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OTC Markets Exchange Traded Markets

Tighfness douchis:HIISIAIFUD 0 FX Markets - readily available ‘ Bond Markets - limted (available for selected
50II6:S1FT]IHUOU'IEJ (Bid ‘ Money & Bond Markets - limited maturities or derivatives only)
- ask sprecd] (available for selected instruments and ‘ Equity Markes - limited (data available for
maturities only) individual securities and index derivatives only)
Depfh - U§u1mua:qammsz§a ‘ FX Markets - limited (volume 0 Bond Markets - readily available for market and
g [Troding volumes | data rarely available) individual securities
and values] ‘ Money & Bond Markets - limited 0 Equity Markes - readily available for market and
- d0SI1MSHUUIREUMS individual securities
Fowe (Turmnover ratio)
- llliquidity ratio
Resiliency Market efficiency 0 FX Markets - readily available ‘ Bond Markets - limted (available for benchmark
coefficient ("] Money & Bond Markets - limited and selected indices)
0 Equity Markes - readily available for market and
individual securities

Aun: Measuring liquidity in financial market, IMF working paper (2002) 11a:sausauingauauusdntsannswsing

'BIS (1999). A liquid market is a market where participants can rapidly execute large-volume transactions with a small impact on prices. The usual approach
adopted in market microstructure research is to consider market liquidity according to at least one of three possible dimensions: tightness, depth and resiliency.
Tightness is how far transaction prices diverge from mid-market prices, and can generally be measured by the bid-ask spread. Depth denotes either the volume of
trades possible without affecting prevailing market prices, or the amount of orders on the order-books of market-makers at a given time. Resiliency refers to the
speed with which price fluctuations resulting from trades are dissipated, or the speed with which imbalances in order flows are adjusted.

°BIS (1999) Another difficulty is that the measures do not always point in the same direction, as is confirmed bysome of the individual papers.6 For example,
Muranaga and Shimizu (a) find that an increase in a depth measure, volume of the order book, is accompanied by a worsening of tightness, as measured by

the bid-ask spread, under certain assumptions about traders’ access to order-book information.
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Depth
. qammsﬁouwlaéadoﬁu (Average daily trading value)
2000 nanaRiamuAdeIgIiusLICUmssone
U MNMsEMsanyamMMmsgoueiadedo
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2008 2009 2000 20 2022 2013 2014 2055 20%6 om0 Indonesia Stock Exchange (USD374.6
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e e o S T e bee (USD151.52)
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40% 80.9% so1aLldiin Singapore  Exchange
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2008 2000 2010 2011 2012 2013 2014 2015 2016 9m2017 Philippine Stock Exchange i 14.5%
=i BUrsa MQ|OV5iU —i— Indonesia Stock Exchunge
The Philippine Stock Exchange =i SiNgapore Exchange

«~jeThe Stock Exchange of Thailand

fiu1: data from World Federation of Exchange , muaculogaunauussnHannswsing

® Amihud (2002) measure of illiquidity, which is the daily ratio of absolute stock return to its trading volumes, averaged over each month. Amihud
measures the daily price impact of the order flow, which is exactly the concept of illiquidity, since it quantifies the price/return response to a given
size of trade. The higher the measure, the larger the price impact and therefore the more illiquid the market

* Gabrielsen, Marzo and Zagaglia (2011), MEC is measured as the ratio of the variance of long-term stock returns to the variance of short-term stock

returns. The higher the MEC, the more illiquid the market.
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*  Amihud illiquidity ratio
e FISEBursa) JSX PSE STl SET NNMSWANSCUINS1EU Amihud illiquidity
Malaysia  Indonesia Philippines Singapore Thailand . ' o - T -
ratio (A0deURIdnsIHIUSHINAAUYSA]
2008 7.60 19.37 67.41 3.08 10.27
2000 - o | 2550 - oot voJwanaulinudioyammssoue) :10ums
2010 201 6.03 241 126 2.90 Jaluduwans:nudusIMAINNISFone
2011 3.01 471 22,07 1.64 287 (price impact) fngnanAs TunanaRdamw
2012 174 3.94 10.85 156 2.00 ndaIg) msdonelinsdiwans:nucosiA
201 71 445 | ®I1S 102 173 U (Mditiosdid) Biwanldmnaamatiuni
2o 3 297 | o7 | @ M 5 IHIWU S0S1dUGINADAANIAUSY
2015 2.23 6.23 7.58 1.80 132 . . Y 2008 10uG
2016 1.81 2.92 11.09 1.50 0.81 aflf?mlua'IOl;‘JUU"-Tln ] o ! U_F]U_Ln_ .3
om2017 125 168 853 o 0.46 a:noufiimsnanwnaoliRANINUSUAIGIU
Rverage (2008-9m2017) 2.91 6.62 21.69 177 2.91
Resiliency i
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° ﬂ’1?@ﬂ"i.l'&'Lé‘iﬂﬁﬁﬂ’]?ﬁmu’]ﬁﬁuﬂ/ﬂmnuﬁﬁmﬂ‘w@’m (Promoting the development of a diverse investor base)
Tmﬂiﬁﬁmﬁﬂﬁum?mL@?u‘lﬁﬁﬂmnumﬂﬂ'@ﬂL%uﬂummmmﬁ”u mspegaiinasuaniululssmauazsinalsymea
° mﬂﬁlwﬁnvﬁwﬁmmﬁmﬁmsﬁmqmiﬁuﬁluq (Increasing the pool of securities and associated financial
products) Tnenfinanunuaesdnningaanzidou n3da WidAuAe WS LA ETFS
L4 mmmulumm%mmwLLfm'K@u’Lummm (Investing in the creation of an enabling market environment)

Tnediulgamalulaglunisgens deyalunainuacieyadnegasine) nsdnlidgauaaninaaes (Market Maker) N9

WiAnnsduuazWitiuuannine (securities lending and borrowing schemes)
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aantiulunsdazilssna Sauiisls s say 1Hun szazBudiu (Early-stage) sxznans (Mid-stage) Uay svazNIWBMUWLANT

WR2 (Maturing-stage) AMNLKHIATWANLAN
MWA 2: GesuIuINUMSIBUEMWAGeIMUS:AUNSTicUURIInaaRU

Stage of market Ea I'|y
development

Grow retail investor base

Promoting the Tax Incentives Tow [Feamtfives
g Investor education Professional and regulated intermediaries
development Investor protection scheme Simplified market access
of g diverse | tivize local Institutional | il Attracting Int tional | 1
investor base ncentivize local Institutiondl InvesTtors raciing Inrernarional iInvestors
Tax Incentives Tax Incentives
Remove regulatory barriers Market liberalization

Build links to developed markets

Optimize market admission requirements

Increasin g the Refine merit based Move to a disclosure based Align with international standard
admission criteria approach
pool of
securities and
associated Collaboration with international Market education
index providers Align with market need

financial

products Creating a regional marketplace

Strong regional collaboration
Regulatory buy-in

Improving trading technology

. . Market electronification Execution algorithms Co-location services
Investing in Dematerialization Direct market access Support for algorithmic trading firms
the creation of =
an encbiing Enhancing market and reference data
Improved real time and historical Analytics and tools Launching indices
market
trade data

environment
Implement market-maker schemes | Implement short-selling and SBL

AuY: Enhancing Liquidity in emerging market exchanges, Oliver Wyman & World Federation of Exchange (2016)
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