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Abstract. The study is devoted to the analysis of the securities market of Mongolia, namely its
structure, current trends and development prospects. At this stage, Mongolia’s stock market
is in its infancy and certainly represents an important component of the financial system. In 2023,
it reached a record market capitalization, which amounted to more than 16.9% of the country’s GDP.
Nevertheless, market liquidity remains low for the following reasons: firstly, due to the dominant
position of several players, and secondly, due to high transaction costs for investors; Third, due
to limited access to global markets. The liquidity of financial instruments on the Moscow Stock
Exchange is also negatively affected by the weakness of institutions and the underdeveloped
infrastructure of the national economy, excessive dependence on exports of goods and external
restrictions. The following factors had a positive impact on the dynamics of the Mongolian stock
market: lower deposit rates, reduced capital export opportunities abroad, and an increase in the
number of IPOs in the banking sector. The vulnerability of Mongolia’s financial system to external
shocks is related to monetary policy, which rapidly accelerates the growth of the financial market,
but is unable to ensure it in the long term due to stimulating industrial effects. The study presents the
dynamics of market indices, trading volume and capital structure, and concludes that it is important
to create a diversified and liquid market that will contribute to the sustainable development of the
entire economy. The presented research results prove the urgent need to change the rules and
conditions of the financial sector in Mongolia. This is a necessary condition for the transformation
of the securities market in order to financially support the ongoing industrialization in the country.

Keywords: Mongolian stock exchange, Mongolia, securities market, securities market
infrastructure, liquidity

Authors’ contribution. The authors have made an equal contribution to the development of the
structure and content, conducting research and preparing the text of the article.

Conflicts of interest. The authors declare no conflicts of interest.

Article history: received 15 June 2024; revised 25 August 2024; accepted 30 September 2024.

© Dinetc D.A., Lebedeva D.V., Bayantsengel T., 2025
This work is licensed under a Creative Commons Attribution 4.0 International License
= https://creativecommons.org/licenses/by-nc/4.0/legalcode

MEXAYHAPOJHOE IBUXEHUE KAIIUTAJIA 505


http://journals.rudn.ru/economics
https://www.teacode.com/online/udc/33/336.761.html
https://orcid.org/0000-0001-8734-8998
https://orcid.org/0000-0003-4555-5707
mailto:lebedeva_dv@pfur.ru
https://creativecommons.org/licenses/by-nc/4.0/legalcode

Dinetc D.A., Lebedeva D.V., Bayantsengel T. 2025. RUDN Journal of Economics, 33(3), 505-517

For citation: Dinetc, D.A., Lebedeva, D.V., & Bayantsengel, T. (2025). Analysis of the
dynamics of the Mongolian securities market. RUDN Journal of Economics, 33(3), 505-517.
https://doi.org/10.22363/2313-2329-2025-33-3-505-517

AHanNn3 gUHaAMuKM PblHKa LLeHHbIX 6ymar MoHronum

H.A. Duuen!®, JI.B. Jledexesa! ® X, I1. BasHumdHra?

'Poccutickuil ynusepcumem opyscowl napooos, Mockea, Poccutickas Dedepayust
2000 «Yueneny, Ynan-bamop, Moneonus
& lebedeva_dv@pfur.ru

