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The Role of Liquidity Providers in the Capital Market
Aihda Bassem Daoud*
College of Law, University of Kufa*
Abstract

Financial markets have developed rapidly in various countries of the
world, and the volume of trade in them has increased and the number of
participants has increased, whether at the level of investors or at the
level of activities operating within the capital market. As a result, the
legal regulation of work in these markets has become an obligation to
enter new horizons represented by setting controls and familiarity with
all the data that achieve public and private benefit and ensure the
smooth running of these markets.

These markets are one of the most important parts of the economic
system of the state. If the capital markets within the state have major
economic powers, the state is economically advanced, and vice versa if
the capital markets are weak, the state is backward.

The stock exchange, which is one of the most important components of
the capital market, is one of the most important indicators of measuring
the size of a state's economy, and represents the lead in the field of
economic progress and prosperity and plays a vital role in it. The stock
exchange is one of the most important motivations for countries to
formulate economic legislation that contributes to motivating
institutions and individuals to collect their savings and attract
investment in a safe manner, as it provides the necessary liquidity to
drive the process of developing the economy and converting savings into
an investment process. Therefore, legislative bodies, regardless of their
legal positions, are working to improve the functions of the capital
market and strengthen the legal framework in principle to provide
support and protection. The liquidity provider system is one of the
systems operating in the capital market in the stock exchange in our
current era, especially after the many financial crises surrounding us, the
latest of which is the outbreak of the Corona crisis (Covid-19), which
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affected the global economy in general and in particular on companies
operating in the stock exchange as a result of weak liquidity on the one
hand and investors’ fears on the other hand. The liquidity provider
system came to address this, which was adopted by some legislations
such as the UAE law and other legislations that adopted it, but did not
make it independent of the market maker, while we find that Iraqi
legislation did not adopt this system, but rather adopted other similar
systems that could be adapted to their rules, and this system could be
adopted in Iraqi legislation.

Keywords: Financial markets, securities, liquidity, economic legislation
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