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THE ROLE OF PUBLIC POLICY IN DEVELOPING UNDERPERFORMING CAPITAL MARKETS:
INTERNATIONAL EXPERIENCE AND IMPLICATIONS FOR UKRAINE

Introduction. Capital markets are important for economic growth because they help savers and investors share their money in a
way that makes the most sense. For rising economies, especially those that are having trouble rebuilding after a war, it is important
to have strong capital markets to attract both domestic and foreign investment.

The purpose of the paper is to look at how public policy can help improve capital markets that aren't doing well. It does this by
looking at what has happened in other countries and drawing conclusions about what Ukraine must do to improve its capital market
while the war is still going on and, in the future, when it needs to rebuild.

Results. It has been shown that successful capital market development needs broad policy frameworks that include things like
harmonizing regulations, building up institutions' capacity, changing the pension system, and protecting investors. Public policy
changes need to deal with both supply-side issues (like institutional frameworks and market infrastructure) and demand-side issues
(like investor confidence and financial literacy). This has been shown to be true in the European Union, Asian emerging markets,
and economies that have been through a conflict. Ukraine's capital market has certain specific problems, including as prohibitions

during warfare, a small market capitalization, and gaps in regulation.

Conclusion. For the capital market in Ukraine to flourish, the government should focus on making sure that investments are
secure, aligning legislation with EU norms, setting properly funded pension systems, and strengthening market infrastructure. All
these things should be done while simultaneously satisfying the special needs for funding during war and rebuilding.
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INTRODUCTION

Capital markets constitute a core component of con-
temporary financial architecture, operating not only as
platforms for the exchange of capital but also as multifaceted
socio-economic systems. Their effectiveness is shaped by
the dynamic interaction between legislative and regulatory
structures, the stability of the macroeconomic environment,
and the prevailing confidence of market participants. Empi-
rical research in the field of institutional economics has
consistently demonstrated that these factors collectively
determine the depth, efficiency, and resilience of capital
markets [11].

Over time, our ideas about how capital markets expand
have changed a lot. E.g., classical economic theories have
given way to modern endogenous growth frameworks that
stress how vital financial markets are to economic growth [10].
Romer and Lucas came up with the endogenous growth
theory in the late 1980s. This theory revolutionized the way
we think about how capital markets assist the economy
grow over time by treating technical advancement and human
capital accumulation as internal factors instead of external
ones [33]. The Solow-Swan neoclassical growth model pre-
dicted that returns on capital would fall over time and that
long-term growth patterns could only be justified by tech-
nical development that couldn't be described [34]. This change
in theory is a huge move away from that. In the endoge-
nous growth model, capital markets are vital for turning
savings into investments that create money. They also help
resources be employed more efficiently in sectors with va-
ried levels of productivity [35]. The premise is that capital
markets that perform well have good effects on the outside
by sharing information, distributing risk, and sending mo-
ney to enterprises that need a lot of new ideas [33]. These
markets allow technology development to have increasing
returns to scale. This means that the economy can keep de-
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veloping without the restrictions that result from capital's
diminishing marginal productivity [34].

North was the first to write about institutional economics,
and La Porta et al built on his work. This approach implies
that we can't fully comprehend how capital markets have
grown by only looking at economic fundamentals. We also
need to think about how good the legal systems, regulatory
bodies, and enforcement systems are [10]. This theoretical
approach looks at route dependencies and institutional
complementarities that modify how markets work overtime.
It says that for the capital market to grow, changes need to
be made in a lot of different parts of institutions at the same
time [11]. The financial development hypothesis helps us
understand the two-way link between the growth of the
economy and the sophistication of the financial market. For
instance, as the market grows, the economy grows, which
creates a need for more advanced financial tools and insti-
tutions [35].

More and more, modern theories consider capital markets
as complex adaptive systems that have non-linear dyna-
mics, emergent features, and processes that change over
time [38]. This point of view knows that the market grows
when a lot of diverse players, such investors, issuers, inter-
mediaries, and regulators, work together. Looking at each
person's activities alone won't tell you what will happen on
a system level [40]. The complexity theory method looks at
feedback loops, which are situations where changes to policy
can initiate processes that either speed up or slow down-
market development, depending on when and where the
changes happen [41].

Applying system theory to capital markets reveals key
boundaries and turning points in the trajectories of market
growth [38]. Even when the economy is performing well,
markets can be underdeveloped for a long time until there
are enough institutional changes, market participants, and
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liquidity. After that, it is possible for things to expand
quickly [40]. This theoretical discovery has a huge impact
on how policies should be formed. It shows that little mo-
difications might not succeed until they are big enough and
coordinated enough to get the system moving again [41].
The network effects that are incorporated into capital mar-
kets make agglomeration economies quite strong. In these
economies, the depth and liquidity of the market work to-
gether. This is why some financial centers can regulate glo-
bal capital flows while others can't even though they have
comparable rules [35].