Annotanus. VccrnenoBanue MOCBAIICHO aHANN3Y PBHIHKA IIEHHBIX Oymar MOHTONIHH, a IMEHHO
€ro CTPYKType, TeKyLIUM TEHICHLUSIM U MepcleKTuBaM pa3Butus. Ha nanHom stane @oHAOBBII
PBIHOK MOHTONTMH HaXOAUTCS HA CTAJUU CTAHOBICHUS M OC3yCIOBHO MPEACTABISICT BAKHYIO CO-
CTaBIISIIONIYI0 (PMHAHCOBOU cucTeMbl, B 2023 I. OH TOCTUT PEKOPIHOI PHIHOYHON KanuTalu3aluy,
gTo coctaBmio oomee 16,9% BBII crpansl. Tem He MeHee, THKBUAHOCTE PBIHKA OCTAETCS] HU3KOU
IO CIEIYIOIIUM IPUYMHAM: BO-TIEPBBIX, U3-3a JOMUHHUPYIOIIETO MOJI0KEHUST HECKOJIBKUX UTPOKOB,
BO-BTOPBIX, 10 IPUYMHE BBICOKUX TPAH3AKIIMOHHBIX U3AEPIKEK Il HHBECTOPOB; B-TPETHUX, U3-3a
OTPaHUYEHHOTO JJOCTyIa K MUPOBBIM PBIHKAM. Takke HETaTUBHO BIMAIOT HA TUKBUIHOCTD (pHHAH-
COBBIX MHCTPYMEHTOB Ha MOHTOJNBCKOH (POHIAOBOH OHpske ClaboCTh HHCTUTYTOB U HEPA3BUTOCTD
UH(PACTPYKTyphl HALIMOHAJILHON SKOHOMHKH, Ype3MEpHasl 3aBUCHMOCTb OT SKCIIOpTa TOBapOB
Y BHEIIHUX OrpaHndeHui. [lomoxuTensHOe BIMSHNE Ha JUHAMHIKY (OHIOBOTO phIHKA MOHTOIHN
OKazanM cleayromue (aKTopbl: CHUXKEHHE CTAaBOK 10 JEMO3UTaM, COKPAIIEHHE BO3MOXKHOCTEH
BBIBO3a KamnuTaia 3a pyoex u poct uncia [PO B 6aHKOBCKOM CEKTOpe. YA3BHMOCTH K BHEIIHUM
MOTPACEHUAM (PUHAHCOBOM CHCTEMBbl MOHTOIMHU CBSI3aHA C JICHEKHO-KPEIUTHON MOTUTUKOHN, ObI-
CTPO pasroHsOIIeH poCcT (PHMHAHCOBOTO PHIHKA, HO HE CIIOCOOHOW 00SCIEUUTh €ro B JIOJATOCPOY-
HOH TEpCIeKTHBE 3a CUECT CTUMYIHUPYIOUIUX NMPOMBIIUIEHHOCTH 3¢dexToB. Ilpencrapnena auHa-
MUKa PHIHOYHBIX WHIECKCOB, 00BEM TOPTOB M CTPYKTypa KarmuTana. CrenaH BBEIBOX O BaKHOCTU
CO3/IaHUSI AUBEPCUPHULIUPOBAHHOTO M JIMKBUAHOTO PBIHKA, YTO OyJET CHOCOOCTBOBATH YCTOIUH-
BOMY pa3BUTHUIO Bcell 3KOHOMUKH. [IpencTaBieHHble pe3yabTraTbl HAYYHOI'O MCCIIeI0BaHUs JO0Ka-
3bIBAIOT HACYIIHYIO MOTPEOHOCTH B U3MEHEHUU NPAaBUI U YCIOBHH (DYHKIIMOHMPOBaHUS (hHHAH-
COBOTO cekTopa Monromuu. YUTo sBIseTCS] HEOOXOMUMBIM YCIOBHEM IS TpaHC(OpMAalluy peIHKa
LIEHHBIX OyMar B IIEJISIX (PMHAHCOBOIo 0OecreueH s IPOBOIUMOI! B CTpaHe HHYCTpHATU3aIHH.

KuoueBble ciioBa: Monronbckas (oHI0Basg OMpkKa, peIHOK LIEHHBIX Oymar, Monronus, uH}pa-
CTPYKTYpa PbIHKA IIEHHBIX OyMar, THKBHIHOCTD

Bkaaa aBTopoB. ABTOPBI BHECIIM PABHO3HAYHBIN BKJIA B Pa3pabOTKy CTPYKTYPBI H COJCPKAHUSA,
MIPOBE/ICHNE UCCIIEOBAHUS U ITOJTOTOBKY TEKCTa CTaThU.

3asiBjieHHe 0 KOHGUIMKTEe MHTEepecoB. ABTOPHI 3asBIISIOT 00 OTCYTCTBUU KOH(IIMKTa HHTEPECOB.

HcTopust cTarsu: ocTynuia B peaakiuio 15 urons 2024 r.; mopaboTaHa nociie perneH3upoBaHus
25 aprycta 2024 r.; mpunaTa K myonukanuu 30 centsiops 2024 .

