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Note
The United Nations Conference on Trade and Development (UNCTAD) supports developing countries 
to access the benefits of a globalised economy more fairly and effectively. The Division on Investment 
and Enterprise of UNCTAD serves as the focal point for all matters related to foreign direct investment 
and multinational enterprises in the United Nations System. It builds on more than four decades of  
experience and international expertise in research and policy analysis on investment and enterprise 
development, fosters intergovernmental consensus-building, and provides technical assistance to 
over 150 countries.

The World Federation of Exchanges (WFE) is the global industry association for exchanges and clearing 
houses. WFE exchanges are home to nearly 45,000 listed companies, and the market capitalisation 
of these entities is over $67.9 trillion. The WFE is the definitive source for exchange-related statistics, 
and publishes over 350 market data indicators. The WFE works with standard-setters, policy makers, 
regulators and government organisations around the world to support and promote the development 
of fair, transparent, stable and efficient markets. 

The copyright of the material in this publication rests with UNCTAD and the WFE. It may be freely 
quoted or reprinted, but acknowledgement is requested, together with a reference to this report.          
A copy of the publication containing the quotation or reprint should be sent to: UNCTAD Secretariat 
(e-mail: diaeinfo@unctad.org) and the WFE (e-mail contact@world-exchanges.org).
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Preface
Economic growth and development is an aspira-
tion: it is a mechanism to alleviate poverty, to give 
opportunity to those who do not yet have it, to 
foster equality, and to create a better society. 

Well-functioning exchanges enable economic 
growth and development by facilitating the mo-
bilisation of financial resources - by bringing to-
gether those who need capital to innovate and 
grow, with those who have resources to invest. 
They do this within an environment that is regulat-
ed, secure, transparent and equitable. Exchanges 
also seek to promote good corporate governance 
amongst their listed issuers, encouraging trans-
parency, accountability and respect for the rights 
of shareholders and key stakeholders.

The number of countries with a stock exchange 
has grown dramatically over the last 40 years 
– from just over 50 in 1975 to over 160 in 2015. 
This increase is partly attributable to a growing 
consensus about the role of stock exchanges in 
promoting economic development. However, de-
spite this growth in the number of exchanges, the 
link between exchanges and economic develop-
ment is not widely-understood or appreciated. 
There are several reasons why this might be the 
case. 

First, there is insufficient understanding outside 
the financial sector and certain policy and aca-

demic arenas, of what exchanges do, and how 
what they do contributes to positive economic 
and societal outcomes. Second, while the aca-
demic literature is in agreement that there is a 
positive link between well-functioning financial 
markets and economic development, there is no 
blueprint to guide practitioners as to what com-
bination of policies, incentives and structures is 
required to produce a ‘well-functioning market’. 

Given the potential of exchanges in contributing 
to economic development, it is important to not 
only improve the understanding of the role of ex-
changes and how they operate, but to work to-
wards the creation of environments that ensure 
the development of well-functioning exchanges. 
We believe this joint report with UNCTAD is an 
important first step in achieving that objective.

Nandini Sukumar

CEO, The World Federation 
of Exchanges
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Foreword 
Our objective with this joint report with the WFE 
is to engage with the critically important ques-
tion of how stock exchanges can promote eco-
nomic development and begin to explore how 
this can be (and is already being) expanded to ad-
dress some of the twenty-first century’s biggest 
development challenges.

In 2015, member States of the United Nations 
launched the Sustainable Development Goals 
(SDGs). These goals lay out the pathway for the 
future we all want and include targets like: elim-
inating poverty, achieving gender equality, ad-
dressing climate change, and ensuring inclusive 
and sustainable economic growth. Achieving 
these goals is in everyone’s interest. Profitable 
exchanges, investors and companies rely on sus-
tainable, healthy and prosperous societies. 

