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The state and general framework 
��������	
	��

��
�����

�����
��
Sustainable capital market development fosters economic growth. The 
������������
������������	�
���������
�����������������������������	�
��
�������
����
���
�����������������������
��������������������������������
-���
�������������
����
�������������������������������	���������
��������
����
��� ���� ����� 
��
���� ��� ���� �����
�'�� ������ ��� 	�����
������ �����
��� ��� ��� 
��+�
	�����������
������
��������
��������������������������
������
��

���������
their growth. The economic and political context adds momentum to the 
process of adopting reforms aimed at developing the capital market.
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12 http://dx.doi.org/10.1787/888932652339
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Several aspects add momentum to the reforms aimed at developing the 
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the Dominican Republic in October 2011.
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Chapter 2

Macroeconomic context
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The impact of the 2003-04 crisis on the management 
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2. Macroeconomic context
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Chapter 4

The public debt market

Abstract
The Central Bank is the largest issuer in the domestic market, doubling 
the number of securities issued by the central government. The lack of 
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the issue dates and features of the securities. There should also be a gradual 
transfer of securities to a single issuer. For the development of a private market, 
it is necessary to create a risk-free benchmark curve based on government 
bonds of the same denomination and a single issuer. In the long term, as for 
most countries in the region and in the OECD, government debt management 
should be handled by a single operator.
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4. The public debt market
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being the securities of the Ministry of Finance in the foreign market and those of 
the Central Bank in the domestic market. While central government issuances 
in the internal market have increased (10% of total public debt in 2004 vs. 13% 
���BCDD8������7�����
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in the foreign market. In the domestic market, Central Bank issuances are more 
than double that those of the central government (Figure 4.1). The remaining 
maturities for the bonds issued by the Ministry of Finance and the Central Bank 
are 4.8 and 4.1 years, respectively. According to information from the Bank for 
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Figure 4.1. Composition of public debt 
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General de Crédito Público) and the Central Bank.
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The Dominican sovereign risk
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income countries of the OECD, the sovereign rating has improved or remained 
stable in most of the emerging economies (Figure 4.2). From late 2008 until early 
2012, the sovereign rating of certain high-income countries of the OECD (such as 
Austria,  France, Greece, Italy, Portugal, Spain and the United States) has been 
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Figure 4.2. Sovereign rating
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Two actors in the domestic debt market: the Central Bank 
and the Ministry of Finance

Unlike in the OECD countries and most emerging economies, the largest 
issuer of public debt in the domestic market is the Central Bank. While the 
Ministry of Finance has started to play a role in the development of the domestic 
debt market, the Central Bank is still the main issuer. The Dominican Republic 
has a higher proportion of Central Bank issues in the total domestic public 
debt than all the Central American economies (see Shah et al.��BCCN8��#��BCCP��
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various issuing vehicles, and therefore in the asset management of institutional 
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Ministry of Finance than in those of the Central Bank.
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Figure 4.3. Annual net yield on securities issued by the Ministry of Finance
and the Central Bank (2011) 
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Bank notes. The series labels indicate the month of the auction. The discount rate used to calculate net 
yield corresponds to the interbank rate published by the Central Bank.
Source: OECD Development Centre, based on data from the Directorate of Public Credit (Dirección 
General de Crédito Público) and the Central Bank.
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Figure 4.4. Annual net yield on securities issued by the Central Bank�6BCCI�+DD8
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corresponds to the interbank rate published by the Central Bank. 
Source: OECD Development Centre, based on data from the Central Bank.
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Recommendations and outlook

