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PANAMA STOCK EXCHANGE 
 
 
 

Text approved according to Resolution No.202-07 of the National Securities 
Commission issued on August 8th, 2007. 

 
 

By which rules are dictated on the adequate capital, solvency ratio, equity 
funds, liquidity ratios, credit risk concentrations, and expenses structure for 
Exchange Seat Holders, that must be observed by members of the Panama 

Stock Exchange.  
 
 

The Panama Stock Exchange  
Exercising its legal powers and  

 
 

CONSIDERING: 
 
That the self-regulating role of the Panama Stock Exchange has as an objective to 
protect the confidence of the public in the stock market, protect investors, and 
ensure the development of safe and competitive conditions.  
 
That under these principles the Panama Stock Exchange must deliver instructions to 
entities owning and operating Exchange Seat Holders. 
 
That the purpose of these regulations is to clearly establish the financial conditions 
Exchange Seat Holder entities must have to develop their exclusive activity.      
 
 

 
AGREES: 

 
CHAPTER ONE 

 
DEFINITIONS 

 
ARTICLE 1. DEFINITIONS. For the purposes of this regulation, these should be 
understood as:  
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Assets. Every financial statement record of a Seat Holder, member of the Panama 
Stock Exchange that indicates the goods, property, rights before third parties or 
resources of the entity. 
 
Deferred Assets. Payments made by a Seat Holder in advance to acquire property or 
a service it does not use immediately, but to use gradually in the future, such as 
installation, organization, paper, and prop expenses; marketing, and advertising, 
insurance premiums, and rents.  
 
Intangible or immaterial assets. Group of non-physical assets included in the net 
worth of the Seat Holder, such as Panama Stock Exchange membership rights.  
 
Liquid assets. Exchange Seat Holder assets capable of easily being converted into 
cash, such as Government issued bonds.  
 
Subordinate debt. This is financing received by a Seat Holder that, for the purposes 
of preference among creditors, have a claim after satisfying all creditors.  
 
Capital Accounts. Sum of all goods and property rights (primary capital plus 
secondary capital) of a Seat Holder, once all corresponding deductions are made 
which are necessary for it to exercise its activities safely and competitively.  
 
Banking obligations payable in Panama. For the purposes of the liquidity ratio of 
this regulation, a banking obligation will be considered payable in Panama if it is 
subject to Panamanian law independently of the place where the payment is made.  
 
Exchange Seat Holder. Entity licensed to act as a broker-dealer firm, duly 
authorized by the National Securities Commission of Panama, and which operates 
an exchange Seat within the Panama Stock Exchange.  
 
Long positions in an issuer or client. Long positions are the current holding of 
certain fixed or variable rate bonds or securities, issued by a determined issuer, as 
well as the future possession of the same. As such, long positions in a determined 
issuer are generated by fixed or variable rate bonds or securities kept within its 
portfolio as well as assumed commitments by the exchange Seat Holder to purchase 
bonds or securities in the future, be they acquired by signing operations or contracts 
in installments, forward operations, future operations or any other modality that may 
result in their real future acquisition.  
 
Short positions in an issuer.  Short positions in a determined issuer on bond or 
securities are those future sale commitments assumed by the corresponding 
exchange Seat Holder, whose underlying assets are bonds or securities issued by the 
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aforementioned issuer. As such, short positions in a determined issuer are generated 
by assuming obligations to sell bonds or securities in the future, be they acquired by 
signing operations or contracts in installments, forward operations, future operations 
or any other modality that may result in their real future sale or delivery.  
 
Net position in an issuer. A net position in an issuer is the difference between the 
summation of long positions and the summation of short positions as to the issuer. 
When this difference is a positive one, it will be a long position, whereas when it is 
negative, it will be a short one.  
 
Gross global position. A gross global position is the summation of long and short 
positions owned by an exchange Seat Holder originated by the signing of operations 
or installments contracts.  
 
When calculating the gross global position, the issuers of the underlying assets in the 
operations will not be considered.  
 
Market value. The market value of liquid assets referred to in these Regulations 
will be the market value on the last working day of the reported week.  
 

CHAPTER TWO 
ADEQUATE NET WORTH AND SOLVENCY RATIO  

 
ARTICLE 2. ADEQUATE NET WORTH. In order to protect the confidence of 
the public within the system, protect investors, and ensure their development of safe 
and competitive conditions, Exchange Seat Holders must comply with rules on 
capital net worth levels and minimum solvency ratio established in these regulations.  
 
ARTICLE 3. SOLVENCY RATIO. The solvency ratio is expressed in percentage. 
The Exchange Seat Holders shall keep the minimum solvency ratio of 8% (eight 
percent) at all times.  
 
The solvency ratio comes from dividing the calculated value of Capital Accounts 
(net worth), as set on the next chapter, between the summation of weighted assets by 
credit risk level, the market risk value multiplied by 100/8 (one hundred eighths), 
and the liquidation/delivery risk value multiplied by 100/8 (one hundred eighths). 
The ratio is expressed by the following arithmetic formula:  
 

 
 
 

 
 

 
 
      Capital Accounts 
SOLVENCY RATIO = 
      APNR + [(100/8) * VaRRM)] + [(100/8) *Rle)]  
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Where:  
 

APNR   Assets weighted by credit risk level.  
 