Achieving these goals requires that we all make 
a contribution to building a better tomorrow. 
The role of the public sector in this effort is fun-
damental: we need smart policies, better poli-
cy coherence between ministries, and incentive 
structures that reward investment in sustainable 
businesses. But none of this will be enough with-
out the private sector’s contribution, including 
stock exchanges and other capital market stake-
holders. 

Stock exchanges can contribute in two main 
forms: the first is promoting good governance in 
business practices and the second is promoting 
investment in sustainable development.

Good governance in the twenty-first century 
means good practices on environmental, social 
and corporate governance issues, what many 
investors refer to as ‘ESG’ issues. Policy makers, 
investors and consumers increasingly demand 
it. Stock exchanges have a strong role to play in 
this area. They have traditionally been responsi-
ble for helping to form well-regulated markets 
with transparent, well governed companies. And 
today stock exchanges are helping companies 
adopt best practices on ESG issues.

With the right policies in place, exchanges can 
play an important role in fostering economic de-
velopment and innovation. This is an important 
function by itself. However, there is increasing 
recognition that to address the challenges of the 
twenty-first century, we need economic develop-
ment that is sustainable and inclusive. We also 
need to mobilise significant financing to achieve 
the SDGs. Meeting the SDGs will require massive 
injections of investment. In our 2014 World Invest-
ment Report, we estimate that global investment 
needs are on the order of $5 to 7 trillion per year, 
with about $3.3 to 4.5 trillion per year in develop-
ing countries alone. Much of this is for basic in-
frastructure, food security, health, education and 
climate change mitigation and adaptation. Stock 
exchanges can be instrumental in meeting these 
investment needs and are recognised as an im-
portant element in UNCTAD’s Investment Policy 
Framework for Sustainable Development.1

In addition to their traditional role in contribut-
ing to economic development, exchanges are in-
creasingly asked to address these broader issues. 
Given the size of the challenge it is critically im-
portant to have well-functioning exchanges fit for 
purpose. This paper sets the baseline for future 
work around policies and processes for maxim-
ising the development contribution of stock ex-
changes. UNCTAD will continue to support stock 
exchanges, including through the UN Sustaina-
ble Stock Exchanges initiative,2 to assist exchang-
es in their endeavours to promote good corporate 
governance and investment in sustainable devel-
opment. 

James Zhan

Director, Investment and 
Enterprise Division

United Nations Conference 
on Trade and Development

Editor in Chief, United 
Nations World Investment 
Report
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Executive Summary
This exploratory report by the World Federation 
of Exchanges (WFE) and the United Nations Con-
ference on Trade and Development (UNCTAD) ex-
amines the role of stock exchanges3 in promoting 
economic growth and sustainable development. 
It explains why they matter and what can be 
done to ensure that exchanges make a positive 
development contribution. 

This report is set out as follows. Chapter 1 begins 
with a description of a modern-day stock ex-
change and the framework within which it oper-
ates. It then summarises debates within econom-
ic theory about stock exchanges and economic 
development. It notes both the positive role of 
stock markets in promoting economic develop-
ment, as well as some of the shortcomings and 
common criticisms of markets. Next the report 
describes functionally what an exchange does 
and how this translates into economic impact. 
The report then provides an overview of exchange 
activity around the world. 

Because the growth of small and medium enter-
prises (SMEs) is an important element in the over-
all development of an economy and the creation 
of jobs, Chapter 2 of the report looks at exchange 
initiatives to enhance SME access to capital mar-
ket finance. 

Chapter 3 of the report looks at efforts by ex-
changes to promote sustainable development. 
Recent years have seen many exchanges around 
the world adopting various initiatives and tools 
to promote improved environmental, social and 
governance disclosure and performance among 
issuers. This includes involvement in the develop-
ment of new ESG-themed financial products and 
information services such as green bonds and 
ESG indices. 

