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The East African Community (EAC) is a regional inter-governmental organization
established under Article 2 of the Treaty for the Establishment of the East
African Community that entered into force in July 2000.
It was first established in 1967 comprising of Kenya, Tanzania and Uganda but
collapsed in 1977 as a result of several factors including political, ideological
and economic differences.
Membership of the Community comprises the Republics of Burundi, Kenya,
Rwanda, Uganda and the United Republic of Tanzania.
The Treaty envisages integration among the countries of East Africa to progress
from a Customs Union to a Common Market then a Monetary Union and
ultimately to a Political Federation.
The initiative gave rise to the common market protocol signed in June 2010 as
mandated in Article 5(2) and Article 76 of the Treaty.

Rwanda
Capital Markets Authority
Rwanda Stock Exchange
Central Bank of Rwanda
(CSD)
5 listed stocks (3 Kenyan)

Uganda

Capital Markets
Authority
Uganda Securities
Exchange (&CSD)
18 listed stocks (9
Kenyan)

Burundi

Nascent Financial Market
Capital market currently
being set up by the Central
Bank

Kenya
Capital Markets
Authority
Nairobi Securities
Exchange
CDSC Ltd
61 listed stocks (1
Ugandan)

Tanzania
Capital Markets &
Securities Authority
Dar es Salaam Stock
Exchange
17 listed stocks (5
Kenyan)





East African Securities Regulators Association (EASRA)
◦ a forum for East African Capital markets regulators,
established in 1997 by the signing of an MOU by Kenya,
Uganda, Tanzania. Rwanda and Burundi were subsequently
admitted after joining the Community.
◦ It aims to develop a common market for members by;
 Harmonize laws that would allow for seamless regional
trading,
 Develop policy proposals for capital markets incentives,
 Support cross border investments and enhance regional
capital markets growth and development.
One of its greatest success is the development of the current
regional framework for issuance of fixed income securities,
with Rwanda being the first to issue a government bond listed
on 7th March 2014.





EAST AFRICAN STOCK EXCHANGES ASSOCIATION – EASEA
◦ A forum for the region’s stock exchanges and Kenya’s
Central Depository and Settlements Corporation (CDSC)
formed in 2004.
◦ At its inception, one of the strategic objectives was to
develop an infrastructure that promotes and facilitates
cross border trades, delivery and settlement in the region.
◦ EASEA also aims to create an EAC index and promote
investor education and capacity building in member states.
Successfully created an interdepository transfers mechanism
which allows investors to transfer cross listed securities
within the region. This promotes liquidity of cross listed
securities in the markets of secondary listing.



SECURITIES INDUSTRY TRAINING INSTITUTE – SITI
◦ A company incorporated and owned by the EASEA
members.
◦ Supported by the World Bank/IMF to develop a curriculum
for training and certification of capital markets participants
◦ Campuses are run by country managers in each country
with regular training in each jurisdiction
◦ SITI has recently outsourced the management and running
of the courses to a team of consultants, to run the
programmes and deliver SITIs 5 year strategic plan
◦ The goal is to ensure capacity building and certification of
capital markets practitioners as a pre-requisite to
employment in the capital markets



CAPITAL MARTKETS INSURANCE & PENSION COMMITTEE OF EAC
(CMIPC)
◦ Membership of the Committee is drawn from the Partner States
CEOs and technical officials of securities regulators, securities
exchanges, central securities depository from Kenya, insurance
regulators and pension sector in the region.
◦ It is responsible for the preparation of a comprehensive
implementation program and the setting out of priorities with
respect to its sectors;
◦ It monitors and keeps under constant review the implementation
of the programmes of the Community with respect to its sectors;
and
◦ Submits from time to time, reports and recommendations to the
Co-ordination Committee either on its own initiative or upon the
request of the Co-ordination Committee concerning the
implementation of the provisions of the Treaty that affect its
sectors.









