
Bank Survey, December 2007
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6.09

6.10

6.12

Equity market turnover

The total value of shares traded during the period divided
by the average market capitalization for the period | 2005
The average market capitalization is calculated as the average
of the end-of-period values for the current period and the previ-
ous period.

Source: World Bank, Financial Indicators website
www.financial-indicators.org

Private-sector bonds to GDP

The total amount of outstanding domestic debt securities
by private domestic entities as a percentage of GDP | 2005
Domestic debt is deflated by the average of the end-of-year
value for year t and year t-1, both deflated by the end-of-year
consumer price index (CPI); the GDP is deflated by the annual
value of the CPI.

Source: World Bank, Financial Indicators website
www.financial-indicators.org

Public-sector bonds to GDP

This index is based on the total amount of outstanding
domestic debt securities by public domestic entities as a
percentage of GDP | 2005

Domestic debt is deflated by the average of the end-of-year
value for year t and year t-1, both deflated by the end-of-year
consumer price index (CPI); the GDP is deflated by the annual
value of the CPI. A non-monotonic treatment was applied as
described in the methodology section and the values standard-
ized on a 1-to-7 scale.

Source: World Bank, Financial Indicators website
www.financial-indicators.org

International bonds to GDP

Percentage of GDP represented by international bonds |
2005

Source: World Bank, Financial Indicators website
www.financial-indicators.org

Section VII: Size, depth, and access

7.01

7.02

M2 to GDP

Money and quasi-money supply as a percentage of GDP |
2005

This variable shows money and quasi-money as a percentage of
GDP, calculated using the following deflation method:

05) Ft . Fr
o P_et P_ei
GDP;

P_a;

where Fis money and quasi-money, P_e is end-of-period CPI,
and P_a is average annual CPI.

Source: World Bank, Financial Indicators website
www.financial-indicators.org

Private debt to GDP

The sum of domestic debt securities and international debt
securities for financial institutions and corporate issuers as
a percentage of GDP | 2006

Source: Bank of International Settlements, Quarterly Review
December 2007

7.03

7.04

7.05

7.06

Public debt to GDP

This index is based on the total debt owed by government
to domestic residents, foreign nationals, and multilateral
institutions as a percentage of GDP | 2006

The total debt includes both local and foreign currency owed by
government to domestic residents, foreign nationals, and multi-
lateral institutions such as the IMF, and is expressed as a per-
centage of GDP. A non-monotonic treatment was applied as
described in the methodology section and the values standard-
ized on a 1-to-7 scale.

Source: Economist Intelligence Unit CountryData Database,
data retrieved July 2008

Bank deposits to GDP

This variable shows the demand, time, and savings
deposits in deposit money banks as a share of GDP | 2006
The ratio is calculated using the following deflation method:

08 x | 2 +
. X —_
P_e; P et
GDP;
P_a;

where Fis demand and time and saving deposits, P_e is end-
of-period CPI, and P_a is average annual CPI .

Source: Data are from the IMF International Financial Statistics
database, electronic version, accessed July 2008 or the July
2007 PDF version. Calculated using methodology detailed in
Thorsten Beck, Asli Demirglc¢-Kunt, and Ross Levine. 2000. “A
New Database on Financial Development and Structure.” World
Bank Economic Review 14: 5977605

Stock market capitalization to GDP

This indicator is the value of listed shares as a percentage
of GDP | 2006 or most recent year available

The ratio is calculated using the following deflation method:

05) Ft . Fr
o P_e: P_et
GDP;

P_a;

where Fis stock market capitalization, P_e is end-of-period CPI,
and P_a is average annual CPI.

Source: Stock market capitalization and GDP data are from the
World Bank World Development Indicators database, accessed
July 2008; other data from the IMF International Financial
Statistics database, electronic version, accessed July 2008 or
the July 2007 PDF version. Calculated using methodology
detailed in Thorsten Beck, Asli Demirglic-Kunt, and Ross
Levine. 2000. “A New Database on Financial Development and
Structure.” World Bank Economic Review 14: 597?605

Relative value-added of financial institutions to GDP
Value that financial institutions add to the economy after
costs are subtracted as a percentage of GDP | 2006

This indicator represents what remains of total sales revenue
after the costs of providing financial products are taken into
account. This signifies the value the financial institutions sector
creates in the economy.

Source: Global Insight, World Industry Monitor, October 25,
2007
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7.07 Private credit to GDP
Private credit by deposit-money banks and other financial
institutions as a percentage of GDP | 2006 or most recent
year available
The ratio is calculated using the following deflation method:

05) Ft . Fe
o P_e; P et
GDP;

P_at

Technical Notes and Sources

where F is credit to the private sector, P_e is end-of-period CPI,
and P_a is average annual CPI .

Source: Thorsten Beck, Asli Demirglc-Kunt, and Ross Levine.
2000. “A New Database on Financial Development and
Structure.” World Bank Economic Review 14: 597?605.

7.08 Stock market value traded to GDP

Total value of shares traded on stock market exchanges as a
percentage of GDP | 2006 or most recent year available

Source: Thorsten Beck, Asli Demirglc-Kunt, and Ross Levine.
2000. “A New Database on Financial Development and
Structure.” World Bank Economic Review 14: 597?605

7.13 Bank branches
Number of branches per 100,000 inhabitants | 2005
Source: Maria Soledad Martinez Peria, Thorsten Beck, and Asli
Demirglic-Kunt. 2005. Indicators of Access to and Use of

Financial Services Across Countries. World Bank database,
available at http://go.worldbank.org/EZDOBVQT20
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