VaRRM  Market risk exposure value*.  

 
Rle  Liquidation/delivery risk exposure value. 

 
(*) See Attachment 1. 
 
 
 
 

CHAPTER THREE 
 

CAPITAL ACCOUNTS OF EXCHANGE SEAT HOLDERS  
 
ARTICLE 4.  CAPITAL ACCOUNTS OF EXCHANGE SEAT HOLDERS. 
The Capital Accounts of Exchange Seat Holders are made up by the summation of 
the primary and secondary markets. 
 

I. Primary capital: 
 
The primary capital of an exchange Seat Holder is made up by the summation of the 
following net elements from contemplated deductions in this article: 

  
a) The subscribed and paid capital.  
 
b) The effective and expressed reserves, which must:  
 

 Be freely usable by the exchange Seat Holder to cover risks inherent to 
the exercise of its typical activity as an exchange Seat Holder, even 
before the eventual loss or depreciation are determined.  

 Reflect in the accounting books of the entity, having their purchase 
prices verified by external auditors and communicated the 
aforementioned verification to the Panama Stock Exchange.  

 Be free of taxes or reduce by their previously attributable liability.  
  

c) The share allocation premium.  
 

d) Non-distributed retained earnings from previous exercises.  
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e) The value of current period’s retained earnings, in  a percentage equal to the 
retained earnings from the last accounting exercise that, as decided by the 
shareholders ordinary general assembly, have been capitalized, or the total 
amount of the aforementioned that must go to resolve accrued losses. 

 
f) The part of paid capital corresponding with perpetual non-cumulative, 

completely paid for preferred shares.  
 
Deductions from primary capital  
  
The following items will be deducted from the primary capital of the Exchange Seat 
Holders: 
 

a) Negative results from previous exercises period and the ones for the 
current exercise period.  

 
b) The value of intangible and deferred assets included in the net worth 

of the referred Exchange Seat Holder. 
 

c) Property, facilities, and equipment.  
 
d) The adjusted cost of capital investments and those that are permanent 

and mandatory, necessary for the entity to be a member of the Panama 
Stock Exchange, LatinClear, and any other institution requiring a 
mandatory investment from the exchange Seat Holder to operate 
within them.  

 
e) Third party financing to acquire shares, deposits, or other securities 

computable as Capital Accounts of the exchange Seat Holder that were 
granted to others. This deduction will not include financing granted to 
the employees of the entity, as long as its unit cost is not greater than 
ten percent (10%) of the paid capital of the entity.  

 
II. Secondary capital:  

 
The secondary capital of an exchange Seat Holder is made up by the summation of 
the following elements: 
 

a) Subordinate financing received by the exchange Seat Holder as long as it is 
not greater than 50% of the primary capital value, and as long as they meet 
the following conditions:  
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 Subordinate financing shall have a term of no less than five years. If 
the expiration date is not set, a notice period for withdrawal should be 
established of at least five years’ time.  

 During the last five years to the expiration date, its Capital Accounts 
calculation will decrease twenty percent (20%) per year until its 
remaining term is less than a year, when they will stop being 
calculated as such.  

 It is established in the corresponding issue’s prospectus that, in the 
event of liquidation of the exchange Seat Holder, its value will be 
subject to the payment of external liabilities, also that interest 
payments will be deferred in case of losses. 

 That no acceleration clause, rescues, reimbursement, or anticipated 
amortization clause for their payment is contemplated, and that these 
issued have a minimum maturity deadlines of no less than five (5) 
years.   

 
b) Financings of undetermined durations that, besides meeting the conditions 

required for to subordinated financing, establish that the debt and pending 
interest payable can be applied to cover the losses of the Exchange Seat 
Holder without the need of its dissolution.   

 
c) Bonds mandatorily convertible to shares, will count at their nominal value as 

long as they are effectively placed and paid for, and comply with the 
following conditions:  

 
 Maximum bond deadline is five (5) years.  
 The emission regulations shall expressly indicate that, in the event of 

liquidation, the amount of the obligation value will be subordinate to 
the payment of the external liabilities. Likewise, the regulations 
should establish that bonds can be applied to cover the losses of the 
Exchange Seat Holder without the need of its dissolution.  

 
In order to be included in the Capital Accounts, elements listed in letters a) and f) of 
the primary capital and a) and b) of the secondary capital will count so long as they 
have been paid in.  
 
Paragraph – The following will not count as the Capital Account of Exchange 
Seat Holders:  

 
a) The surplus of subordinate financing received by the Exchange Seat 
Holder over fifty percent (50%) of the primary capital of the Exchange Seat 
Holder. 
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b) The surplus of secondary capital over one hundred percent (100%) of the 
primary capital of the entity. 

 
 
ARTICLE 5. LEVEL AND DEMANDS OF CAPITAL ACCOUNTS. CAPITAL 
ACCOUNTS of Exchange Seat Holders may not be, at no time whatsoever, less 
than the highest of any of the following two (2) magnitudes: (i) two thirds of the 
minimum paid capital established by the Panama Stock Exchange, and (ii) the 
resulting amount when applying coverage rules demanded by the level of activity as 
foreseen in Attachment 2, which is a integral part of this Regulation.  
 