The EAC Financial Sector Development and Regionalization Project I (EAC FSDRP I), funded by a $16 million IDA grant, became effective in June 2011.
This is capacity building of the EAC to support the regional harmonization of
the East African Financial System.
The project is running under the EAC secretariat and reports to CMIPC of the
Community.
CMIPC appointed technical officials in market development and legal affairs to
form two working groups i.e. legal and regulatory framework & capital markets
infrastructure. The working groups reports to CMIPC every 3 months.
The project will run through over a nine-year period. The initial phase covers
the period between (2011-2014) while the second phase covers (2014-2019).
The first phase of the project is structured into six components.
I.
Financial inclusion and strengthening market participants
II.
Harmonization of financial laws and regulations
against common
standards
III. Mutual recognition of supervisory agencies
IV. Integration of financial market infrastructure
V.
Development of the regional bond market
VI. Capacity building













Market intermediaries should be able to offer their services
and deliver them in each of the EAC countries;
EAC investors should be able to invest in any security
throughout the EAC through a single point of access;
EAC issuers should be able to seek investors in any part of
the EAC; and
Transfer of funds and securities across EAC borders would be
quick, easy, secure and cost effective
Enhanced visibility and attractiveness of EAC exchanges to
international investors
Improve liquidity of the listed securities by eliminating the
current infrastructural limitations

PRINCIPLES OF THE CAPITAL MARKETS
INFRASTRUCTURE

• Harmonization of the legal and regulatory frameworks will be by
way of EAC Council directives. All markets will be required to
transpose the directives into national law within a specified period
of time.
• The council directives are in the process of development.
• Integration of the exchanges will be via implementation of Smart
Order Router (SOR). The SOR will act as an order routing system
for markets with ATSs and as a matching engine where there is no
ATS.
• Integration of CSDs will be via implementation of an electronic
interface connecting all the existing CDS systems.
• All the 5 markets will employ the use of internationally accepted
messaging system.
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PRINCIPLES OF THE CAPITAL MARKETS
INFRASTRUCTURE
• All licensed trading participants will be allowed direct market
access.
• The SOR will allow stockbrokers to trade in all EAC markets via
counter parties (settlement partners) operating in other
markets.
• Settlement of cross border trades will be effected based on the
rules and regulations of the market where the trades have been
executed
• Investors will be able to view their portfolio balances via a web
portal created for this purpose. Securities will be held in the
country of register.
• Market data will be visible internationally through the existing
data vendors.
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DIRECT MARKET ACCESS FOR INTERMEDIARIES

Broker A

Market A

Market B

Broker B



The SOR will have a centralized market view for all
participating markets.



Each market will feed real time data to the SOR



The data is available only to authorized SOR users
and therefore does not affect data vending

ATS

Broker A

SOR

CSD A

Messaging
system

Messaging
system

ATS

CSD B

Broker B



CMI will have backup mechanism with detailed
disaster recovery (DR) plan



EAC Secretariat will provide the datacenter where
the systems will be installed








Project structure
The EAC Secretariat will be the Project
Sponsor through the FSRDP
EAC will establish an implementation steering
committee (ISC) that will guide the
implementation process
There will be a Project Manager who shall be
responsible for managing the implementation
teams.







The procurement of the CMI systems is
expected to commence by 31st March 2014
following world Banks approval of the bid
documents
Project kick off is expected to be in July 2014
after successful evaluation
Following this, the project is expected to be
delivered and go live in April 2015









Prior to October 2013, none of the EAC capital markets had been
assessed against Principle 38 on clearing and settlement.
In October 2013, EAC Secretariat, with the support of the world
bank contracted a consultant to assist the markets to adhere to
principle 38
The objective of the assessment was to support the EAC Partner
States (specifically Tanzania, Kenya, Uganda and Rwanda) to
bring their legal and regulatory framework into compliance with
the 38 IOSCO Principles and enable the Partner States that have
not yet become signatories to the IOSCO Multilateral
Memorandum of Understanding (MMOU) to do so.
The assessment was concluded at a validation workshop in
February 2014 in Arusha.







There is an ongoing assignment to assess the EAC markets
on compliance with the 8 new IOSCO principles and to offer
support to these markets to attain compliance.
The objective of this assignment is to assist CMA Kenya, CMA
Uganda, CMA Rwanda and CMSA Tanzania adhere to the 8
additional principles that have to do with financial stability.
The assessment of the 8 new principles will focus on the
extent to which the systemic risk and related issues need to
be addressed at the current level of development and
interconnection of the regional financial markets.



Markets at different level of development

◦ Ranging from well established markets to capital
markets still in formation
◦ Different levels of regulatory frameworks
◦ Different capital requirements for market
intermediaries
◦ Different levels of market automation with manual
trading in some markets
◦ The need to respect sovereignty of each Member
State and desire to keep their individual market
infrastructures
◦ Financial support for the various initiatives

Thank
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