The report identifies two main mechanisms 
through which stock exchanges can contribute 
to development:

1)	 Mobilising resources for sustainable economic 
growth and development:

a)	Well-functioning exchanges facilitate the 
mobilisation of domestic resources and for-
eign portfolio flows. 

b)	Exchanges around the world are increasingly 
focused on improving SME access to finance, 
as evidenced by the dramatic growth in the 
number of dedicated SME markets. 

c)	A number of exchanges offer sustainabili-
ty-themed products and services, from ESG-
themed indices and funds to green bonds. 
These assist in promoting companies that 
better manage ESG issues and mobilising 
funds towards addressing sustainability 
challenges.

2)	Promoting good governance in business prac-
tices: 

a)	Many exchanges are promoting greater ESG 
disclosure among listed companies via vol-
untary guidance, listing rules, and training 
activities. 

b)	SME development is about more than ac-
cess to finance. Some stock exchanges have 
introduced programmes to help SMEs to de-
velop their management capacity, strength-
en their governance structures and innovate 
and grow. 

These findings highlight just some of the roles 
that exchanges play in contributing to broad and 
sustainable economic development. The ability 
of exchanges to perform these roles is dependent 
on the existence of a combination of relevant en-
abling policies, processes and institutional struc-
tures. The exact nature of these would vary across 
jurisdictions. The report sets out initial thoughts 
on key elements of a framework to maximise the 
role of stock exchanges in promoting develop-
ment in the final chapter.
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1. Stock exchanges and economic 
development 
1.1 Overview of the modern-day stock 
exchange

A stock exchange is an organised marketplace, li-
censed by a relevant regulatory body, where own-
ership stakes (shares) in companies are listed and 
traded. Listing happens in the so-called ‘primary 
market’, where a portion of a company’s shares 
are made available to the public. The company 
often uses the listing to raise funds through issu-
ing new equity shares (an initial public offering or 
IPO). Investors can then buy and sell these listed 
shares in the so-called ‘secondary market’. While 
listing in the primary market may result in a flow 
of funds from investors to the firm, the trading 
between investors in the secondary market does 
not.

The activity in both the primary and secondary 
market occurs within a framework of laws, rules 
and regulations, aimed at ensuring the exist-
ence of fair, transparent and orderly markets. To 
achieve these objectives, these rules and regula-
tions will typically provide for the protection of 
investor assets, the process for transferring own-
ership of shares, the requirements with which 
companies that are listed on markets must com-
ply, and processes for ensuring settlement of dis-
putes. Exchanges also ensure that trading occurs 
according to predefined, public rules and that in-
formation about the prices at which investors are 
willing to buy and sell, and the prices at which 
instruments have sold (pre- and post-trade trans-
parency) are publicly available.

Exchanges are supervised by a securities market 
regulator. Different jurisdictions have different 

models of who is responsible for what element of 
market regulation. All markets with an exchange 
will stipulate:

•	 The listings requirements (the requirements 
that companies wishing to list on the exchange 
must meet initially and on an ongoing basis, 
and the information they are required to dis-
close to the public);

•	 The membership requirements (the financial, 
educational, conduct and other requirements 
that the entities who trade on the exchange on 
behalf of investors must meet);

•	 The trading rules (the rules according to which, 
for example, buy-and-sell orders are matched, 
the price determination process, what happens 
in the event of errors, the moment at which a 
binding transaction is concluded); and

•	 The process for clearing and settlement of 
transactions (e.g. how the transfer of ownership 
of shares and cash is effected, over what time 
period, and how defaults are managed).

Regardless of the specific regulatory structure, all 
exchanges will have some responsibility for en-
suring compliance with these aspects of market 
regulation and engaging in some level of market 
surveillance.

1.2 A review of the academic literature
Questions about the impact and role of financial 
markets in promoting long-run economic growth 
and development have occupied development 
economists, academics and policy-makers for 
decades. While the research focused initially on 
the banking sector it later expanded to include 
stock exchanges. Key questions examined in-
clude:4
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