The political economics of capital market development
adds more theoretical issues to think about when judging
how well policies operate [9]. Putting the right economic
policies into place can be tricky because of political vari-
ables like the dynamics of interest groups, the risk of re-
gulatory capture, and how market development affects
distribution [22]. Regulatory competition means that when
governments set rules for the capital market, they must find
a balance between bringing in foreign capital and preserving
high regulatory standards to safeguard home investors [9].
This theory helps us understand why regulatory fragmen-
tation a concern is still, even in regions like the European
Union where economies are increasingly connected. Even
if it would be helpful for the economy, national interests
still get in the way of having financial markets entirely uni-
fied [22].

Capital markets are complicated systems that do more
than just let people trade capital. They are also social and
economic systems that work best when laws, macroeco-
nomic stability, and the trust of market players all change
and interact with each other [10]. Businesses in emerging
countries have been using capital markets more and more
since the turn of the century. This movement is bringing in
fresh money, increasing sales, and making more jobs [21].
These markets let people with excess money offer it to
firms that need it, which is particularly crucial for long-term
economic growth, especially in emerging nations where tra-
ditional banks can't always meet their enormous develop-
ment finance needs [38]. The amount of GDP that came
from companies in low- and middle-income countries
issuing stocks and bonds doubled from 2000 to 2022 [21].

It is becoming more and more vital for developing
countries to have capital markets that work properly. These
markets help allocate resources efficiently, enhance economic
growth, and make it easier to invest in profitable industries
for the long term [21, 31]. When the economy is trans-
forming or reconstructing after a war, capital market ex-
pansion is even more crucial because traditional banks can't
normally handle the massive quantities of money needed
for these kinds of transformations [30]. Ukraine's capital
market has had several issues and missed chances since it
became an independent country [7, 8]. Since Ukraine be-
came independent in 1991, its capital market has always
been behind similar markets in the region. It has low mar-
ket capitalization levels and boom-bust cycles that don't
happen in a steady way [20, 37].

The full-scale Russian invasion in February 2022 fully
shut down Ukraine's capital markets, changing the country
from a rising market into an emergency economy [2, 4].
However, the fact that $524 billion will be needed for re-
construction over the next ten years indicates that capital
market growth must be the top priority right away so that

resources may be gathered from both inside and outside the
country [37]. Public policy is highly essential, especially when
you think about it in terms of endogenous growth theory.
This theory suggests that acts taken by the state can correct
problems in the market, speed up the accumulation of ca-
pital, and create conditions better for capital market growth
by increasing total factor productivity [30]. International
examples illustrate that capital markets don't just grow on
their own; they need policy reforms that are planned of time
and deal with topics like regulatory frameworks, institutional
capacity, investor protection, and market infrastructure [38].

The PURPOSE of the paper is to analyze the role of
public policy in developing underperforming capital mar-
kets, with specific focus on deriving actionable implications
for Ukraine. The study aims to: examine international expe-
riences in capital market development through public po-
licy interventions; identify key policy instruments and
mechanisms that have proven effective in different con-
texts; assess Ukraine's current capital market status and po-
licy initiatives; and formulate policy recommendations suited
to Ukraine's specific circumstances including wartime
constraints and reconstruction needs.

METHODS

This research employs a comparative institutional ana-
lysis approach, examining capital market development ex-
periences across multiple jurisdictions to identify patterns
and derive policy insights. The methodology combines
qualitative analysis of policy frameworks with quantitative
assessment of market development indicators. Official go-
vernment records, regulatory frameworks, reports from in-
ternational organizations, and scholarly publications are all
examples of primary data sources. The study looks at what
has happened in countries who are members of the Euro-
pean Union and are working toward Capital Markets Union,
as well as in Asian emerging markets and countries that
have rebuilt after a war. The time runs from 1990 to 2025
and focuses on current changes in the law and trends in the
market. The territories covered include developed markets
like the US and the EU, rising markets like China, India, and
Indonesia, and transition economies like Poland and the
Czech Republic. Countries that have effectively built capital
markets from low bases through targeted policy interven-
tions attract a lot of attention. The analytical framework is
based on institutional economics theory, which says that
market development depends on more than just economic
fundamentals. It also depends on the quality of institutions,
the efficiency of regulations, and the credibility of policies.
The study uses this approach to look at how public policies
affect market outcomes by changing transaction costs, in-
formation asymmetries, and investor trust.

RESULTS

Regulatory quality and consistency are important for
the growth of capital markets in all the places we looked at
[30, 31]. The Capital Markets Union plan of the European
Union, which started in 2015 and was later changed, shows
how important it is for market integration to have the same
rules across all countries [9]. Even though there have been
many action plans and legislative suggestions, progress is
still slow since national insolvency and tax systems are still
broken apart and there is no real Single Rulebook for
financial institutions [22]. European capital markets are still

93



ISSN 2786-5517 (Online), ISSN 2409-1944 (Print). Economics. Finances. Law. 2025. Ne 9

not fully integrated. The overall market equity capitalization
is only 81% of GDP, compared to 227% in the United
States. This shows how regulatory differences can hurt the
economy [9]. The EU's struggles to make rules consistent
across the board teach us important things about the limits
of political economics. Several smaller EU member states,
especially Ireland, are worried about the creation of po-
werful EU-level supervisory institutions. They are afraid
that centralization could lead to the relocation of financial
services firms [22]. This opposition shows how compli-
cated regulatory reform can be from a political economy
point of view, where what people think is best for their
country may not be best for the whole market. Asian
markets show that there are many ways to build regula-
tions. In February 2025, Singapore's Monetary Authority
started the Equity Market Development Programme, which
promised $5 billion to make the fund management ecosystem
better and make the market more liquid [28]. This focused
intervention shows how regulatory bodies can directly fix
certain problems in the market by making financial pro-
mises instead of just giving orders.