In the short term, it is necessary to improve the co-ordination of debt 
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the characteristics of the securities issued, such as maturity, denomination and 
issue dates. It is also essential to have the same system of placement in the 
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the levels of fragmentation and achieve a robust and secure market infrastructure 
(OECD, 2002a). Public debt should be managed by a single issuing body and the 
securities of the Central Bank should be transferred to the Ministry of Finance. 
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system could play a role in evaluating the performance of the sovereign debt 
management agency.
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Annex 4.A1. Annual gross yield on securities issued
by the public sector (2011) 
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notes. The series labels indicate the month of the auction. 
Source: OECD Development Centre, based on data from the Directorate of Public Credit (Dirección 
General de Crédito Público) and the Central Bank.
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Annex 4.A2. Annual gross yield on securities
issued by the Central Bank 6BCCI+DD8
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Source: OECD Development Centre, based on data from the Central Bank.
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Notes
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domestic and foreign markets. It does not include intra-governmental debt. 
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GDP in 2012 (OECD, 2012).
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points, respectively. 

4. For an analysis of the macroeconomic situation of countries in the region before and 
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�����	������	����
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Republic’s rating. 
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�������������
to consolidate debt transactions and provides greater predictability for public credit 
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creating a market for government debt.
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interbank rate. See Annex 4.A1. for an analysis of gross yield, i.e.���������	�	�������
the interbank rate. 
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��	��������	���
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the evolution of the interbank rate published by the Central Bank. See Annex 4.A2. 
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dematerialised securities have only been issued since 2011, consequently price 
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�����������

������������������#�������������	�����������������BIX����&���
���
Bank securities are dematerialised, but the institution is currently in the process of 
dematerialising all of its securities.
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10. While the issuance of inflation-indexed securities may be seen as a sign of 
������������
�����������
���������
�	����������T������
����6����F
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��������������������
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free benchmark curve.

11. Some of these aspects have been examined by the tax authorities (see Ministerio de 
Hacienda, 2010).
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establishing this curve are the lack of a proper debt management and lack of regular 
and scheduled issuance programmes (IOSCO, 2011).

DM��=����������
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�������
��	���+����� ����6)�����
�
et al., 2008). 
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Chapter 5

The private debt market 
and capital market regulation

Abstract
Despite experiencing sustained growth since 2005, the private debt market 
is lagging behind in terms of size, maturity and concentration in comparison 
with the global trend. In the primary market, the lengthy issuance process 
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requirements and additional delays before their securities can be purchased by 
institutional investors. In the secondary market, it is necessary to increase the 
� �������������������
�	����
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����	���������
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and to introduce a centralised information system in order to boost liquidity 
and enable price formation. Communication and co -ordination between the 
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suitably managed.
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�	�
in 2005. Since then, the total amount of private debt as a percentage of gross 
domestic product (GDP) has climbed steadily, from 0.1% in 2005 to 1.3% in 
BCDD��7�
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�����������
�����
��������������
�����������	��������
����	������
year, from 7 in 2005 to over 30 in 2011.1 In the same period the issued value 
increased from DOP 1.02 billion (Dominican pesos) to over DOP 5 billion. The 
largest issuer in the market is Grupo León Jimenes, representing 28% of total 
issuance.2 Of the total amount of outstanding securities, 36% was issued by 
������������������������	�PMX�������+�����������������������)������������+
�����������
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������6BLX��DMX���	�MX����
total outstanding securities, respectively). 

Nevertheless, the value of this market is below that of the main countries in 
the region (1.3% of GDP vs. 10% of GDP on average for the region).3�7����������
the leading countries in the region have less-developed corporate bond 
��
�����������������
������������������)����6=�
�	�>�����BCDB8��������1�����
the Dominican Republic’s corporate bond market, given its level of GDP per 
capita, is low compared to global trends and the leading countries in the region 
(Figure 5.1). The Dominican corporate bond market is also small compared to 
������������������
������
�	���������������
�'������������������6������DIX����
GDP, see Figure 3.2).

