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It is not by augmenting the capital of the country, but by rendering a greater part of 

that capital active and productive than would otherwise be so, that the most 

judicious operations of banking can increase the industry of the country.

Adam Smith (1723-1790)

Capital is dead labour, which, vampire-like, lives only by sucking living labour, and 

lives the more, the more labour it sucks. 

Karl Marx (1818-1883)

Capital as such is not evil; it is its wrong use that is evil. Capital in some form or 

other will always be needed.

Mahatma Gandhi (1869-1948)
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Preconditions for high and sustainable growth

• Maintaining law and order, protecting private property rights, and eliminating corruption, 
which need to be the state’s top priorities

• Maintaining a stable macro-economic climate – especially low inflation – by sticking to 
sound fiscal and monetary policies

• Motivated and skilled people, which is mostly achieved by having a first-rate education 
system

• Embracing new technologies – something both the state and business must do

• A fair, efficient and non-penalising tax system

• Sufficient competition in all sectors of the economy, which the authorities need to 
ensure

• Maintaining international creditworthiness

• Allowing businesses to operate profitably and with the lowest possible regulatory burden

• Prioritising the expansion and maintenance of infrastructure

• Sufficient levels of saving and fixed capital formation



Saving and investment in a macro context
Y = C + G + I + (X - Z)

where:
Y = Gross domestic product

C = Private consumption expenditure

G = Government consumption expenditure

I = Gross fixed capital formation

X = Exports of goods and services

Z = Imports of goods and services

add taxes:

(Y – T) = C + I + (G – T) + (X – Z) 

then: 

(Y – T) = disposable income; (G – T) = budget deficit; (Z – X) = trade deficit

(Y – T – C) = I + (G – T) + (X – Z)

S = I + (G – T) – (Z – X)



Long-term investment breakdown 
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The provision of financing for long-term 
investment
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Reasons for regulatory and market failures

• Potential long-term investors should not be constrained in their ability to provide 
financing



Capital market institutions’ asset holdings
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Reasons for regulatory and market failures

• Potential long-term investors should not be constrained in their ability to provide 
financing

• Sometimes long-term financing may have to rely on a narrow range of 
instruments

• Thirdly, cross-border capital flows have often been driven by short-term, volatile 
lending



Trends likely to constrain the future supply of long-term finance

• Bank deleveraging and new regulation

• Fiscal consolidation

• Ageing populations

• Rising compliance and regulatory costs



International actions to address the barriers to long-term 
financing 

• Ensure investors are better able to take a long-term horizon in their investment 
decisions

• Create new intermediaries and instruments geared toward the provision of long-
term finance

• Develop debt and equity capital markets in order to promote a broad spectrum of 
financing instruments

• Ensure that cross-border flows support the efficient global allocation of capital to 
long-term investment

• Strengthen systemic analysis when setting future regulatory policy
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