Hdas uurupoBanus: Dinetc D.A., Lebedeva D.V., Bayantsengel T. Analysis of the dynamics of the
Mongolian securities market // Bectauk Poccuiickoro yHuBepcHuTeTa IpyKObl HapoaoB. Cepust:
Okonomuka. 2025. T.33. Ne 3. C. 505-517. https://doi.org/10.22363/2313-2329-2025-33-3-505-517
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Introduction

In the 1990s, the first infrastructure elements for the securities market were
created in Mongolia, including legislative acts and regulatory bodies. Despite its 30-
year history and the positive changes of recent years, the securities market accounts for
1% of the financial sector. This indicates that this sector is actually inactive. For this
reason, it is important to assess the state of the securities market in Mongolia, study
the policy in this area and identify the problems of the securities market development.
The concentration of Mongolia’s financial resources in the banking system borders
on its low adaptability to the challenges of the time and investment opportunities,
including difficulties in attracting capital from abroad. The high share of the state
in the country’s economy, coupled with the underdevelopment of the financial sector,
limits the list of possible financial instruments to stimulate economic growth and
financial inclusion, which together reproduces inequalities and difficulties in the
development of Mongolia’s traditional industrial sectors on an industrial scale.

Literature review

The history, functioning and legal regulation of the securities market in Mongolia
reflects the country’s transition from a centrally planned economy to a market system.
The establishment of the Mongolian Stock Exchange and the adoption of the Law “On
the Securities Market” in the early 1990s were key moments in this process. A large
number of works by researchers such as Kurakin R.S. (Kurakin, 2013), Kulan T.
(Kulan, 2015), Dovuuchi M. (Dovuuchi, 2014), Popov K.M. (Popov, 2013) are devoted
specifically to the periodization of the formation of the stock market in Mongolia.

The state and features of Mongolia’s economy and its economic growth are
considered in the works of both domestic and foreign researchers, including: Duger G.
(Duger, 2015), Sadriev R.R., Shavaleev B.D. (Sadriev, Shavaleev, 2023), Bazarov V.B.
(Bazarov, 2019), Dugarzhav L., Badarch D., Ganbold A., Lundenbazar H., Popov M.A.,
Filin S.A. (Dugarzhav et al., 2006), Samarukha V.I., Boldbaatar D. (Samarukha,
Boldbaatar, 2003), Ermolaev K.N., Balzhin T.T., Shabashov D.N. (Ermolaev, Balzhin,
Shabashov, 2023) Kuznetsova I.A., Davaasuren A. (Kuznetsova, Davaasuren, 2017).
These works, despite the important contribution of their authors to clarifying issues
related to the sources of financing for Mongolian industrialization, nevertheless
do not address the problem of a lack of market mechanisms for regulating the process
of finding funding, financial inclusion, and opportunities to increase the country’s
financial potential through financial market instruments.

And the study of factors hindering the development of Mongolia’s economy
has been reflected in the works: Gelegzhamts A. (Gelegen, 2022), Namsraizhav S.
(Namsraizhav, 2008), Purevchir L. (Purevchir, 2011), Purev-Ochir, L. (Purev-
Ochir, 2023). These authors deeply explore the structural limitations of the growth
of the Mongolian economy, largely explaining these problems to the processes
associated with the loss of clear economic ties with the Soviet Union and later with
Russia, China’s aggressive policy towards the Mongolian industry and the withdrawal
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of its resources. At the same time, the peculiarity of the financial market in terms
of using its tools to find internal sources of stimulating economic growth in conditions
of proper economic regulation is often ignored.

Nevertheless, the published works do not reflect the current state of the securities
market in Mongolia, therefore, in order to identify current problems, it is necessary to conduct
a comprehensive analysis of the market and identify the factors influencing its development.

The purpose of the study is to analyze the current state of the securities market
in Mongolia, identify future trends and make recommendations on market development.

Materials and methods

The materials used include statistical data from the Statistics Committee
of Mongolia, the Financial Regulatory Commission, and the Stock Exchange
of Mongolia, which are contained in official Internet sources. The methodological
basis of this research consists of methods of data systematization, historical-logical,
systemic, structural analysis and synthesis.

Analysis of the dynamics of the securities market

The development of Mongolia’s stock market is largely determined by the
country’s industrialization processes. These were primarily influenced by Mongolia’s
international relations, both in terms Russia and China’s influence, and by the
expansion of the the Third Neighbor program, countries with which various kinds
of investment and trade agreements are created to ensure diversification and avoid
over-reliance on key suppliers and sales markets.

As a result of the implementation of such policies, serious contradictions arose
in the development of Mongolia’s largely fragmented financial market (Fig. 1).

As of 2023, there were 595 regulated organizations and joint-stock companies
operating on the securities market.