The private bond market lags behind that of other countries in the region 
and advanced economies in terms of maturity, concentration and interest rate 
indexing. The average maturity of bonds issued between 2006 and 2011 was 
L�K����
����������������
��������	�����4�N������������������P�Q���	�K�M����
���
respectively.M�7�
�����������
��������������	�
����������
��=���������������
�����
issues of the last decade in Chile and the G 7 countries accounted for about 30% 
of total issuance, in the Dominican Republic they accounted for 67% (the largest 
��������������	���
�MCX������������������8��#���		������������������������F�	+
����
corporate bonds accounted for about 55% of total issuance,5 whereas in the other 
emerging economies it accounted for 86% (IOSCO, 2011). 
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Figure 5.1. Ratio of private debt to GDP and GDP per capita (Dec. 2010)
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12 http://dx.doi.org/10.1787/888932652586
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exposure to exchange-rate risk, with their debt denomination matching that 
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regardless of the risk rating of the securities (Figure 5.2).6 To determine whether 
it is advantageous to issue in foreign currency, there is more to consider than 
?��������
�	���	�������������������%F
�����������������F�������
����	�
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and exchange rate volatility should also be taken into account.
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Figure 5.2. Average annual interest rate on the securities issued according to risk rating 
(%, 2005-11)
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pesos). The right axis refers to variable-rate issues and represents the interest margin over the TIPP 
(weighted average deposit interest rate) benchmark rate for full-service banks.
Source: OECD Development Centre, based on Superintendency of Securities.

12 http://dx.doi.org/10.1787/888932652605
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public debt market. The trend in many emerging economies is the one of 
nascent corporate bond markets with few issues and secondary markets 
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rate than the corporate bond market.7 In the Dominican Republic, the positive 
� ����������������
���������	���
�������������

�
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limited because of an inadequate bond market infrastructure and the lack of a 
benchmark curve. In contrast, the high performance of government bonds has 
crowded out the demand of corporate bonds (see Chapter 6 for a comparison 
between the yields of government and corporate bonds). 
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Primary and secondary markets: key challenges
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for most companies, thereby reducing the number of potential issuers. The 
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the Superintendency of Securities (Superintendencia de Valores, SIV) provides a 
detailed guide, preparation of the prospectuses is not completely standardised 
and their content varies only with respect to bonds’ maturity. This situation leads 
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larger companies from issuing, because they may have access to international 
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Periodic reporting requirements for issuers of corporate bonds in the 
Dominican Republic are high in comparison to those in the rest of the region. 
In addition to an annual update of prospectuses, Dominican regulations require 
���������	�����
���6!��
��
�����	��������8����������
�
�
��������!��
��
���
reports must be accompanied by reports that are not required in most Latin 
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required only every six months and many countries do not require monthly 

�
�
���6##7<��BCDC8�

>������� ��� ���� ��

���� �������������� ��
����
��� ��

�
���� ���	� �������
face additional requirements if market operators include pension funds and 
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approved by the Risk Rating and Investment Limit Commission (Comisión 
&�������	�
��	������������(Ç������	��#���
��V���&&�(#8��������
����������	���
This contrasts with the practices in both advanced and emerging economies, 
where the authorisation processes for issues and prospectuses tend to be simpler 
for issues aimed exclusively at institutional investors. In countries with the 
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information is required when a corporate bond issue is aimed at institutional 
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��6##7<��BCDC8�8 This measure increases the 
number of issuers by reducing the issuance cost, while increasing investment 
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 The majority of corporate bond issues have not been done via auction. The 
auction process is the main issue mechanism in advanced markets and emerging 
�������������	��������
��������������� ��������#������
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techniques (OECD, 2002). Failure to use this mechanism may hinder access to 
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and prevent manipulation by the bidders.