 

CHAPTER FOUR 
 

ASSETS WEIGHTED BY CREDIT RISK 
 
ARTICLE 6. CREDIT RISK. For the purposes of calculating the solvency ratio, 
credit risk is the possibility of loss that may diminish the CAPITAL ACCOUNTS of 
an Exchange Seat Holder due to noncompliance of financial obligations within the 
allotted terms. This risk, amongst other reasons, may come from a possible 
noncompliance of the other party in an operation, or from a potential variation of the 
price of the instrument dealt with, due to causes related to either its issuer or the 
issuer of its main instrument, if dealing with a derived instrument.   
 
ARTICLE 7. CLASSIFICATION AND WEIGHT OF ASSETS FOR CREDIT 
RISK. In order to determine the total value of assets weighted by credit risk level, 
the aforementioned must be classified within one of the following categories 
depending on their nature:  
 

 Category I – Most secure assets: This category will include cash, sight 
deposits from Banks licensed within the Republic of Panama, investments in 
bonds issued by the Government of the Republic of Panama and the ones 
guaranteed by it, and security investments issued by foreign governments and 
central Banks actively trading in stock markets and investment-grade rated, 
according to the Standard and Poor’s or Fitch or an equivalent foreign rating 
firm, or their equivalent in  ratings issued by rating entities authorized by the 
National Securities Commission.   

  
 Category II – Highly secure assets: This category will include securities 

issued by public entities in the Republic of Panama, fixed-term deposits in 
banking establishments licensed to operate in the Republic of Panama, 
reporting and credit operations unconditionally guaranteed with Government-
issued bonds, and bonds issued through a securitization process, investment-
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grade rated, according to the Standard and Poor’s or Fitch or an equivalent  
foreign rating firms, or their equivalent in ratings issued by rating entities 
authorized by the National Securities Commission.  

  
 Category III – Other risk assets: This category will include shares and 

participations, preferred shares of any kind, as well as subordinate financing 
and the like, real assets disregarding their origin and purpose, any other kind 
of asset integrated into the net worth of the entity, and the other risk assets 
not deducted when calculating Cptial Accounts and not included into any of 
the aforementioned categories. 

 
Assets included into Category I will be weighted at 0%, on Category II at 20%, and 
on Category III as follows according to the Standard and Poor’s or Fitch or their 
equivalent in other foreign rating firms, or their equivalent in ratings issued by rating 
entities authorized by the National Securities Commission, for which the rating 
ranges indicated in the following matrix or their equivalents will be observed:  
 
Long term credit risk: 

 
Rating Scale                                                 Weight 
AAA to AA-                                                                                20% 
A+ to A-                                                                                   50% 
BBB+ or less or no rating                                                    100% 
 
Short term credit risk: 

 
Rating Scale                                                 Weight 
1+ to 1-                                                                                       20% 
2+ to 2-                                                                                        50% 
3 or less or no rating                                                             100% 
 
Paragraph 1. Operations with derivatives: To weigh the credit or counterpart risk 
on operations with derivatives, the positive difference from calculating the market 
value of said operation will be considered according to the following percentages:  
 

a) When the counterparty comes from the National Government they will 
weigh at 0%.  

b) When the counterparty is different from the National Government one, 
it will weigh at 100%.  

c) If the operation with derivatives is guaranteed with public debt 
instruments, it will weigh at 80%.  
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The market value of a derivative corresponds to the difference between the market 
value of the right minus the market value of the obligation.  
 
Paragraph 2. Bonds derived from securitization processes: They will be 
classified on Category II – Highly secure assets, bonds derived from securitization 
processes having a rating equal or above “A-”  for long and mid-term bonds or 
“DPI” – for short term bonds, according to the Standard and Poor’s or Fitch or their 
equivalent in other foreign rating firms, or their equivalent in ratings issued by rating 
entities authorized by the National Securities Commission.  
   
Additionally, Category III – Other risk assets will include bonds derived from 
securitization processes with a rating equal or less than “BBB+” for long and mid-
term bonds, or equal or inferior to “DP2-“ for short term bonds according to the 
Standard and Poor’s or Fitch or their equivalent in other foreign rating firms, or their 
equivalent in ratings issued by rating entities authorized by the National Securities 
Commission.   
 
Paragraph 3. The risks deducted from Capital Accounts and active items accounted 
as compensatory balance will not be subject to the weighing established in this 
article. 
 
Paragraph 4. Derived interests and commissions will be assimilated, for the 
purposes of their weighing, by the risks they come from. When the operation of 
origin or its counterpart is not determined, they will be weighed at one hundred 
percent (100%). 
 
Paragraph 5. The application of all reduced weights attributed to risks with 
personal guarantees will only apply to the part of the risk expressly insured by the 
guarantor. Said guarantees must imply the direct and joint responsibility of the 
guarantor before the entity once the liable party incurs in noncompliance.  
 
Commitments and other order accounts not mentioned in this article will be ruled 
according to the following:  
 
a) Elements being weighed at 100%: 

- Guarantees with joint signatures and securities 
- Security installment purchase commitments  

 
b) Elements being weighed at 20%:  

- Available credit granted to customers for securities operations.  
- Temporary asset acquisitions with optional repurchase agreement for the 
acquiring entity.  
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Once the aforementioned risk elements are calculated, weights attributed to the 
corresponding counterparts will apply. 
 

