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PROBLEM SOFECONOMIC GROWTHAND DEVELOPMENT
OF THE SECURITIESMARKET INEMERGING ECONOMIES

The economic growth and the development of the
securities market are interrelated issues. The economic
growth contributes to the development of the securities
market, making investment opportunities and increasing
both supply of and demand for investment resources.
On the other hand, the development of the securities
market may contribute to the economic growth, creating
conditions for realization and stimulation of investment
opportunities. The issue of economic growth and
development of the securities market is of higher
importance in emerging economies. Here the economic
growth is seen as a main factor for heightening the
subsistence level of population and decreasing poverty.
TheRepublic of Armeniaisatypica examplefor studying
the problems of economic growth and development of
the securities market in emerging economies.

The changes in the amounts of gross domestic
product, the volume of the stock market capitalization,
the amounts outstanding for the debt securities market
and bank assetsin the Republic of Armeniaare shownin
Fig1[1; 2; 4, 5; 6; 7].

As it can be seen from Fig.1, the amount of the
stock market capitalization and outstanding debt securities
in the Republic of Armeniais substantially less than the
volume of the gross domestic product and bank assets.
The relation between bank assets and gross domestic
product in Armenia is amost on the same level as the
mean for Eastern Eurpean counties. The bank assets in
the Republic of Armeniamake up morethan forty percent
of the gross domestic product. However, we have to
notice that the bank assets exceed the world output more
than by 1,5 times.

For revealing the current situation and overwhelming
conditions in the securities market in the Republic of
Armenia, it is also important to study and analyse the
structure of the investment securities market by distinct
instruments of the market.

The changes in the volume of the stock market
capitalization and the amounts outstanding for the debt
securities market in the Republic of Armenia are shown
inFg2[1;2; 4;5; 6, 7].

As it can be seen from Pic.2, the volumes of the
debt securities market have been steadily increasing

during the last decade. As in the world, in the Republic
of Armenia the volumes of the debt securities market
had been increasing even during the last economic crisis.
Moreover, theincreasein the volume of thedebt securities
was significantly higher in the period of 2007 — 2011.
Nonetheless, the chart shows that the debt securities
market in the Republic of Armenia is completely
overwhelmed by the government securities. Moreover,
the market of corporate debt securities showd decrease
in volume in the period of 2008 — 2011.

Fig. 2 shows that the stock market capitalization is
also lower than the amounts outstanding for the
government securities but exceeds the amounts
outstanding for the corporate debt securities. However,
thisisdueto the methodology for calculation of the stock
market capitalization used in the Republic of Armenia.
Actualy, this methodology does not represent the red
picture in the stock market and may not be used for
international comparisons.

Comparing the above figures with the figure of the
gross domestic product in the Republic of Armenia we
get the real picture of the stock and debt securities
markets in the Republic of Armenia.

The changes in the amount of the gross domestic
product per capitain the middle income countriesand in
the Republic of Armeniaare shown in Fig.3[3; 4; 8; 9].

As it can be seen from Fig.3, the indicator of the
gross domestic product per capita in the Republic of
Armeniawas lower than the same indicator for the lower
middle income countries before 1998. Due to high rates
of growth of the gross domestic product during 2001 —
2008 and the decrease in the exchange rate of the US
dollar, the gross domestic product per capitain Armenia
exceeds the same indicator for the middle income
countries in 2008. However, due to the global economic
crisis the volume of the gross domestic product
decreased in the Republic of Armenia with higher rates
than in the middle income countries. As aresult of this,
the gross domestic product per capitabecame lower than
the same indicator for the middle income countries.