South Korea's capital market reforms are a good example
of a whole reorganization of regulations. They include tem-
porary bans on short selling, the creation of new trading
venues, and better governance systems to deal with the fact
that Korean stocks are often undervalued [28]. These steps
show how developing economies can make big changes to
their rules to fix problems with how their markets work.
The regulatory experiences of transition economies are
very useful for Ukraine. The expansion of Poland's capital
market since 1989 is an example of a successful transfor-
mation. By 2018, GDP had grown by 826.96%, the best
performance in Europe [28]. This success came from ex-
tensive privatization programs, the growth of private busi-
nesses, quick gains in productivity, and a willingness to
accept foreign direct investment [32].

Strong institutions are what make capital markets work.
This has been shown repeatedly by cross-country econo-
metric studies that show strong links between measures of
institutional quality and measures of market depth and li-
quidity [31, 38]. solid capital markets need solid legal and
institutional frameworks, clear and consistent rules, market
structures that can grow, enough liquidity, and business
models that can be copied [31, 38]. Experiences from
throughout the world show that institutional growth needs
to happen in several areas at the same time.

The National Securities and Stock Market Commission
(NSSMC) oversees Ukraine's capital market, although it
hasn't always been financially or operationally independent,
which has made it less effective [37]. In February 2024,
changes to the law were made to provide the NSSMC more
power, independence, and institutional capability, in line
with the principles of the International Organization of Se-
curities Commissions [30]. In July 2024, the Ukrainian go-
vernment authorized plans to improve infrastructure. These
plans included building a new stock exchange and moder-
nizing important financial institutions [25]. These projects
are important steps toward creating the necessary condi-
tions for market growth, but they are still very difficult to
carry out because of the war. It is very important for institutions
to be credible. Thousands of people get together through our
committees, forums, and roundtables to take part in our top-
notch executive education and events [11]. This shows how
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institutional networks help the market grow by exchanging
expertise and defining standards. Successful jurisdictions
have put a lot of money into developing not only regulatory
bodies but also the infrastructure that supports them, such
as professional groups, educational programs, and industry
standards. Together, these things make an ecosystem that is
good for market expansion [11].

Modernizing market infrastructure is another important
policy area that comes up in all the situations looked at.
Financial institutions must replace old systems because of
technological limitations, changing rules, and the need for
cybersecurity. New trading platforms, clearing and settle-
ment systems, and digital infrastructure are all necessary
for the market to work and for investors to trust it [11, 12].
Companies that have strong fundamentals and are ready to
act will be better able to take advantage of market chances
when they arise [8]. This shows how important it is for infra-
structure to be ready to take advantage of market opportu-
nities. The experience in Asia shows how modernizing infra-
structure may change things. Vietnam's joining of global
supply chains and significant trade agreements, along with
improvements to its infrastructure, puts it on track for 6.1%
growth in 2025. It is also set to get a FTSE upgrade to emer-
ging market classification in the first quarter of 2025 [7].
The Philippines is expected to grow at a comparable rate
while keeping attractive prices at 10x 2025 P/E ratios. This
is because investments in infrastructure boost domestic
consumption and remittance flows [7]. These examples show
how updating infrastructure can help the market grow by
lowering transaction costs and making it easier to get to the
market.

Pension changes are especially effective in getting ca-
pital markets to grow in many different places. Empirical
research shows that there are strong links between fully
funded, individually owned, collectively managed, mandated
or incentivized (FICMI) pension schemes and the growth
of the local stock market [20]. Countries with larger pen-
sion fund assets compared to GDP always have more de-
veloped equity markets. This happens through several chan-
nels, such as providing a stable base of institutional investors,
developing complementary financial services, and chan-
ging how people save [20]. To get the most out of pension
reforms, though, you must meet certain very strict require-
ments. To work well, pension systems need to have a cri-
tical mass, follow the right investment rules that balance
caution with maximizing returns, make sure that profess-
sionals can manage the funds, and keep a wide range of
assets [20]. Germany's experience shows some possible
problems: a pension system that is heavily regulated, frag-
mented, and decentralized and manages almost EUR 4 tril-
lion is nonetheless risk-averse and has low equity alloca-
tions, which limits its ability to help grow the capital mar-
ket [9]. This example shows that pension reform alone isn't
enough; it needs other measures that encourage people to
take risks and get involved in the market. Ukraine's capital
market is facing huge problems because of the prolonged war
and the need for a lot of rebuilding [2, 4]. By 2025, the
market capitalization was just § 0.94 billion, which is very
small compared to the size of the economy and the de-
mands for reconstruction [20]. Since 2014, security issues
have slowed down economic and financial growth. The full-
scale invasion in 2022 effectively stopped capital market
activities [4, 37]. In 2023, 93% of all trading volume will
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be in government bonds. Most of the trade will happen on
two platforms, and there will be very little trading in cor-
porate securities [16].