CHAPTER FIVE 
MARKET RISK VALUE AND LIQUIDATION/DELIVERY VALUE 

 
ARTICLE 8. MARKET RISK. Market risk is the possibility of loss that decreases 
the Capital Accounts of an Exchange Seat Holder due to adverse movements in the 
market indicators that affect financial instruments in which the entity keeps 
positions within or without balance. The market indicators to be considered are, 
among others, types of interest, types of change, price of securities or bonds, and 
other indexes. 
 
ARTICLE 9. VALUE OF EXPOSURE DUE TO MARKET RISK. To calculate 
the market risk value the VaR1 methodology will be used, which is the loss that a 
determined position could register within a time interval with a certain level of 
probability or confidence due to an adverse change in prices is calculated, according 
to the methodology included in Attachment I, which is included in this Regulation.   
 
ARTICLE 10. LIQUIDATION/DELIVERY RISK. The liquidation/delivery risk 
is the possibility of losses that decrease the Capital Accounts of an Exchange Seat 
Holder due to the difference in price in non-liquidated operations after the stipulated 
date.    
 
ARTICLE 11. EXPOSITION VALUE DUE TO LIQUIDATION/DELIVERY 
RISK. The liquidation/delivery risk value is calculated as the difference between the 
liquidation price of the agreed operation and the market value of the same, as long as 
the difference between the agreed value of the instrument and the market value of 
the same cause losses to the Exchange Seat Holder. Provisions constituted to 
depreciate losses originating in this risk will be deducted from this value.  
 
A. For securities that do not take part in a repo operation, temporary granting or 
lending of securities:  
 

In operations with elements in the stock trading portfolio in which their 
liquidations were delayed, the Exchange Seat Holder will use enough Capital 
Accounts to cover the risk of loss derived from the difference between the agreed 
liquidation price and the market value of the securities.   
 
In order to calculate it, said difference will be multiplied, as long as it causes loss 
for the entity and the constituted provisions are deducted to depreciate the losses 

                                                
1 See attachment. 
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deriving from this risk, by the percentages itemized below, considering the 
number of working days between from the agreed liquidation date and the 
calculation date:  
 
- between 5 and 15 working days: 8%  
- between 16 and 30 working days: 50%  
- between 31 and 45 working days: 75%  
- over 45 working days: 100%  

 
The Capital Accounts level demanded will be the amount, for all operations, of 
the aforementioned calculation.  

 
B. For securities taking part in repo operations, temporary granting or lending of 
securities.  
 

In repo operations, temporary granting or lending of securities, the entity will 
calculate the difference between the market value of the delivered elements and 
the market value of the elements received as guarantee or as payment for the 
operation. In temporary asset acquiring and security loans, the entity will 
calculate the difference between the market value of the elements delivered as 
guarantee or operation payment and the market value of the elements received.  
 
In operations where the aforementioned difference is positive, the Capital 
Accounts demanded will be eight percent (8%) of said difference, multiplying 
the latter by the applicable weight to the corresponding counterpart according to 
the following chapter of this Regulation.  

 
The counterpart risk will be considered null when a system exists that guarantees 
return to the grantor of the elements delivered to the grantee.  

 
Paragraph. In operations on derived instruments not traded in official or organized 
secondary markets, the demanded Capital Accounts are eight percent (8%) of the 
amount.  
 

 
 

CHAPTER SIX 
 

LIQUIDITY RATIO 
 
ARTICLE 12. LIQUIDITY RATIO OF EXCHANGE SEAT HOLDERS. 
Exchange Seat Holders shall, at all moments, keep a certain volume of invested low 
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risk, highly liquid assets that will be a minimum of ten percent (10%) of the total 
amount of their required liabilities with a residual deadline of less than a year. 
 
Assets accountable for this liquidity ratio will be:  
 

1. Cash and fixed-term deposits deposits with maturities of no more 
than a year in banks licensed to operate within the Republic of 
Panama. For the purposes of this regulation, it is assumed the only 
acceptable currency as cash is the United States of America Dollar or 
any other currency that the Panama Stock Exchange deems free of 
convertibility and transferability. Likewise, the Exchange Seat 
Holders shall exclude pledged deposits equal to the balance, to the 
date of the liquidity report, of the guaranteed obligation from the 
liquidity ratio calculation.   

2. Public Debt Securities of the Republic of Panama with maturities not 
older  than one hundred eighty six (186) days. 

3. Commercial papers, commercial bonds, or any other financial 
instrument listed with the Panama Stock Exchange, with maturities 
not older than one hundred eighty six (186) days.  

4. Installment- or sight-required net balances in investment-grade banks 
rated by a risk rating company acknowledged by the Panama Stock 
Exchange, payable on sight or with maturities not older than one 
hundred eighty six (186) days and payable in legal tender accepted in 
Panama.   

5. Obligations issued by foreign governments actively trading in stock 
markets and with an investment-grade rating granted by a risk rating 
company acknowledged by the Panama Stock Exchange.  

 
Other authorized assets. For the purposes of this article, the following are also 
considered as liquid assets as long as they are free of all charge or encumberance 
and are freely transferable:  
 

1. The market value of the obligations of Panamanian private companies, 
no matter the rating given by acknowledged rating agencies, that 
comply with the following conditions:  

 
a. To have maturities not older than one hundred eighty six 

(186) days as from the liquidity report. 
b. To be subject to periodic public bidding in the Panama Stock 

Exchange.  
 

