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Introduction

Representatives of the capital market intermediar@istinguished guests,

ladies and gentlemen. Good evening to you all.

| am delighted to join you this evening to celebrtite 38' Anniversary of the
South Pacific Stock Exchange (SPSE), and | thaekSRSE for the warm

invitation.

Firstly, 1 would like to commend the Board and Mgement of the SPSE for
continuing the good work in developing SPSE to whiris today. As we
reflect on the developments over the last 30 ydavgould also like to pay
respect to the founding members for this visioma@0 years ago to establish

the first ever Stock Exchange for Fiji.
Importance of the Capital Markets

The stock market is often seen as a very significamponent of the financial
system of any economy. There is indeed a growindy baf research which
points towards capital market development makingitp@ contribution to

economic growth.



Fiji's stock market fulfills two main functions. iiStly, the market acts as a
means for raising capital for companies, and sdgoral more important

secondary role is that it facilitates the exchaoigereviously issued shares.

No doubt, a market economy like ours needs a vibmad developed capital
markets as it offers great opportunities to makeah and positive contribution
to the economic development of our country. lhisréfore important that these

opportunities are fully exploited.
History of the Stock Exchange

Let me share with you some of the brief highligbts=iji's stock market over

the past years.

What started off as a mere trading post in 197%hat then Suva Stock
Exchange, has today grown to accommodate 16 &6 Fjpst successful public
companies. | congratulate the few public compamiés had pioneered this
establishment, and have decided to remain on-bdesgdite the bull and bear
cycles of the industry within the last 30 yearsji $ugar Corporation Limited
(FSC), Toyota Tsusho Company Limited (TTS) and pn@mt manufacturer,

Flour Mills of Fiji Limited (FMF), to name a few.

Although there have been ups and downs in the induend the economy as a
whole, the stock market continued to provide aHéwe savings and
investment opportunities for most of our citizeriset me highlight few

statistics:

 |n 2008, the total dividends declared and disteduto shareholders

amounted to around $57 million;

 The market capitalization, which represents thaltetilue of stock
listed on the Exchange, reached a peak of $1idtith 2008;

e The number of listed companies on the Exchangaritasased from 4
companies in 1996 to 16 in 2009;
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« The average value of trades per annum has increfiead about
$93,000 for the first 5 years of the trading posatound $17.1 millich
in the past 5 years;

* Public companies have managed to raised around3r$illion using
the Stock Exchange.

Considering the general level of Fiji's macro ecmno developments, these

developments in the Stock Exchange are quite eagmng.
Challenges in the Capital Markets

Despite these achievements, | believe that we lsille a long way to go in
terms of developing a more vibrant capital markgt.is generally regarded as
having a relatively well developed financial secémnong the Pacific Island
countries. Most of the basic fundamentals are &gl upon which we can built
a more vibrant capital market. However, the rangewestments and financing
options available are very limited. The potentiahéfits of further mobilizing

capital markets in Fiji are significant, as you wne but so too, are the
challenges.

A number of challenges confront us in the develamnoé the capital market in

Fiji. Let me mention a few:

1. Listing of more public companies and privatizationof state enterprises
to improve liquidity at the stock exchange -l believe that concerted
efforts have been undertaken by both the SPSE i@« MDA over the
years to identify and recruit potential issuersseturities in the market.
However, most companies remain reluctant to tap tilé opportunities in
the market. We need to find out why companies ch@aogemain private,

or what'’s hindering them to go public and list;

! $17.1 million includes special crossing transattio
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2. Development of new financial products -as | mentioned earlier, we need
to make available more investments and financirgjruments for both
companies and potential investors, and providentima options for
Government and municipal authorities;

3. An efficient legal and regulatory framework is also an important

element in promoting market integrity and investonfidence;

4. A supportive macro-economic policy and financial emronment is also

critical for the capital market to grow as the emmry grows;

5. Investor education isalso important to raise the level of financiagiéacy

both in the capital markets and financial sectaoregally.

These are enormous challenges, which need to beesssdl urgently if our
capital market is to realize its full potential.cills for coordinated efforts by
all stakeholders - the government, the regulatod #he market players. No
single stakeholder has the resources or the cgptxitlevelop this market
alone. We need one another, and we need to undeta roles each can play,

and the contribution each can make, in the devetopof our market.
New Regulatory Arrangements

Ladies and gentlemen, let me now talk very brigffy the recent changes in

capital markets regulatory arrangements undertagghe Government.

As most of you are aware that the Government orh 18tgust 2009,
announced that the administration of the Capitalrkéts Development
Authority (CMDA) Act, was being transferred to tReserve Bank of Fiji as
part of the Government’s ongoing review of the Ririal Services Sector in
Fiji.

This recent decision by the Government has meast tihe whole
administration of the CMDA and likewise the regidat and supervision of

Fiji's capital market will now be consolidated umdlee ambit of the RBF. For
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a small economy like ours, it makes good practeradl financial sense to
consolidate our supervisory functions and to apgroaupervision of the

financial markets in an integrated and coherentmaan

| am aware that some of you will view this moveaasonflict of interest for the
RBF especially where Bonds are concerned. Iffangt a central regulatory
entity for Fiji’'s financial systems will ensure thaperations and processes are
done in a much coordinated and orderly fashioni i=not the first country in
the world to introduce such a unified regulatorydio Similar practices have
been followed in other economies such as in SinggpDenmark, Japan,
Korea and the UK, where 3-4 regulatory organizaiarere integrated into a

single financial regulatory agency.

The merger also bonds in well with Government'sraitgublic sector reform

efforts to bring about greater efficiency and @stings.

| am pleased to announce that the transition haa baccessfully undertaken,
and a Capital Markets Unit under the Financial &yst Development and

Compliance Group of the RBF has already been set ipwer 6 of the RBF.

Let me assure you all that | have no intentiona#d grading or removing any
of the important functions previously carried ow ke CMDA. | am

personally aware of all the capital market develeptal work that was
undertaken at the Reserve Bank back in the mid<.98n the Bank decided
to move the Capital Market regulation and developimele to a specialized

institution - after which the CMDA was established.

The Capital Markets Unit will continue to licens@dacarry out all the
supervisory activities previously done by the CMIbAt with a more strategic
and focused approach. A list of indicators are deiieveloped which will
measure developments in the capital markets wdéitain time frames. These
indicators are currently being drafted by the @mtl you should expect to be

contacted to comment or assist in its development.
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Let me turn to the purpose for this evening.
Launching of the Stock Market Index

Tonight we will witness the launching of ti#®SE Total Return Index (STRI).
This STRI will be very useful in gauging how theugges markets in Fiji are
performing on a daily basis. The concept, | am,teddsimilar to the various
stock market indices that you are all familiar witHor example, the NZSX,
ASX, SING SX, etc.

| am sure that in developing and maintaining itfidadex, the SPSE should be
able to provide great assistance to issuers anesioks both at home and
internationally, to monitor the level of market igity and make better and

informed investment decisions and choices.

Tonight, we will also be unveiling the new corper&wgo for the Exchange. |
have also been briefed that the purpose of charigsmtpgo was to give a more
professional and corporate look to better refleetrble of the Exchange and its

progress over the thirty years.

| am confident, that if provided the right policpdadirection, the Fiji capital
markets and the financial markets as a whole vallell placed to become a

reputable international financial centre for thgioa in time to come.
| hope that the Exchange will grow from strengtistiength in the years ahead.
Thank you.

End
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