Stock Exchange Central Securities Depository Clearing Center
3 1 1

Broker, dealer, underwriter,

Investment Management Company Joint-stock company investment advisor
36 309
52
An exchange for trading agricultural Agricultural Goods Broker Mutual funds
products
1 10 4
Audit services Property valuation services Legal advice
49 24 43
Self-regulating organization Custodian A company licensed to Issue
> 3 capital-backed securities

59

Figure 1. Number of regulated organizations and joint-stock companies
Source: Quarterly Stock Market Report for 2023. URL: https://frc.mn/#/doc/list/988 (accessed: 14.08.2024).
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Thus, the allocation of an agricultural segment in the Mongolian securities
market is determined by the importance of traditional industries to support their
social structure. However, Mongolia’s financial market is not capable of initiating
the processes of structural transformation of the economy and increasing the level
of industrial and food security. In addition, limitations in monetary policy generates
a reduction in the use of foreign capital to ensure economic diversification.

In 2023, the value of the securities market increased by 69.1% compared to the
previous year and reached 11.6 trillion tugriks, which was the highest in the history
of Mongolia. This figure is 16.9 percent of GDP.

The capitalization of the securities market as a percentage of gross domestic
product peaked in 2021. The increase is due to increased interest in the stock market
due to lower deposit rates during the Covid-19 pandemic. In addition, the bankruptcy
of many enterprises and the reduction of capital export opportunities abroad led
to an expansion of investments in the stock market.

As of 2021, Mongolia’s market capitalization was measured at 13.91 percent
of GDP or 5.9 trillion tugriks, and as of 2022 it reached 6.9 trillion tugriks, which
is 14.35 percent of GDP. As of 2023, the market value is equal to 16.9 percent of GDP.
The growth in 2023 was influenced by the public offering of shares of influential
banks (Fig. 2).

14000.0 10
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10000.0 7.14
8000.0 5.8
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24 2.4 33
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oo 1 I = == BN
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mmmm Market capitalization /billion/ Liquidity, %

Figure 2. Market capitalization, liquidity

Source: Quarterly report on the stock market for the period from 2012 to 2023. URL: http://www.frc.mn/#/doc/
list/115 (accessed: 20.08.2024).

The development potential of Mongolia’s stock market under existing conditions
is limited by lack of access to global money market funding. Since Mongolia
is an exporter of raw materials that do not have a highly liquid secondary market,
it is difficult to find sources for capital turnover growth.

The ratio of capitalization to GDP is called the Buffett index. According to this
indicator, if the capitalization-to-GDP ratio is less than 73%, the market is considered
undervalued. Taking into account the share of the financial sector in Mongolia’s GDP,
we consider this conclusion to be not fully justified, since the undeveloped financial
sector prevents the possibility of using stock mechanisms to fund businesses.

In 2023, the liquidity ratio calculated based on the value of the secondary market
of the Mongolian Stock Exchange decreased by 0.93% and reached 1.50%.
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According to the World Bank, at the end of 2020, the liquidity ratio of lower-
middle-income countries is 53.6%, while the liquidity ratio of high-income countries
1s 98.6%. Mongolia’s liquidity ratio is at a very low level compared to the international
average, due to the concentration of stocks. For example, as of 2023, 85.6% of the
total number of shares belong to 0.19 of the total number of shareholders. The level
of investor transaction costs in Mongolia is traditionally high, which reduces the
opportunity for growth in the liquidity ratio of the stock market. However, this is seen
as an advantage, since high transaction costs reduce the volume of possible speculation
and Carry trade operations in the market, which, in turn, limits the volatility of the
foreign exchange market.

The role of Mongolia’s foreign exchange market in containing the potential
of the stock market is also seen in a significant shadow segment. Illegal currency
exchange which spreads to bank rates is flourishing in Ulaanbaatar. This brings a large
number of speculators and money laundering businesses from neighboring countries
to Mongolia. This, in turn, drains capital from the stock market and increases its
dependence on offshore flows.

The liquidity of shares of companies listed on the Mongolian Stock Exchange
is low compared to the average of developed and developing countries. The liquidity
of stocks is 43 times lower than the global average. However, as the market develops,
it grows (Fig. 3).
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Figure 3. International Stock Market Liquidity Indicator
Source: Securities Report 2022. URL: https://mse.mn (accessed: 20.08.2024).

As of 2022, 173 companies are registered on the Mongolian Stock Exchange
(Fig. 4). The Stock Exchange classifies joint stock companies into 1, 2 and 3 categories.
27 joint-stock companies belong to category 1, 46 joint-stock companies belong
to category 2, and 100 joint-stock companies belong to category 3.
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Figure 4. Companies listed on the Mongolian Stock Exchange

Source: Total public company information. URL: https://mse.mn/mn/company_allcontent/0 (accessed:
20.08.2024).