Even with these problems, important policy changes are
being made. In 2020, Ukraine passed a law that attempts to
bring its rules in line with important EU capital markets di-
rectives as MiFID II, MiFIR, EMIR, and the Settlement
Finality Directive [30, 37]. Since issuing its June 2023 Stra-
tegy for lowering restrictions, the National Bank of Ukraine
has slowly loosened foreign exchange controls. However,
there are still a lot of restrictions in place to keep the eco-
nomy stable during warfare [2]. International efforts show
new ways to get people to invest money even when there is
a risk of war. BlackRock and JPMorgan set up the Ukraine
Development Fund to bring in $2 billion in private invest-
ment by putting up $500 million to $1 billion in catalytic
capital. Projects will start in 2025 [37]. The European Com-
mission gave out investment agreements totaling EUR 2.3
billion in EU guarantees and grants during the Ukraine Re-
covery Conference in Rome in July 2025. The goal was to
get more than 10 billion in investments [21]. Even with the
limits of conflict, the rules and regulations are still changing.

Ukraine promised to fully implement EU capital markets
laws by the end of December 2025, which is a very short
time frame considering the current situation [37]. The Na-
tional Securities and Stock Market Commission has come
up with detailed plans for reform that meet EU standards
but putting them into action will be difficult [20]. There are
still big holes in the market infrastructure, like old trading
systems, not enough clearing capabilities, and not enough
depository infrastructure, which are all holding back mar-
ket growth [19].

Analysis of international experiences reveals a con-
sistent set of policy instruments critical for capital market
development, though their specific implementation must be
tailored to national contexts. Table 1 synthesizes these instru-
ments, providing examples from various jurisdictions and
assessing their relevance for Ukraine's specific circumstances.

Establishing quantitative benchmarks provides essential
guidance for policy formulation and progress assessment.
Table 2 presents key market development indicators for Uk-
raine and selected comparator countries, along with proposed
targets for Ukraine's market development through 2035.

Table 1 — Key Policy Instruments for Capital Market Development (compiled by author based on [9, 11, 20, 22, 28, 30, 31, 38])

Policy Area Instruments International Examples Relevance for Ukraine
Regulatory Harmonization with international EU Capital Markets Union, EU accession requirements drive
Framework standards, Single rulebook I0SCO principles adoption, regulatory convergence, opportunity

development, Regulatory sandbox Singapore fintech sandbox for leapfrogging legacy systems
initiatives
Institutional Independent regulators, Professional Singapore MAS autonomy, UK NSSMC independence crucial for
Capacity development programs, International FCA reforms, IOSCO multilateral | market credibility, technical

cooperation agreements MoU

assistance through EU programs

Pension Reform | Funded pension systems, Prudent

Chile's AFP system, Poland's

Potential catalyst for domestic

investment regulations, Professional
asset management

OFE reform, Australia's
superannuation

institutional investors, requires post-
conflict stability

Market Modern trading platforms, Central Asian markets modernization, Legacy system replacement needed,

Infrastructure clearing systems, Digital settlement NASDAQ Nordic integration, opportunity for modern architecture
infrastructure T+1 settlement adoption

Investor Disclosure requirements, Market US SEC framework, EU Building confidence for domestic and

Protection surveillance systems, Compensation regulations, Singapore investor foreign investors essential

schemes

protection

Tax Incentives

Capital gains treatment, Transaction
tax optimization, Investment account
structures

UK ISA accounts, US 401(k)
provisions, Japanese NISA

Balancing revenue needs with market
development objectives

Table 2 — Capital Market Development Indicators:
authorities, World Bank data [27, 29, 31], author's calculations)

Comparative Analysis and Ukraine Targets (National regulatory

. UKraine Poland Czech_ Vietnam Romania Ukraine Ukraine
Indicator Republic
(2024) (2023) 023 (2024) (2023) Target 2030 | Target 2035

?gagl}eé%g‘tahza“‘m 0.4% 42.3% 24.5% 35.2% 18.7% 15% 35%

0
Isfj;:tgfslﬁgt‘g;onal <1% 18.5% 12.3% 8.4% 9.2% 8% 20%
Number of Listed 89 428 59 382 84 250 500
Companies
g/org;’gagg"nd Market 0.1% 2.8% 15.2% 3.1% 1.9% 3% 8%

0
Daily Trading Volume
(USD million) 32 485 78 892 125 100 350
lﬁ;’;ﬁﬁg ;Sggs(t[f};) <5% 52% 31% 28% 45% 25% 40%

1 0

g%l}s,‘)"“ Assets (% of 0.1% 8.9% 9.8% 1.2% 5.6% 5% 15%
IPOs per Year 0 12 3 18 5 10 25
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Table 3 — Regulatory Roadmap for Ukraine's Capital Market Development (compiled by author based on regulatory
analysis and international benchmarks)