In the secondary market, buying and selling of corporate bonds through 
free-of-payment (FOP) transactions reduces transparency and hinders the 
�����������������
�������)���
	�����������
�������������
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of the secondary market bond trading is done by FOP transfers. This type of 
�
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������	���2������� ��������
which requires several payments to be made when the same instrument is 
traded several times in one day, even among the same parties. FOP transfers 
do not require transaction prices to be reported to the SIV or to a centralised 
information system. The secondary market therefore lacks transparency and 
����E������
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�
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this does not arise in most emerging economies, where half of the transactions 
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secondary market bond trades are reported and in more than half reporting is 
compulsory (IOSCO, 2011). Nevertheless, it should be mentioned that although 
trades are reported, most emerging economies also lack systems for circulating 
prices and information. In fact, fewer than half of them have a centralised 
information system for historical trade data.
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are made and prices are set via public platforms is virtually non-existent 
in the Dominican Republic. Currently there are two systems for over-the-
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15% of all securities traded.9�)��������������
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website are handled by brokers without going through the exchange’s trading 
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The limited variety of available instruments and players constrains liquidity 
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that meets the International Organization of Securities Commissions (IOSCO) 
requirements for Collective Investment Institutions (CIIs), the participation of 
mutual funds and venture capital investors, insurance companies and investment 
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banks is virtually non-existent. Their participation would increase competition 
in the market and boost its liquidity (OECD, 2002). It is also necessary to develop 
derivatives and risk management instruments, including the establishment 
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���=����
proper regulation and supervision, these would increase the possibilities for 
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some developments have been made in the regulatory framework and market 
functioning. In particular, the following positive aspects should be highlighted. 
First, there are satisfactory levels of dematerialisation of corporate bonds. In 
contrast with the government bond market, all private bonds are dematerialised, 
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convergence as the International Financial Reporting Standards (IFRS) developed 
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2013. Finally, the SIV is an ordinary member of IOSCO, enabling the study and 
implementation of international standards to promote an organised market. 
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framework

The institutional structure of the Dominican regulatory system 
poses challenges for the prioritisation and implementation of a coherent 
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superintendencies, which are responsible for the proper functioning and stability 
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must also be coherent. 
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surveillance of these markets. The OECD Principles of Corporate Governance 
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supervisory regulations is another issue to be kept in check in order to avoid 
regulatory vacuums. These principles indicate that regulatory responsibilities 
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of interest and that are subject to judicial review. The superintendencies need 
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co-operate of the parties, incentives for co-operation, the presence of an active 
leader and similarity of the participating organisations (Faerman et al., 2001). 
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responsibility, an ideal scenario would be to have agencies that are independent 
in their actions but fully accountable to the government. Countries that have 
adopted an integrated control system have done so by establishing an agency 
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the regulatory focus on the agencies (Carmichael and Pomerleano, 2002). The 
state must develop decision-making mechanisms to ensure the operational and 
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in the process of identifying new sources of income from services which would 
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institutions do not fall within the jurisdiction of any of the superintendencies, 
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One example of the poor communication and co- ordination between the 
superintendencies is the time required by the CCRLI before the issues of 
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some cases more than three months (see Figure 5.3). This long delay is considered 
one of the main obstacles to the development of the corporate bond market (Shah 
et al., 2007). Since SIV authorisation for issuance takes a maximum of 30 days, it 
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usually ends up taking three months or more for an issuer to place instruments 
that can be purchased by pension funds. This is nearly three times as long as 
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pension funds, additional approval is required from the Superintendency of 
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 Figure 5.3. Approval time of the CCRLI for private debt issuance 
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the Risk Rating and Investment Limit Commission (CCRLI) approvals. Securities to be purchased by 
pension funds. Includes only securities outstanding as of January 2012.
* Only one issue was approved for investment by pension funds in January 2012. 
Source: OECD Development Centre, based on Superintendency of Pensions and SIV.

12 http://dx.doi.org/10.1787/888932652624

The current institutional framework is not suitable for the Central 
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members in the Financial Stability Oversight Council (FSOC) and the market 
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by the FSOC. Owing to the lack of an adequate institutional framework for 
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2006). In general, there is an overlapping of banking supervision in monetary 
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The composition of the National Securities Council (CNV) could result in 
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of active members of authorities and corporations involved with the functioning 
of the stock market, thus ensuring that all its members have great experience 
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of conduct in such cases. 

