
 Capital markets provide a type of market in 
which fi nancial instruments are sold instead 
of produce like fruit and vegetables

 In 1963, the Luxembourg Stock Exchange was 
the fi rst in the world to list Eurobonds

 There are currently some $25 trillion 
Eurobonds in circulati on worldwide, a 
large number of which are traded on the 
Luxembourg Stock Exchange

 Clearstream has €7 trillion in deposits, making 
the Grand Duchy one of the main European 
sett lement and custody centres

The capital 
markets

Capital markets are a certain type of market where 
fi nancial instruments such as equiti es (shares in a 
company) or government and corporate bonds are 
sold, instead of fruit and vegetables. Companies can 
use access to capital markets as a channel to fi nance 
growth and development, an alternati ve to traditi onal 
bank loans. Capital markets are also used by investors 
to invest money effi  ciently in companies and thus obtain 
informati on on their performance. Some capital markets 
are directly linked to a stock exchange, a central place 
where buying and selling takes place (like a digital aucti on 
hall). In so doing, prices are clear and transparent and 
trading takes place between several parti es. This is 
parti cularly prevalent for equiti es.

Regarding bonds, most are bought directly from a 
parti cular trader, also known as over the counter. This is 
where stock exchanges can also play an important role. 
They formalise a price list on which the customer can see 
what they have to pay for a specifi c bond. The main task, 
parti cularly on the Luxembourg stock exchange, is to list 
the prices of over 37,000 fi nancial instruments, mainly 
bonds(1).

As the world has become increasingly globalised, so too 
have capital markets - in parti cular capital markets for 
bonds. In 1963, the Luxembourg Stock Exchange was 
the fi rst exchange in the world to list Eurobonds - a 
bond issued by a company in a currency that does not 
necessarily correspond to the one of the country in which 
the company is established. Currently, some $25 trillion(2)

worth of Eurobonds are in circulati on worldwide, a large 
number of which are traded on the Luxembourg Stock 
Exchange.

While trading is the main element of capital markets, 
other important processes take place aft er the buyer 
and seller have agreed on the price. A more criti cal area, 
where Luxembourg also plays an important role, is the 
actual exchange of cash for bonds or shares, a process 
known as sett lement, and the holding of bonds and 
shares in a secure manner, known as custody.

Highly regulated insti tuti ons carrying out and off ering 
these important acti viti es in Luxembourg, the so-called 
Central Securiti es Depositories such as Clearstream, 
have deposits of over €7 trillion(2), making the Grand 
Duchy one of the most important European centres of 
sett lement and custody.

(1) Luxembourg Stock Exchange, General brochure, 2020
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