Phase Period Priority Actions Key Milestones Success Metrics
Complete NSSMC | IOSCO MoU signatory status | Regulatory independence
institutional reform MiFID II/MiFIR compliance | index >70%

Implement EU capital markets | CCP operational System availability >99%
Phase I: Foundation 2025- acquis T+2 settlement standard Settlement efficiency >95%
Building 2027 Establish central counterparty | First corporate bond issuance | 5 new corporate issuers
Launch digital infrastructure
Create war risk insurance
framework
Introduce pension reform le- | « Mandatory pension pillar | « Pension assets reach 5%
gislation operational GDP
Launch SME market segment | Alternative trading venue | 100+ SME listings
Implement derivatives frame- | licensed Derivatives volume >10%
Phase II: Market 2028- work First derivative products | cash market
Activation 2031 Establish investor | traded Investor confidence index
compensation fund Compensation scheme | >60
Create green finance standards | funded EUR 1bn green bonds issued
Green  bond  standards
adopted
Achieve full EU regulatory | EU passporting rights obtained | Market cap reaches 35% GDP
alignment TARGET2-Securities connec- | Cross-border listings >20%
Integrate with EU market infra- | tion Foreign participation >40%
Phase III: Market 2032- structure _ Regional listing venue status Innovation index top 30
Maturation 2035 Devel_op regional financial hub Fmt.ech regulat_ory_ framework | globally . o
capacity Agricultural derivatives platform | Commodity derivatives
Launch innovation sandbox liquidity
Establish commodity deriva-
tives market

These targets reflect ambitious yet achievable objectives
considering Ukraine's reconstruction trajectory and EU
accession timeline. The 2030 targets represent recovery to
emerging market standards, while 2035 targets align with
lower-tier EU member state levels. Achievement requires
sustained policy commitment, macroeconomic stability,
and successful reconstruction implementation.

Based on international best practices and Ukraine's spe-
cific circumstances, Table 3 presents a comprehensive re-
gulatory roadmap for capital market development through
2035, organized in three phases accounting for wartime
constraints, reconstruction priorities, and EU integration
requirements.

The comparison study demonstrates that there are se-
veral key success factors that have an impact on the results
of capital market development. Two of the most critical
things that need to happen are political stability and a long-
term commitment to change. Policies in successful jurisdic-
tions stay the same from one election cycle to the next [30].
Controlling inflation and making currency rates predictable
are two things that macroeconomic stability is vital for when
it comes to getting long-term investment [12]. The court
system's ability to enforce contracts and protect property
rights has a substantial impact on how many people are wil-
ing to invest and how many people are in the market [31].
Ukraine needs to take concrete steps to lower its own risks.
We need innovative ways to deal with security issues, such
as political risk insurance, international assurances, and phased
geographical implementation that starts in safe areas [37].
There needs to be a lot of technical assistance programs,
twinning partnerships with regulators in developed mar-
kets, and faster professional training programs because ins-
titutions don't have the resources [30]. The government
needs to adopt regulations that encourage people to learn
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about money, give regular investors reasons to invest, and
alter pensions and insurance to make it easier for institu-
tional investors [20]. International cooperation agreements
can help the market grow a lot faster. The European Com-
mission put out the first Call for Expressions of Interest
from businesses in the EU/EEA to invest in Ukraine in line
with EU priority areas of interest [21]. This indicates that
there are practical ways to help. Bilateral agreements with
developed markets can make it easier to acquire technical aid,
share information, and get into new markets. Joining in-
ternational organizations that set standards provides you
both technical know-how and a reputable name, both of which
are vital for attracting foreign investment. Looking at how
other countries have built their financial markets supports
and adds to present theoretical frameworks. It also demonstrates
big distinctions that should be considered when making
decisions about policy. According to the endogenous growth
hypothesis, economic growth is caused by things that happen
inside the economy. We looked at some situations that sug-
gest this is true. Even when things were hard, policy changes
that were undertaken on purpose helped the market flourish
[33, 34]. The study also indicates that economic models alone
don't work because they don't consider the political eco-
nomy restrictions and path dependencies that shape the
paths of transformation [9, 22].

The complexity theory point of view is quite helpful for
understanding the non-linear patterns of growth that can be
noticed in different regions. Even when things are going
well, markets can stay underdeveloped for a long time until
they reach certain crucial points. After it, rapid growth keeps
going on its own [40]. This new information has a huge im-
pact on how policies should be set up. It seems that big re-
form packages might be more effective than small ones that
don't gain adequate support [41]. These things work in the
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same way as what is going on in Ukraine. For decades,
only small changes that didn't happen all at once didn't lead
to long-term market growth. But now, full efforts to em-
brace EU integration could bring quite huge changes.