2. The market value of the obligations of Panamanian private companies 
that comply with the following conditions: 
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a. To have a long term risk rating in a foreign currency of no 

less than a BB+ according to the Standard and Poor’s or Fitch 
or their equivalent by other foreign rating firms.  

b. To be payable in Dollar of United States of America or any 
other currency that the Panama Stock Exchange deems free of 
convertibility and transferability.   

c. To be subject to periodic public bidding in an active buy-sale 
market.  

 
3. Obligations of Panamanian private companies guaranteed by 

investment-grade banks established abroad as long as the issuing 
companies and the guarantor bank do not belong to the same 
Economic Group.  

 
4. Obligations of Panamanian private companies with maturities not 

older than one hundred eighty six (186) days as of the date of the 
liquidity report, guaranteed by Official banks of the Republic of 
Panama.   

 
5. Market Value of obligations emitted by the Republic of Panama 

Government that comply with the following:  
 

a. To have a long term risk rating in a foreign currency of no 
less than a BB+ according to the Standard and Poor’s or Fitch 
or their equivalent by other foreign rating firms, or other 
ratings issued by rating entities authorized by the National 
Securities Commission.  

b. To be payable in Dollars of the United States of America or 
any other currency that the Panama Stock Exchange deems 
free of convertibility and transferability.   

c. To be subject to periodic public bidding in an active buy-sale 
market and/or in the Panama Stock Exchange.  

 
6. Obligations of Panamanian private entities with a long term risk rating 

in a foreign currency of no less than a BBB+ according to the Standard 
and Poor’s or Fitch or their equivalent by other foreign rating firms, or 
other ratings issued by rating entities authorized by the National 
Securities Commission and issued in Dollars of the United States of 
America or any other currency that the Panama Stock Exchange deems 
free of convertibility and transferability. These obligations must be 
considered under their market value and be subject to periodic public 
bidding in an active buy-sale market.    
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7. Obligations guaranteed or backed up by foreign governments whose 

long term risk rating is no less than BBB- or a short term one no less 
than A-3, according to the Standard and Poor’s or Fitch or their 
equivalent by other foreign rating firms and issued in Dollars of the 
United States of America or any other currency that the Panama Stock 
Exchange deems free of convertibility and transferability. 

 
Financial reports of the Exchange Seat Holders must contain detailed information of 
investments made to cover the liquidity ratio.  
 

CHAPTER SEVEN 
CONCENTRATION LIMITS FOR CONCENTRATION RISK  

 
ARTICLE 13. CREDIT RISK CONCENTRATION. Risks kept by a Seat Holder 
member of the Panama Stock Exchange on an issuer, individual client, or issuing or 
client group related to each other, will be considered as a concentration group 
whenever the accrued value of these risks exceeds ten percent (10%) of the total 
value of their capital resources. Additionally, the value of all risks an Exchange Seat 
Holders acquires and keeps with a same issuer, client, or issuing or client group 
related to each other may not exceed thirty percent (30%) of the total value of its 
capital resources. 
 
In any case, the group of concentration status of an Exchange Seat Holder may not 
exceed eight (8) times the value of capital resources of an Exchange Seat Holder.  
 
ARTICLE 14. CREDIT RISK WITH ISSUERS OR CLIENTS RELATED TO 
EACH OTHER. In order to establish risk before an issuer, client, or group of 
issuers or clients related to each other, Exchange Seat Holders, before investing in 
bonds or securities, making any operation to buy or sell bonds or securities in the 
future or during their validity, as well as doing any other active operation, must 
establish and verify whether the potential receivers of their resources are part of a 
group of issuers or clients related to each other.   
 
In order to establish the credit risk of a client, economic group or related group or 
clients it belongs to, the operations that originates commitments, within or off 
balance sheet, with a counterpart, and positions within the stock trading portfolio 
that may be affected by the possible noncompliance because of a price variation of 
the dealt instrument, due to causes related with either its issuer or the issuer of the 
main instrument – if dealing with a derived instrument –, will be considered.   
 
ARTICLE 15. ASSETS, RECORDS, AND OPERATIONS GENERATING 
CREDIT RISKS FOR PURPOSES OF CONCENTRATION LIMITS. The 
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following items will be considered to establish a concentration threshold: (i) the 
balance of every bond or securities investment and operation done by an exchange 
Seat Holder to develop said operations on its own, be that they are traded or 
contracted in organized markets or directly, no matter the country of origin of the 
issuer; (ii) any payable balance by the issuer, client, or group of issuers or clients 
related to each other, no matter their origin and instrument mode, and (iii) deposit 
balances from savings and checking accounts kept in national or foreign credit 
entities.  
 