Since 2012, the number of companies listed on the stock exchange has been
steadily decreasing, due to the de-registration of inactive and inactive companies
registered in 1992 in connection with privatization.

Since 2017, the number of companies offering shares to the public and
registering on the Mongolian stock market has increased dramatically, with a total
of 13 companies attracting 130.2 billion tugriks on the stock market. 79% of them are
financial sector companies. The high level of market concentration and the shadow
nature of most of the transactions in the financial sector lead to the fact that the stock
mechanism is actually used to ensure offshore currency movement schemes.

JSC “Mongolian Stock Exchange” calculates three types of stock price indices:
TOP-20, MSE-A and MSE-B. The TOP 20 index, consisting of 20 companies whose
market capitalization and shares are actively traded, was stable with little volatility
between 2012 and 2020.

However, since 2020, the TOP 20 index of the Mongolian Stock Exchange has
shown steady growth in 2021 due to factors such as the expansion of shares of influential
banks, monetary policy and inflation. In addition, 44,411.6 tugriks became a historical
record. The stock market does not have a restraining effect on inflation due to the low
liquidity of instruments. The transmission of monetary impulses is also complicated
by dependence on export prices for coal and copper, as well as agreements with China
on the provision of transport infrastructure in exchange for stable prices for coal
supplied to China from Mongolia.

By the end of 2022, the TOP 20 index reached 37,565.6, showing a decrease
of 6,846 points or 15.42 percent compared to the end of the previous year. The MSE-A
index at the end of 2022 was 14,071.4. This is 8.06 percent less than at the end of last
year. However, the M SEB index increased by 4.09 percent compared to the end
of 2021 to 12,518.5.

As of 2023, the TOP-20 index reached 41,437.4 tugriks and increased by 3,871.8
points or 10.31 percent. However, the MSE-A index increased by 24.31 percent
to 17,574.5 tugriks, while the MICEX index decreased by 10.58 percent to 11,327.1
tugriks. The growth of the TOP 20 index shows that people’s interest in investing
in stocks has increased and they are interested in preserving capital (Fig. 5).

As of 2023, the industry classification of joint-stock companies included in the
TOP-20 index / by market value (Fig. 6).
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Figure 5. Stock market indices, thousand tugriks
Source: TOP-20 index. URL: https://mse.mn/mn/mse_top_20/266 (accessed: 24.08.2024).
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Figure 6. Classification of joint-stock companies included in the TOP-20 index

Source: Quarterly Stock Market Report for 2023. URL: http://www.frc.mn/#/doc/list/115 (accessed:
10.09.2024).

In 2020-2023, new products such as the unit rights of a collective closed-end
investment fund and bonds of the first digital company (Monpay) were successfully
traded. In 2021, the company’s bonds became more tradable, and the trading volume
increased dramatically. IPOs of banks (Bogd Bank JSC, Thorin Bank JSC, Golomt
Bank JSC), which were launched as part of the banking reform in 2022, were also
successful. In 2023, there are also 3 banks (JSC “Khaan Bank”, JSC “Khudaldaa
hogzhliyn Bank”, JSC “Khas Bank”) registered as open joint stock companies.

In 2023, 66.7 percent of the total number of 782.2 billion tugriks of securities
sold were shares, 17.5 percent were corporate bonds, 8.1 percent were asset-backed
securities, and 7.7 percent were investment fund units (Fig. 7).

From 2012 to 2023, a total of 27 companies conducted I[POs and raised 676.2
billion tugriks in the primary market. Since the first capital raising deal was conducted
in 2007 by issuing additional shares in Mongolia, in 2022, 14 companies have raised
a total of 80.4 billion tugriks in 15 transactions by issuing additional shares. There are
no companies that have issued additional shares in 2023 (Fig. 8).

Stock trading reached 304.9 billion tugriks in 2021, which amounted to 0.71
percent of GDP. As of the end of 2022, securities worth 343.4 billion tugriks were sold.
In 2023, stock trading reached 518.4 billion tugriks, which amounted to 0.75 percent
of GDP (Fig. 9).
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Figure 7. Securities trading volume /by type/, %

Source: Securities Trading Report by year. URL: https://mse.mn/uploads/ariljaa/annual/report_mn-13.pdf

(accessed: 10.09.2024).
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Figure 8. Follow-on Public Offering

Source: Newly registered joint stock companies. URL: https://mse.mn/mn/content/list/116 (accessed:

14.09.2024).
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Figure 9. Share of stock trading in GDP, %
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Source: Securities Trading Report by year. URL: http://www.frc.mn/#/doc/list/119 (accessed: 10.09.2024).
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In 2023, 660 million shares or 344.27 billion tugriks were successfully sold
during the initial public offering (IPO), an increase of 15.42 percent compared to the
end of the previous year.