The institutional economics paradigm helps us figure
out why the same policy tools might work differently in
different settings [10, 11]. The success of the reforms seems
to depend on how successfully they are put into action, how
trustworthy the promises are, and how well they integrate
with existing institutions. This hypothesis shows why just
adopting effective policies from more developed markets
doesn't work in emerging economies that don't have the
proper institutional structure [31]. This means that Ukraine
will need to spend a lot of money on building up institu-
tions and enforcement mechanisms to attain the results it
desires from adopting EU rules.

The study demonstrates that there are several crucial
things to think about when developing rules to help the
capital market grow. First, it's highly necessary to coor-
dinate policies because measures made in one area alone
almost never have long-term effects [30]. Countries that do
well make major reforms to all these areas at once: investor
protection, regulatory frameworks, institutional capability,
and market infrastructure [38]. This all-encompassing ap-
proach stops bottlenecks that could slow down overall market
growth and makes different policy tools operate together.

Second, the order in which changes are made is crucial
for how well they work. International experience demonstrates
that solid regulatory frameworks and institutional skills
should be in place before opening markets to keep things
steady and protect investors [31]. But having too many
rules before markets get big enough will slow down growth,
so it's crucial to make sure that the rules are set at the right
level for the market's maturity [28]. This means that Uk-
raine should first focus on making simple adjustments to its
institutions and market infrastructure before adopting more
complicated tools and laws. Third, the influence of interna-
tional integration on speeding up market growth is always
important in the cases we looked at. The share of the global
equity market that comes from emerging markets will rise
from roughly 27% presently to 35% in 2030 [9]. This shows
that markets that can connect to global financial systems
have a lot of space to grow. Integration not only offers people
access to money, but it also helps them learn new things,
follow the rules, and build their reputation, all of which ac-
celerate up advancement [21]. Ukraine's EU membership
process offers a legal mechanism for this kind of integ-
ration to happen, but the country must achieve severe re-
gulatory and institutional conditions to obtain the benefits.

Ukraine's capital market growth is distinct from that of
most emerging nations because it has its own issues. The
ongoing battle makes things even less clear, which makes it
difficult to create infrastructure and inhibits long-term
investment [2, 4].

When economic assets are destroyed, fewer people can
make them. On the other side, the need to rebuild produces
significant funding needs that the current financial systems
can't meet [37]. Moving people and human capital around
makes it even tougher for people to join the market and for
institutions to grow [32]. But Ukraine has certain unique
traits that could help the market flourish faster if the correct
laws are put in place. Reconstruction is needed so that new
market infrastructure may be constructed without the compli-

cations that old systems cause in many existing market-
places [19]. Strong support from other countries, including
big EU and bilateral aid pledges, gives emerging markets
access to money and technical know-how that they usually
can't acquire [21]. Joining the EU is a dependable approach
to make pledges that can help define goals for reform and
shape expectations. This could make development go faster
than in countries that don't have these kinds of outside
frameworks [30].

The capital market could grow further if the enormous
Ukrainian diaspora were used more. Expatriates may make
a lot of money with diaspora bonds and investment instru-
ments, and investors would have more ways to get money
[28]. There are good policies and investment tools in place
that prove that diaspora involvement in capital market growth
can work, especially in India and Israel [31]. Many of the
highly educated people from Ukraine live abroad and work
in major financial hubs throughout the world. They could
assist the market grow by giving money and information.

Rebuilding a country after a war and developing capital
markets can work together and against each other. This means
that people who make decisions need to be very careful.
Capital markets can assist raise money for rebuilding, make
sure that resources are used wisely across competing needs,
and make sure that there are ways to be open that minimize
the risk of corruption [30]. But the need for speedy repair
can get in the way of the slow, steady growth of institutions
that is needed for long-term market growth. This means
that there needs to be a careful balance between short-term
finance demands and long-term ambitions for expanding
the market [37].

Ukraine may learn a lot from what other countries have
done after going through conflict. Successful experiences
suggest that keeping an eye on the growth of financial
markets early on, even during a war, can help the country
recover faster after the war by building institutional frame-
works and market infrastructure that make it simpler to
quickly scale up once calm comes [31]. The Marshall Plan
is an example from history of how to include market ex-
pansion in larger rebuilding efforts. It focused on fixing
both the physical infrastructure and the financial system
[38]. Recent developments in the Balkans indicate how EU
integration laws may assist rebuild financial markets after a
war by giving them both structure and trust [30].

"Building back better" is especially important for the infra-
structure of financial markets since rebuilding allows you
the ability to employ new technology and rules without
having to worry about how they operate with the systems
that are already in place [19]. If Ukraine makes digital tech-
nology the most important part of its market infrastructure,
it might become a pioneer in financial innovation. This
would give it an edge in areas like digital assets, green fi-
nance, and fintech integration [20]. People need to be com-
mitted to both innovation and basic market development to
take advantage of these opportunities. They need to find a
way to make their ambitions work with the fact that they
don't have enough resources. This in-depth look at how pub-
lic policy has helped capital markets flourish around the
world includes a lot of key lessons that will directly affect
Ukraine's road to reform. First, for the capital market to grow
in a way that lasts, policy adjustments must be made in a
coordinated and comprehensive approach that deals with all
the following at once: regulatory frameworks, institutional
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capacity, market infrastructure, and investor protection [30, 31].
No one policy tool is enough on its own. Instead, long-term
market growth happens when policies work together to
make each other stronger [38].

