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9 Oct 2015 SKIP TO: Official Release NotesA . A- Product version and build date: 12.20.0.1015 (.36).
Customer Version: 12.22.0.5615. Build date: 2013-09-20 12:41:59..The Credit Derivatives Industry In
Africa - A Bridge To The Future? The global financial crisis has highlighted the need for developing
and emerging economies to be able to issue capital or securitised debt instruments such as bonds,
issues and equity. And increasingly, this is turning out to be a very different story than the
stereotype. Finance ministers and central banks have been looking beyond domestic debt markets
for ways to provide funding. Recent success in the private market for bondlike instruments has
moved into the public market. The new instruments are known as “credit derivatives.” Credit
derivatives - like any derivatives - are financial instruments that derive their value from interest rate
movements on other financial instruments. Credit derivatives are made up of two major
components: (i) an underlying asset, such as a loan or bond; and (ii) a financial contract that
protects the interest rate on the underlying asset. Credit derivatives are typically used in the asset-
backed securities and asset-backed commercial paper markets. They are also increasingly being
used to monetize financial contracts, such as a lease or commercial paper, that are typically
unsecured. For example, a company may have a lease that it cannot pay. Instead, it can use its
credit derivatives to use the lease as collateral for a bond. As businesses seek funding outside their
domestic debt markets, they are increasingly turning to the credit derivatives market for debt-like
capital. A recent report by Goldman Sachs describes the impact that credit derivatives are having on
the domestic debt markets of emerging economies. While some African countries, such as South
Africa and Nigeria, have had the advantages of developed financial markets, most have been far
more isolated. This has meant that the country’s government debt would not be as marketable as it
would be in Europe or the United States. This has made funding more difficult. However, in the last
five years, credit-backed funds have appeared in some of these markets. In East Africa, the first
credit-backed securities transaction took place in 2004. Three products were issued by the Kenyan
government. A year later, credit-backed government securities were issued by South Africa. And in
2012, Tanzania listed five high- e79caf774b
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