Fig.3 shows that during the last decade the growth
rate of the gross domestic product per capita in the
Republic of Armenia was significantly higher than the

Exonomiunuii Bicauk JJoubacy Ne 4 (30), 2012




A. M. Baghdasaryan

4000

3500

3000

2 500

2000

Billion AMD

1500

1000

500

2002 2003 2004 2005

——GDP

=@ Stock Market Capitalizati

2006 2007 2008 2009 2010

on and Debt Securities Market -+ Bank Assets

Fig. 1. Volumeof GDP, Stock M ar ket Capitalization and Debt SecuritiesM arket and Bank Assetsin the Republic

of Armenia, 2001 —

2010.[1; 2; 4; 5; 6; 7]
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Fig. 2. Volumeof Stock M ar ket Capitalization and Publicand Private Debt SecuritiesM arkets
intheRepublic of Armenia, 2001 —2010.

sameindicator of the countrieswith lower middle, middle
and upper income.

The changes in the amount of the gross domestic
product per capita in the Republic of Armenia, Regiona
Countriesand in the World are shownin Fig.4 [3; 4; 8; 9].

As it can be seen from Fig.4, the indicator of the
gross domestic product per capita in the Republic of
Armeniawas significantly lower than the same indicator

for the countries of Eastern Europe and Central Asia as
well as the world indicator. The indicator of the gross
domestic product per capitawasalso almost always lower
than the same indicator for the countries of Middle East
and North Africa. Due to higher rates of growth of the
gross domestic product, the gross domestic product per
capita in the Republic of Armenia surpassed the same
indicator for the countries of Middle East and North

26
Exonomivynuii Bicauk JJou6acy Ne 4 (30), 2012



A. M. Baghdasaryan

7000

6000

5000

4000

US Dollar

3000

2000

1000

T T T T T T T T T T T T T T T T T T ; 1
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

——Lower middle income —&—Middle income —4—Upper middle income —8—Armenia

* World Bank Classification
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Fig. 4. GDPper Capita (Current US$) inthe Republic of Armenia,
Regional Countriesand in theWorld, 1991 - 2010

Africa. However, due to deeper impact of the global same indicator for for the countries of Middle East and
financial crisis on the economy of the Republic of ~ North Africain 2009.

Armenia, the indicator of the gross domestic product Fig. 4 shows that during the last decade the growth
per capitain the Republic of Armeniadropped below the  rate of the gross domestic product per capita in the
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Republic of Armenia was significantly higher than the
same indicator of the countries of Eastern Europe and
Central Asia, Middle East and North Africa, as well as
the world indicator.

The changes in the amount of the gross domestic
product per capita in the Republic of Armenia and in
Selected Eastern European Countries are shown in Fig.4
[3,4,8,9].

As it can be seen from Pic.5, the indicator of the
gross domestic product per capita in the Republic of
Armeniawas significantly lower than the same indicator
for Slovenia, Estonia and Macedonia. The indicator of
the gross domestic product per capitain the Republic of
Armeniais higher only than in the neighboring Georgia.

The figures derived for the Republic of Armenia
may be generalized for most emerging economies,
especially for those in the Eastern European region and
with small and open economy. As it can be seen from
Fig.5, the indicators of the gross domestic product per
capita for the Republic of Armenia, Georgia and
Macedonia may be viewed as relatively comparable (all
these countriesare small and open emerging economies).

Main conclusionsand suggestions: Thestudiesand
analyses show that the gross domestic product per capita
in the emerging economies is significantly lower thanin
developed economies as well as the world indicator.
Studies show also that in emerging economies, in contrast
to the devel oped economies and the world mean figures,
the volume of bank assets is smaller than the gross

domestic product. The volume of the securities market,
in turn, is much smaller than the amount of bank assets
in emerging economies. Moreover, the structure of the
securities market in most emerging economies, especialy
onesin the Eastern European region, isdominated by the
government securities. Thus, the main instruments of
the securities market and financing of long-term
investments, the corporate stock and debt securities are
underdeveloped in emerging economies. On the other
hand, the higher growth rates of gross domestic product
in emerging economies|ay opportunitiesfor development
of the securities market in those countries. In such
situation it isimportant to devel op mechanisms of making
benefits from higher GDP growth rates and translating
them into development of the securities market and,
ultimately, regaining interrelation between the economic
growth and the development of the securities market.
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Bbarnacapsin A. M. IIpo6ieMu eKOHOMIYHOTO
3pOCTAaHHS Ta PO3BUTKY PHUHKY HiHHHUX NamnepiB B
KpaiHaxX 3 pUHKOM, 110 opMy€eThCH