For the purposes of this article, said operations with their own resources are made up 
by the following types or modes: 
 
a) The balance of all owned and kept bond or securities investments, be they fixed-
rate, variable rate, or mixed.  
 
b) The value of commitments to buy or sale bonds or securities in the future 
acquired through installment operations or term contracts. 
 
c) Remaining balances from assigning bonds or securities by making security loan 
operations.  
 
d) Balances from debt instruments or securities or variable yield bond or securities 
emissions that have not been allocated when undersigning agreements to place all or 
part of an emission under a guaranteed mode, and  
 
e) Balances on commitment, operations or contractual commitments to be fulfilled 
in the future dealing with instruments or securities no matter which market they 
were traded or contracted on, nor with reference to the status by which they were 
acquire, that is, no matter the status by which the future buy or sale commitments 
are undertaken through forward or future operations or any other kind or type of 
future operational compliance.  
 
ARTICLE 16. ACCUMULATION OF RISKS AND CALCULATING THEM 
TO DETERMINE CONCENTRATION LIMITS. Exchange Seat Holders will 
determine and control in each daily closing of their operations the risk acquired and 
kept with an individual issuer or client and with issuers or clients related to each 
other, as follows:  
 
1. Accruing risks before an individual issuer or client. Risks acquired and kept 
with an issuer or client individually will be calculated by adding up the following 
elements:  
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a) The amount of long net positions in securities when they are positive (long 
positions minus short positions). 
 
When determining the net position over instruments or securities for a determined 
issuer or client, it will consider the value of the instruments or securities temporarily 
assigned by the Exchange Seat Holders by making sale operations with a repurchase 
clause, simultaneous operations, or any other kind of operation that at the moment of 
the initial sale sets a repurchase commitment, as the value of the instrument or 
securities assigned by making a temporary transfer of the securities.   
 
Exchange Seat Holders, when calculating the concentration limits to which they are 
subject as per this Regulation, will consider the value of the dealt instruments or 
securities investment according to their book value on record.  
 
Commitments to buy instruments or securities in the future, no matter the kind of 
future operation covering said commitment, will be calculated by the agreed value 
of the operation.  
 
b) The debt balances due from the corresponding issuer or client. These balances 
will be taken at to their net value on record. 
 
c) Deposit balances in banks kept with the corresponding individual issuer or client, 
as applicable. 
 
d) The balance of instruments or debt securities or variable rent securities that are 
not placed while developing agreements to place the total or a partial amount of an 
emission under the guaranteed mode. The risk of the exchange Seat Holder 
committed to place the total or a partial amount of an emission under the guaranteed 
mode will be its own risk, that is, the total value of the corresponding assumed 
commitment deducted by the amount of instruments or securities effectively placed 
and in the amount of instruments or securities on which a commitment by a third 
party has been signed or guaranteed by means of a formal agreement. 
 
The net risk, determined according to the aforementioned paragraph, will be 
weighed by applying to the same to the following percentages:  
 
· working day 0 -  0% 
· working day 1 -  0% 
· working day 2 -  10% 
· working day 3  - 25% 
· working day 4  - 50% 
· working day 5  - 75% 
· as from working day 6 - 100% 
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To this purposes, working day zero (0) will be the day the public auction notice is 
published by the corresponding issuer, when dealing with placing under the 
guaranteed mode. 
 
2. Adding the risks before a group of issuers or clients related to each other. 
Risks acquired and kept between them will be determined by adding the risks of the 
individual issuers or clients making up each group according to the procedure and 
calculation mode mentioned above.  
 
Paragraph 1. Exemptions to concentration limits. This article shall not apply the 
concentration limits to operations and investments made on emitted, guaranteed, or 
secured instruments by the National Government, as well as future commitments to 
buy or sell securities, whose underlying assets are represented by instruments or 
securities emitted, guaranteed, or secured by the National Government.     
 
Paragraph 2. Amount of Capital Accounts to be considered. For the purposes of 
the concentration limits dealt in this article, the amount of Capital Accounts to 
consider for a given month will be calculated for the penultimate calendar month 
before the respective month. 
 
In every case, the amount of Capital Accounts will be determined based on the 
monthly financial statements reported by the Exchange Seat Holders to the Panama 
Stock Exchange.  
 
Additionally, the Exchange Seat Holders shall dispose of a Capital Accounts level of 
no less than one percent (1%) of the insured cash amount since the day of the 
commitment until the day there is an unconditional obligation to acquire a 
determined securities amount at a determined price; in case the insured cash amount 
is not determined, the entity will make a reasonable estimation of it. 
   
ARTICLE 17. LIMITS TO INSTALLMENT OPERATIONS. 4.5% of the gross 
global position (summation of long and short positions) of installment operations 
will not exceed the value of the Capital Accounts of the Exchange Seat Holders. For 
the operation limit calculation, operations will calculated according to their 
compliance or liquidation value.  
 
ARTICLE 18. INFORMATION MEASUREMENT, MONITORING, AND 
DISCLOSURE. Exchange Seat Holders shall identify and quantify the 
concentration events they incur in, and shall keep their boards of directors 
permanently informed of said events indicating the cause of each concentration 
event as well as the volume of them related to the amount of Capital Accounts of the 
corresponding exchange Seat Holder.  
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To do that, adequate and effective follow up and monitoring systems should be 
established, as well as appropriate mechanisms to generate periodical and timely 
reports over risk concentration limits. 
 
ARTICLE 19. INFORMING THE PANAMA STOCK EXCHANGE. Every 
credit risk concentration event a Exchange Seat Holders incur in, according to this 
regulation, should be reported to the Panama Stock Exchange in the way, frequency, 
and terms this entity determines.  
 
