


Potentially stock markets could attract more equity financing from abroad, but until 
other important constraints are lifted they unlikely will become major sources of 
finance. Stock markets in Sub-Saharan Africa loose out because of their small size 
and very low liquidity (as matter of speaking: the NYSE trades more before tea time 
than all of Africa in one year). According to experts a stock exchange must have $50 
billion in market capitalization and $10 billion in value traded to attract any interest 
from global emerging market funds. Only South Africa’s market is large enough and 
hence absorbs just about all of equity financing going into Africa. The barriers to 
improve are huge. Few companies are in the formal sector and when they are moving 
into the formal sector they will face structural development bottlenecks, such as the 
lack of infrastructure, human capital, and diversity in economic structure, which tend 
to keep them small and non-dynamic. Developing a stock market will not change this 
by anything much and because of their small size foreign investments into that market 
should also be expected to be quite volatile. One should also expect that a much 
bigger role must be given to the development of domestic bond markets and improve 
mechanisms for those countries to issue bonds on international capital markets in 
order to provide for the finance needed for long-term development. 
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