VY cTaTTi po3MIAHYTO NPOOIEMU €KOHOMIYHOTO
3pOCTaHH 1 pO3BUTKY PUHKY I[iHHUX IaIlepiB B KpaiHax 3
puHKOM, 110 popmyeThes. PecnyOniky Bipmenito po3-
IJSIHYTO SIK THIOBHH MPUKIAJ Ui BUBYCHHS IpoOIeM
€KOHOMIYHOTO 3POCTAaHHS 1 PO3BUTKY PHHKY IiHHHX
rnamnepis B KpaiHaX 3 pUHKOM, 110 (POpMY€eThCA. 30KpeMa,
Oynu BHBUEHI Ta NPOAHAI30BaHI OCHOBHI €KOHOMIYHI
NIOKa3HUKY 1 TTOKA3HUKK PUHKY IIHHUX nanepiB y Pec-
myouniti Bipmenis. Bymo nmpoBeieHO MOpiBHSIBHAN aHaTi3
€KOHOMIYHUX MMOKa3HUKIB y Pecrryomiii Bipmewis, y kpai-
HaxX pPETiOHY, Y CBITI.

Kniouogi cnosa: eKOHOMIYHE 3pOCTAaHHS, PO3BUTOK
PHUHKY I[IHHUX TArepiB, KpaiHU 3 PUHKOM, 110 (POPMYETHCSI.

Barpacapsn A. M. [Ipo61eMbI 3KOHOMHYECKOTO
pocTa M Pa3sBUTHS PHIHKA IeHHBIX OyMar B CTpaHax
¢ (hopMHUPYIOIIUMCSI PHIHKOM

B crarbe paccmarpuBaroTcst ipoOeMbl SJKOHOMHYEC-
KOTO POCTa M Pa3BUTHS PHIHKA LICHHBIX OyMar B cTpaHax
¢ (opMUPYIOIIIMCS PEIHKOM. PeciryOmmka A pMenus pac-
CMaTpHUBAETCs B KaUueCTBE THITHMYHOTO IPUMepa JUlsl H3y-

YeHUs po0JieM SKOHOMHYECKOTO POCTa U Pa3BUTHS PHIHKA
LEHHBIX Oymar B CTpaHax ¢ (POPMUPYIOIIUMCS PHIHKOM.
B wactHOCTH, OBUIH M3Y4YEHBI U TMPOAHAIN3UPOBAHBI
OCHOBHBIE KOHOMUYECKHE MOKa3aTeIu U MOKa3aTelH
PBIHKA IIeHHBIX Oymar B PecryOmnmke Apmenust. Beut rmpo-
BEJICH CPaBHHUTENBHBIA aHATH3 YKOHOMHUYECKUX MOKa3a-
teneil B PecnyOnuke ApMeHUs, B CTpaHax peruoHa v B
MHUpE.

Kniouesvie cnosa: 3KOHOMUUECKUHN POCT, pa3BUTHE
pbIHKa LIEHHBIX OyMmar, cTpaHbl ¢ (GOPMUPYIOLIIUMCS
PBIHKOM.

Baghdasaryan A. M. Problems of Economic
Crowth and Development of the Securities Market
in Emerging Economies

Thearticle considers problems of economic growth
and development of the securities market in emerging
market. The Republic of Armenia was regarded as a
typical example for studying the problems of economic
growth and development of the securities market in
emerging economies. Particularly, the main economic
indicators and indicators of the securities market in the
Republic of Armenia were studied and analyzed.
Comparative analysis of economic indicators in the
Republic of Armenia, in the regional countriesand inthe
world was done.

Key words: economic growth, development of the
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