ARTICLE 20. CONCENTRATION LIMIT EXCESS., If an Exchange Seat 
Holder exceeds the maximum limits resulting from the application of what is 
disposed herein while undergoing its normal operations, it shall report it to the 
Panama Stock Exchange in the way, frequency, and terms it determines. Said 
information must be accompanied by an adjustment plan to eliminate said excess 
event, which will be authorized by the Panama Stock Exchange.  
 
Transitory Paragraph. As of the implementation of these measurement rules of the 
concentration limits on credit risk, Exchange Seat Holders shall determine their 
concentration events and if they show excessive maximum concentration limits, they 
shall inform the Panama Stock Exchange within thirty (30) days at the latest, in the 
way it determines.  
 
The Exchange Seat Holders will have six (6) months as from the date of 
implementation of the calculation of the concentration limit referred to in this 
regulation to progressively decrease the observed excesses over the concentration 
limits.  
 
As a result, Exchange Seat Holders will not take additional positions regarding the 
issuer or client which exceed the concentration limit during said timeframe.  
 

 
 

CHAPTER SEVEN 
FINAL DISPOSITIONS 

 
ARTICLE 21. CONTROL AND INFORMATION. The dispositions included in 
this regulation are mandatory to the Exchange Seat Holders members of the Panama 
Stock Exchange and shall be observed by them at all times.  
 
Compliance of the solvency ratio will be controlled each day, for which the Panama 
Stock Exchange will establish, in a period no greater than three months after 
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publishing this regulation, the content of the information on the report, as well as the 
transmission procedure and forms or formats to be used to that effect.  
 
ARTICLE 22. MEASUREMENT AND MONITORING. Exchange Seat Holders 
must establish adequate and effective risk management and control systems to 
quantify credit, market, and liquidation/delivery risks mentioned in this regulation, 
to follow and monitor the solvency ratio, Capital Accounts levels and requirements, 
and to monitor and follow credit risk concentration events as well as monitor  
liquidity indexes.   
 
Likewise, they shall maintain appropriate mechanisms to generate and transmit 
periodical and timely reports on the composition and amount of Capital Accounts, 
exposure to credit, market, and liquidation/delivery risks, as well as for solvency 
ratio, the Capital Accounts levels and requirements, concentration limits and events, 
and liquidity index.  
 
All noncompliance Exchange Seat Holders incur in shall be reported to the Panama 
Stock Exchange in the way, frequency, and terms it determines, as established 
herewith. 
 
ARTICLE 23. REPORT AND DISCLOSURE REGULARITY. Exchange Seat 
Holders will submit a report with the information detailed herein to the Panama 
Stock Exchange within 10 days of the monthly closing:  
 

a) Solvency ratio percentage, capital accounts amount, and the liquidity index 
value registered on each working day of the corresponding month, calculating 
it as established on articles 3, 4, and 12 of this regulation.  

b) The number and amount of concentration events kept, including their total 
amount, and the percentages they represent of the Captial Accounts and the 
amount of their three (3) largest concentration registered during the 
corresponding month, by using calculating as established in article 13 of this 
regulation. 

 
The report shall be submitted via email or printed, and will be signed by the 
compliance officer of each exchange Seat Holder, who will be responsible of the 
veracity and timely delivery of this information.  
 
 
ARTICLE 24. DISCLOSURE IN FINANCIAL STATEMENTS  
Annual Financial Statements of Exchange Seat Holders shall include a note 
revealing the obligation Exchange Seat Holders have to comply with the capital 
adequacy requirements and its modalities. This note should also be included in the 
quarterly Financial Statements.  
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Without relieving Exchange Seat Holders from their obligation to complye with 
capital regulations at all times, Seat Holders should include the following 
information in their annual or quarterly Financial Statements: (i) the minimum and 
maximum solvency ratio values registered during the corresponding quarterly or 
annual reporting period, indicating the dates when such values were noted, as well 
as the solvency ratio when closing said annual or quarterly reporting period; (ii) the 
minimum and maximum registered Capital Accounts amounts during the 
corresponding quarterly or annual accounting period, indicating the dates when such 
values were noted, and the Capital Accounts value and composition when closing 
said annual or quarterly reporting period; (iii) the minimum and maximum 
registered liquidity ratio during the corresponding quarterly or annual reporting 
period, indicating the dates when such values were noted, as well as the liquidity 
ratio when closing said annual or quarterly reporting period; (iv) the number and 
amount of concentration events recorded, including their total amount and 
percentage represented in the Capital Accounts during the corresponding quarter or 
year, and (v) the amount their three (3) largest concentration event registered during 
the corresponding quarter or year. 
 
The attachments to the Financial Statement shall be disclosed to the public through 
communications media acceptable  to the Panama Stock Exchange, such as websites 
like the one for the Stock Exchange, and the one for the Exchange Seat Holder as 
long as these are open to public access. 
 
 
 
ARTICLE 25. NOMCOMPLIANCE OF SOLVENCY RATIO 
REGULATIONS  
 
The Exchange Seat Holder do not comply with the minimum solvency ratio shall not 
be able to continue realizing operations with their own resources  in the primary and 
secondary markets which cause an increase in open positions, except those that 
immediately cause a decrease of the corresponding Exchange Seat Holder´s credit, 
market or performance or delivery risks, since this the most immediate, expedited 
means available for them to reduce their capital consumption and therefore improve 
their solvency ratio level. This measure shall be immediate and automatic. 
 