The second most important thing that affects how well
policies work is the quality of institutions. For instance,
regulatory independence, enforcement capacity, and legiti-
macy are more significant than having formal regulatory
knowledge [10, 11]. If the institutions are of high quality,
markets can perform successfully with numerous kinds of
regulations. But even the best rules don't function if they
can't be enforced [31]. This analysis reveals how crucial it
is for Ukraine's market to keep collecting money to build
up its institutions and change its regulations.

Third, the results of changes are greatly affected by po-
litical economy issues. Successful places retain their policies
the same no matter what happens in the political world, and
they deal with the problems that come up when the market
grows [9, 22]. There is even resistance to capital market har-
monization within the EU. This indicates that safeguarding
incumbents and putting national interests first can stand in
the way of reforms that would be helpful for the economy
[22]. So, Ukraine needs to get a lot of people on board with
market growth and make sure that reforms keep happening
even when the administration changes.

Based on the analysis, several strategic recommenda-
tions emerge for Ukraine's capital market development:

Immediate Priorities (2025-2027). Ukraine should focus
on foundational reforms that can proceed despite wartime
constraints. Completing NSSMC institutional reform to achieve
operational and financial independence represents the highest
priority, as regulatory credibility underpins all other market
development efforts [37]. Simultaneously, implementing core
EU capital markets legislation, particularly MiFID II/MiFIR
frameworks, provides structure for market development
while advancing EU accession objectives [30]. Establishing
basic market infrastructure, including central counterparty
clearing and modern settlement systems, creates technical pre-
requisites for market expansion once conditions permit [19].

Medium-term Objectives (2028-2031). As reconstruction
progresses, Ukraine should expand market development
efforts to include pension system reform, recognizing its
catalytic potential for creating domestic institutional invest-
tors [20]. International experiences demonstrate that pension
reforms require several years from legislation to meaningful
market impact, necessitating early initiation even if full
implementation awaits post-conflict stability. Developing
specialized market segments for SMEs and green finance
can channel reconstruction financing while building market
depth [28]. Creating derivative markets, initially focused on
foreign exchange and interest rate hedging, provides risk
management tools essential for attracting international in-
vestment [31].

Long-term Vision (2032-2035). Ukraine should aspire
to establish itself as a regional financial hub leveraging re-
construction experience, EU membership, and geographic
position between Europe and Asia [7]. This ambitious ob-
jective requires world-class market infrastructure, regulatory
framework aligned with global best practices, and deep,
liquid markets attractive to international participants [38].
Achieving such status would position Ukraine's capital mar-
kets as drivers of broader economic development, facile-
tating not only domestic growth but also serving regional
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capital allocation needs.

To successfully carry out these suggestions, several im-
portant factors must be taken into account. First, it's very
important to sequence reforms correctly, with basic invest-
ments in institutions and infrastructure coming before more
complex market development projects [31]. Bringing in
complicated tools or rules too soon, before the market is
ready to handle them, might make it hard for businesses to
develop [28]. Second, keeping realistic expectations about
how long it will take to build something stops people from
saying it failed too soon and keeps political support even
when things go wrong [30]. Because there are other impor-
tant things to rebuild, getting resources for market develop-
ment needs imaginative solutions. EU initiatives and bila-
teral partners can help make up for inadequate domestic re-
sources, and public-private partnerships could speed up the
building of infrastructure [21]. Putting self-financing methods
like transaction fees and licensing revenues first can help
regulatory bodies find long-term ways to fund themselves
that don't rely on budget allocations [11]. The backing of
international financial organizations, especially the EBRD
and World Bank Group, gives both money and technical
know-how that are important for making big changes [30].
Change management is an often-overlooked problem in
market development. It involves changing the cultures, pro-
fessional practices, and market behaviors that have built up
over decades [38]. Comprehensive training programs for re-
gulatory staff, market professionals, and judicial personnel
are necessary for the successful implementation of new frame-
works [20]. Financial literacy programs that help people
understand and support the issues build demand-side foun-
dations for market development and make it less likely that
politicians will oppose reforms that are seen as benefiting
the wealthy [26].