Finally, the lack of an explicit code of corporate governance to establish 
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obstacle to achieving greater transparency. This code also ensures protection 
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This is important in economies such as the Dominican Republic, where the 
��
��������
�������
��������+����	��3��������������������
�������������
���
and ownership in corporate issuers creates greater challenges for good corporate 
governance practices and requires higher levels of operational transparency and 
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Recommendations and outlook

Improvements are needed in the primary market placement process. It 
is crucial to reduce the approval time for issues, to standardise the required 
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and to simplify the investment process for institutional investors in the primary 
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corporate bonds. One way to achieve this transition is by implementing hybrid 
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and Thailand (IOSCO, 2011).

It is crucial to improve the infrastructure of the secondary market. 
Enhancements should be made to the centralised systems for handling 
information, deposits, clearings and payments. These factors are a major 
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Collectively, they constitute one of the main obstacles to the development of 
bond markets in emerging economies (IOSCO, 2011). For example, there must be 
guaranteed information sharing between the trading platforms and the Central 
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for the secondary market. Likewise, market regulation and discipline should 
impose drastic penalties on FOP transactions and should also encourage the 
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platforms as transparent public trading frameworks.
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identify the most appropriate tools to use (which may come from the various 
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and 2011). One of the main tools that have been found to contribute to regulatory 
quality in OECD economies has been the implementation of expertise and 
perspectives developed jointly between regulatory agencies, which has helped 
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Fostering co- ordination among superintendencies will lead to reductions 
in administrative costs and support activities that could generate resources for 
the development of career plans. The adoption of harmonised policies ensures 
consistent supervisory decisions and reduces the administrative burden on each 
superintendency arising from a duplication of tasks and requirements (European 
Financial Services Round Table, 2009). The superintendencies can become more 
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career plans and improving their competitiveness. 
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The Securities Council should include experts who are independent 
from stock market activities and a code of corporate governance should be 
developed. The Securities Council could include academics and should adopt 
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This would make policy formulation and market regulation more transparent. 
It is also essential to develop a code of corporate governance. Following the 
principles promoted by the OECD, the code should protect and facilitate the 
exercise of shareholders’ rights, recognise the rights of stakeholders and ensure 
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���������
��������������
��'����������������
maintaining accordance with the legal and institutional framework of the 
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is subject to a “comply or explain” regime, as is applied in many countries of 
the region. In the long term, the introduction of appropriate standards and a 
culture of good corporate governance will enable a higher number of Dominican 
companies to participate in capital markets and facilitate the development of 
the equity market.
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Year of issue Issuer Rating Currency Amount subscribed 
+89*6

2006
>-< ))+ DOP 882 500 000 
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>�����(�V� >>>+ DOP MCC�CCC�CCC�
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 ))+ DOP M�CNK�CCC�CCC�
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Ç��-������� ))Ë DOP M�CIC�CCC�CCC�

>3��<���
�� ))+ DOP 1 000 000 000 
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>-< ))+ DOP 271 000 000 

7����!�Ç���� >>> DOP BMB�NMQ�CCC�

Industrias Nacionales )+ /"� D�DCM�IBC�KMB�

%4%�3���� )+ /"� D�DCM�IBC�KMB�

Delta intur CC DOP 850 000 000 
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Itabo )+ /"� IIB�BPC�MND�

>�����)	��� >>> DOP 500 000 000 

)()<%� )+ DOP 800 000 000 

Cap Cana >+ /"� LPM�MII�CKL�
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Industrias Nacionales >>>Ë /"� D�MNB�PKM�IQK�

    27 252 035 357.17
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�������/"��D�Ì��$.�LP�QB
Source: OECD Development Centre, based on Superintendency of Securities
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according to risk rating 
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12 http://dx.doi.org/10.1787/888932652643
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Notes

1. Each issue is divided into tranches, and in turn each tranche is divided into series. 
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between 2006 and 2011 outstanding as of January 2012.
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7. Only Chile, which in 1995 already had a public debt market that represented 60% of 
GDP, experienced a reduction in public debt while the private bond market expanded 
6>�
���1�����et al., 2008). 
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which a full prospectus has been approved within the past 12 months, or when the 
issue is a tranche from an issuance schedule that has already had a full prospectus 
approved.
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longer. It also increases the transparency and transaction capacity of the primary 
market. 
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Chapter 6