ARTICLE 26.  TRANSITION RULES. The transition rules are established 
hereunder:  
 
Stage 1: As from December 1st, 2007, Exchange Seat Holders shall calculate and 
follow the Solvency Ratio as is defined on article 3 of this regulation, except when 
calculating the market risk exposure value. As such, the Solvency Ratio would be 
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the product of the Capital Accounts ratio between the assets weighted by credit risk 
level plus the liquidation delivery risk value multiplied by one hundred eights, 
which shall be at least 8%.  
  
Likewise, as from December 1st, 2007, Exchange Seat Holders shall measure their 
liquidity and structural expense ratio as defined in this Regulation.  
  
Stage 2: As from April 1st, 2008, Exchange Seat Holders shall calculate and follow 
the Solvency Ratio as is defined on article 3 of this regulation. Thereby, the 
Solvency Ratio shall be the product of the capital accounts  weighted by credit risk 
level plus one hundred eighths of the assets by market risk exposure, plus one 
hundred eighths of the liquidation delivery risk value, which shall be at least 8%.  
  
As from September 1st, 2008, Exchange Seat Holders shall measure their credit risk 
concentration limits as defined in this Regulation.  
 
ARTICLE 27.  COMING INTO FORCE. 
 
This regulation will come into force when published.  



 
 

 22

ATTACHMENT 1 
 

Market risk exposition value 
 
the Value at Risk VaR  methodology will be used to calculate the market risk,  
according to which one estimates the loss derived form an established position 
within a given period of time with a certain level of probability or confidence due to 
an adverse price change.   
 
To measure the market risk exposition, the exchange Seat Holder determines the 
effects changes in market conditions may have over the economic value of its net 
worth, so it is permanently measuring its exposure to risks deriving from 
fluctuations in:  
 

 Interest rates. 
 Exchange rates. 
 Share prices. 

 
The exchange Seat Holder measures the exposure of its securities trading portfolio 
operations to market risks using the model known as the STANDARD MODEL.  
 
STANDARD MODEL. 
 
The market risk of the securities trading portfolio is the aggregate value at risk of all 
position, obtained from valuing the risk in each individual position, depending of 
risk factors to which said positions are tied, and of the correlation between said risk 
factors.   
  
The VaR methodology is used to calculate the market risk, which estimates the loss 
a determined position may suffer on a given timeframe,  from 1 to 10 days, and with 
a certain level of probability or confidence of 95% due to an adverse change in 
prices.   
 
A risk factor is a market variable with particular characteristics which distinguishes 
it from others, whose variation generates a change in the market value of a financial 
instrument, this change being the risk value in the position, henceforward VaR.  
 
Risk factors to which a given position may be tied to could be: interest rates, 
exchange rates, and stock market indexes.  
 
To calculate the market risk, with a minimum of 100%, the maximum probable 
variations of the risk factors are applied.  
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Finally, to establish the total market risk of the exchange Seat Holder, the VaRs of 
the long and short positions are calculated, subtracting the VaRs of the long 
positions from the VaRs of the short positions only whenever these are referenced to 
the same risk factor. Once the net VaR is obtained for each risk factor, the 
aggregation method is applied to know the relationship between the risk factor and 
to obtain a global VaR, which represents the market risk of the exchange Seat 
Holder. This method is used in the exchange Seat Holder for:   
 
- fixed rent instruments. 
- rent instruments. 
- liquidity operations. 
- Repos. 
- overnights. 
- simultaneous. 
- Term transactions. 
- cash transactions compliance. 
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ATTACHMENT 2 
 

STRUCTURAL EXPENSES 
 

Definition. These are the costs that do not depend on the volume of activity of an 
exchange seat holder, but need to be covered for it to operate. These expenses are 
also known as fixed costs, for example: rent, advertising, financial expenses, etc.   
 
Variability risk for structural expense. It is the risk that the expense structure of 
an exchange seat holder will not support the variability tied to economic cycles or 
that it may be negatively affected by variations in external economic factors.  
 
Capital accounts requirements tied to activity level. Exchange Seat Holders shall 
dispose at all times, in order to cover all other derived risks of its activity level, 
capital accounts of no less than twenty five percent (25%) of the charged structural 
expenses to account for losses and earnings of the previous exercise.  
 
Exchange Seat Holders may adjust this amount, previous authorization from the 
Panama Stock Exchange, if its activities have substantially diminished regarding the 
previous exercise. Likewise, they shall adjust this amount if their activities are 
increasing sensibly regarding the previous exercise; the new calculation basis will be 
communicated to the Panama Stock Exchange, which may, within three months, 
modify the aforementioned calculation basis if it deemes it does not adjust to the 
norms in this Regulation. After the allotted time, if there is no objection, the new 
base will be understood as accepted.   
 
It will be assumed that the level of activity has substantially changed when the 
structural expenses have increased or diminished by over twenty five percent (25%), 
regarding the total expenses of the previous exercise, the latter calculated 
proportionally to the corresponding period of time passed in the current exercise. 
 
When the entity has not completed an exercise, the structural expenses foreseen in 
its business plan will be considered.  
 


