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Lecture: Financial Markets Law

1. Definition of Financial Markets Law

Financial Markets Law is the body of legal rules that regulates financial markets, including
the issuance, trading, and supervision of financial instruments such as stocks, bonds, and
derivatives.

It governs the behavior of market participants (investors, companies, intermediaries) to
ensure transparency, fairness, and efficiency.

2. Objectives of Financial Markets Law

This area of law aims to:

Protect investors

Ensure market transparency

Prevent market abuse (fraud, insider trading)
Maintain financial stability

Promote efficient capital allocation

3. Sources of Financial Markets Law

A. National Sources
o Securities laws

« Stock exchange regulations
o Financial regulatory authority rules

B. International Sources
o Standards from the International Organization of Securities Commissions (I0SCO)

e Guidelines from the World Bank
e Regional frameworks such as the European Union

4. Financial Markets Components

A. Primary Market

Where securities are issued for the first time (e.g., IPOs)



B. Secondary Market

Where existing securities are traded between investors (stock exchanges)

5. Financial Instruments

e Shares (Stocks): Represent ownership in a company
o Bonds: Debt instruments issued by companies or governments
o Derivatives: Contracts based on underlying assets (options, futures)

6. Market Participants

Issuers: Companies or governments issuing securities
Investors: Individuals or institutions buying securities
Intermediaries: Brokers, banks, and financial advisors
Regulators: Authorities supervising the market

7. Market Regulation and Supervision

Key regulatory mechanisms include:
Licensing of market participants
Disclosure requirements (financial reporting)

Monitoring trading activities
Enforcing compliance with laws

8. Market Abuse

Financial Markets Law strictly prohibits:
e Insider trading: Using confidential information

« Market manipulation: Artificially influencing prices
e Fraud and misleading information

9. Role of Stock Exchanges

Stock exchanges provide a platform for trading securities and ensure:



o Fair pricing
o Transparency
o Liquidity

10. Dispute Resolution
Disputes in financial markets can be resolved through:

o Courts
e Arbitration
o Regulatory authorities
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Key Terminology

English Term
Financial Markets Law
Stock Market
Securities
Share (Stock)

Bond
Derivative
Investor

Issuer

Broker

Stock Exchange
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Initial Public Offering (IPO) sl ple 7k

Market Regulation
Insider Trading
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English Term
Market Manipulation
Disclosure
Financial Instrument
Capital Market
Liquidity
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