As of 2020, the Ministry of Finance adopted a fiscal policy prohibiting the
issuance of government securities on the domestic market, so no new securities were
registered on the stock exchange and no trades were conducted on the primary market
at all. 5,825,000 securities worth 586 million tugriks were sold on the secondary
market. At the same time, the growth of Mongolia’s public debt corresponds to the
structure of international trade and leads to Mongolia’s financial dependence
on international development institutions (Fig. 10).
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Figure 10. Government securities trading, billion tugriks
Source: Quarterly stock market reports. URL: http://www.frc.mn/#/doc/list/123 (accessed: 17.09.2024).

Since the first auctions of companies’ bonds on the primary market were held
in 2001, 18 companies collected a total of 771.6 billion tugriks in 2022. In 2023,
7 companies collected a total of 107.5 billion tugriks.

In 2021, 6.23 million bonds worth 720 billion tugriks were sold on the primary
bond market, and 3.2 million bonds worth 328.1 billion tugriks were sold on the
secondary market, which was the highest figure in recent years. In 2022, the trading
volume of the companies’ bonds reached 134.1 billion tugriks, which is 79 times
more than in 2018 and 7.8 times less than in 2021, respectively. In 2023, 1.38 million
bonds worth 138.1 billion tugriks were sold on the primary and secondary markets,
accounting for 15.81 percent of the total trading value (Fig. 11).
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Figure 11. Corporate bonds, billion tugriks
Source: Quarterly stock market reports. URL: http://www.frc.mn/#/doc/list/123 (accessed: 17.09.2024).
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In 2022, two companies (Avalon Investments LLC, Balancedgout Management
LLC), and in 2023, one company (Novel Asset Management LLC) received a special
license to manage investment funds. In 2023, 5.91 billion tugriks were sold on the
secondary market of mutual fund units (Fig. 12).
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Figure 12. Trading in investment fund units, billion tugriks
Source: Quarterly stock market reports. URL: http://www.frc.mn/#/doc/list/123 accessed: 17.09.2024).

The Agricultural Exchange first started trading agricultural goods and raw
materials on April 5, 2013. In 2023, the total volume of trade on the agricultural
exchange during the reporting period was 968.3 billion tugriks. This is 141.7 billion
tugriks or 12.8 percent less than the period of the previous year, and goat cashmere
trade accounts for 88.3% of the total trade volume (Fig. 13).
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Figure 13. Asset-backed securities, billion tugriks
Source: Quarterly stock market reports. URL: http://www.frc.mn/#/doc/list/123 accessed: 17.09.2024).

In recent years, non-bank financial institutions have actively attracted public
funds by issuing asset-backed securities in addition to traditional stock market
products. For example, in 2023, 4 issues of asset-backed securities were successfully
completed and 50.00 billion tugriks were collected.

According to the main indicators, Mongolia’s securities market is developing and
growing every year. And the range of assets traded on the Mongolian Stock Exchange
1S increasing.
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Conclusion

The main conclusion, which obviously follows from the analysis, is that the stock
market of Mongolia has an extremely high level of concentration, which is explained
by the methods of privatization, the concentration of assets and the population in the
capital, and the low potential for involvement in the global money market. The
situation is aggravated by two factors. First, Mongolia’s “Third Neighbor” policy
aimed at diversifying its foreign economic activity pushes the country to fulfill the
conditions of the Washington Consensus, which limits the potential for using monetary
and fiscal incentives to develop the financial market, as well as the use of protectionist
measures in foreign trade. Secondly, Mongolian exports are highly dependent on oil
price indices and the volatility of reserve currencies. The dependence of the export
revenues of a non-oil producing country on the level of international energy indices
does not allow expanding the degree of diversification of ownership of assets related
to Mongolia’s export industries. The weakness of infrastructure and the high level
of its concentration in Ulaanbaatar prevents the formation of a stable middle class
based on traditional branches of Mongolian industry (agriculture, light industry).
Dependence on Japan’s position as a duty-free supplier of machinery and equipment
leads to increased trade speculation with related assets and hinders Mongolia’s
industrial development through the use of stock market instruments.
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