CONCLUSIONS

This study of how other countries have developed their
capital markets through public policy gives Ukraine vital
ideas for how to move forward. To establish a successful
capital market, policies must be comprehensive and coor-
dinated, addressing legal frameworks, institutional capacity,
market infrastructure, and investor protection all at once.
No one policy tool is enough; instead, a combination of tools
that work together makes the market grow in a way that
lasts. For Ukraine, the need for capital market growth goes
beyond typical economic concerns to include rebuilding the
country and gaining economic independence. Even though
conditions during conflict are very difficult, work can still
be done on the basic building blocks of regulatory frame-
works, institutional capacity, and market infrastructure. Joi-
ning the EU puts pressure on other countries and gives them
the technical help they need to make changes. Some of the
most important policy goals that come out of this analysis
are: speeding up the process of aligning regulations with EU
standards while still allowing for Ukraine-specific needs;
setting up institutional frameworks for future pension system
reform to create a base of domestic institutional investors;
using international partnerships and diaspora connections
to create new financing mechanisms; investing in modern
market infrastructure even though there are currently prob-
lems; and creating investor protection mechanisms that pro-
tect investors from both short-term risks and long-term
market development needs. The experiences of other emer-
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ging markets show that developing the capital market is a  protection, and institutional excellence. Future study should
long-term goal that needs ongoing political support and policy ~ look into how to put important reforms into action, how to
consistency. Ukraine's situation is unique since it has a mix  plan policy changes when there is dispute, and how to mea-
of post-Soviet history, war damage, and the chance to join  sure progress toward capital market development goals. As
the EU. This makes things both very hard and very easy. To  Ukraine rebuilds after the war, capital markets will become
be successful, you will need to modify worldwide best more and more important for getting the money needed for
practices to fit the needs of your area while keeping your  economic change. Now is the time for public policy to set
focus on the basic concepts of market integrity, investor  the stage for markets that can meet this historic challenge.
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POJIb JIEPKABHOI IOJITUKH Y PO3BUTKY HENOCTATHbO PO3BUHEHHUX PUHKIB KAIIITAJLY:
MIZKHAPOJHHUU JOCBIA TA HACJIIAKHA 1JIS1 YKPAIHHA

Bemyn. Punku kanimany € 8adciusumu 05l eKOHOMIYHO20 3DOCMAHHSA, OCKIIbKU 60HU OONOMA2AIONb 3A0Waodicyeavam ma
iHgecmopam po3noodinamu Kowimuy Haveghekmugrivum yunom. s Kpain 3 pUHKOS0I0 eKOHOMIKOIO, WO PO38UBAEMbCS, OCOONUBO ONisl
TUX, WO CIMUKAIOMbCs 3 npobnemamu 8i00y008u NiciA GiliHU, 8ANXCIUBO MAMU CUTbHI PUHKU KANIMany OJia 3any4eHHs K GHYMPIUIHIX,
max i iHO3eMHUX iHeeCcmuyill.

Mema 0ocnidcennn — po3ensaHymu, K 0epACA8HA NOTIMUKA MOJiCe CHPUAMY 600CKOHANEHHIO PUHKIB Kanimarny, wo @yHKYIOHyIombs
Hedocmamuvo eexmusno. Lle pobumucs wsxom ananizy 00Cgioy iHuiux Kpain ma opmyno8anHs 6UCHOBKIE W00 mozo, wo Yrpaina
mae 3pobumu 05l NOKPAWjeHHsl €020 PUHKY Kanimany nio yac mpuearodoi GiliHu ma 6 MauOymHbomy, Koau nocmaue nompebda y
8100Y006I.

Peszynomamu. /losedeno, wjo ycniunuii po3eumox punKy Kanimaiy nompeoye KOMNIeKCHUX NOTIMUYHUX DAMOK, WO GKIIOUAIOMY
2apMOHIZayilo pe2yntoeanHs, po36yoosy IHCMUMYYIUHOI CRPOMOJICHOCHI, pehopMy6aHHs NeHCIIHOL cucmeMy ma 3axucm iHEecmopis.
3minu 6 Oeporcasmiii norimuyi mMaoms 6paxosyeamu K npoonemu 3 OOKY npono3uyii (Hanpuxkiao, IHCMUMYYitii pamKu ma pUHKo8a
inghpacmpykmypa), mak i 3 60Ky nonumy (Hanpuxknad, dosipa ineecmopie ma @inancosa epamomuicmy). Lle niomeepoicyemuvcs
docgioom €C, a3iicbKux pUHKI8, Wo pO38UEAIOMbCS, MA eKOHOMIK, AKI nepexcunu KoH@uikm. Punox xanimany Yxpainu mae neewi
cneyugiuni npobaemu, 30Kkpema 0OMedIcentsl BOEHHO20 YACY, HU3LKY PUHKOBY KANIMAnizayilo ma npo2anut 8 pe2yuo8anHi.

Bucnoeox. J[ns npoysimanns punky xanimany 8 Ykpaini ypsao nogunen 30cepeoumucs Ha 3abesneuenHi Oe3nexu iHEecmuyil,
eapmonizayii 3akonodascmea 3 Hopmamu €C, cmeopeHHi HAEeHCHUM YUHOM (QIHAHCOBAHUX NEHCIUIHUX CUCEM MA 3MIYHEHHT PUHKOBOT
inghpacmpyxkmypu. Yce ye cnio pobumu, 00HOUACHO 3A0080IbHAIOYY 0COOIUSE nompebu Y QiHAHCY8aHHI N0 Hac itiu ma 8i06y008u.

Knrouogi cnosa: punxu xanimary, 0epacagna noimuxa, po3eumox puKy, Yxpaina, punxu, wo po3eueaiomscs, Qinancoge pecyniosanHs
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