Institutional investors

Abstract
Pension funds are the largest institutional investors, and are experiencing a 
sustained increase in value and investment horizon. Nonetheless, they invest 
about 90% of their assets in public debt instruments (mainly in Central Bank 
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Institutional investors have great potential to stimulate and develop the 
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Current obstacles and challenges
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Figure 6.4. Risk-return curve for pension funds and their investment instruments 
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Regulations have restricted investment in government bonds in order to 
avoid an even larger proportion of these securities in pension fund portfolios. 
#�� BCCN�� (��� DQQ�CN� �����
���	� 
������� ���	�� ��� ������� �
� ��� BCX� ��� ����
�
portfolios in Central Bank securities.5��������������������������
����	�����
���
��������	���

������ ����	�����ICX��)U�
������ ���
������
������� ���	�������
responded immediately by increasing their participation in Central Bank 
����
������6��������
��P�I8��������
����������	�����
�����
����������������������
����
�������������������	��������������
��	�����	�
������	��
�����������
�������
���	������������������������
����������������������������������	����������
��	��

�	���	�����������������

�
�������	����	���
����������������
���
����������
�������$%&���������������������
���
��������&���
���>����	��������	��������
���
��������
��	���������������������������
���
���������
�������"�����
����
���
������������������
�������������������������
����������		��������
����	������
the concentration in local assets.6



86 Capital Markets in the Dominican Republic © OECD 2012

6. Institutional investors

Figure 6.5. Portfolio composition of individual capitalisation pension funds (%)
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12 http://dx.doi.org/10.1787/888932652738
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)���F�P�)D� Risk-return ratio of public and private debt 
instruments in the United States (2008-11)
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)���F�P�)B� Correlation matrix between instruments 6BCCQ+DD8

FIs deposits 
and certificates 

Mortgage
bonds 
(BNV)

Corporate 
bonds

Central Bank 
long-term 

notes

Other Central
Bank securities 

FIs deposits and 
certificates 1 0.84 0.92 0.76 -0.71 0.24 -0.15

FIs bonds 0.84 1 0.95 0.93 -0.51 0.53 -0.16

Mortgage bonds
(BNV) 0.92 0.95 1 0.93 -0.62 0.53 -0.09

Corporate
bonds 0.76 0.93 0.93 1 -0.53 0.71 0.09

Central Bank 
long-term notes -0.71 -0.51 -0.62 -0.53 1 0 0.24

Other Central Bank
securities 0.24 0.53 0.53 0.71 0 1 0.6

Central government 
bonds -0.15 -0.16 -0.09 0.09 0.24 0.6 1

�  -1 a -0.26 � -0.25 a 0 � 0 a 0.25 � 0.26 a 1

Central
government

bonds

FIs bonds

Note:�&��
���	��
�����������	������
�����
�
��	�"�
�����
�BCCQ����"�
�����
�BCDD���#��
���
�����
�������������
��	��
�����>-<�
���
�����Banco Nacional de Fomento de la Vivienda y la Producción.
Source: OECD Development Centre, based on the Superintendency of Pensions.
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Notes
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investment.
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�������6$%&���BCDD�8�

L�� ������
���BCCK���
�$%&�������
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4. Weighted average maturity of investment in debt instruments. Data for Chile from 
"�
�����
�BCCN��������������������&�������"�
�
�����	��������.��������
�������	�
these data in its monthly bulletins on the investments and returns of pension funds. 

I�� #����������(���QN�CD�	�	�������������������������
������	����6"����et al���BCCN8�
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is a need for complementary rules that are in the design process.
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investment in public debt, excluding local and municipal government bonds, are 
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Chapter 7

Financial literacy, new instruments 
and market expansion

Abstract
Financial literacy is a key element for capital market development. Therefore, 
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Financial literacy
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