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PREFACE 

Stock exchanges have been the most powerful self-regulatory organ-

izations in securities markets. Demutualization is a legal term in which a 

stock exchange changes its operational structure from a nonprofit organ-

ization to a public company. Each country has its regulations and proce-

dures in handling the legal issues relating to demutualization. This book 

examines current legal issues arising from the demutualization and pri-

vatization of the Borsa Istanbul while comparing the Turkish and U.S. 

approaches to demutualization. 

Since the enactment of the 2012 Capital Market Act in Turkey, the 

Borsa Istanbul has yet to enact potential benefits of demutualization by 

becoming a self-listed company. This book proposes several mechanisms 

to alleviate conflicts of interest between the regulatory functions and 

commercial interests of the demutualized exchange. The experience of 

the U.S. stock exchanges inspires the safeguards in this book. The pro-

posed safeguards are ownership limitation, appointing independent direc-

tors, establishing an independent regulatory arm of the exchange, and 

adopting a public disclosure regime for a self-listing approach. Most parts 

of the book were submitted in partial fulfillment of the requirements for 

the degree of Doctor of Juridical Science, Case Western Reserve Univer-

sity School of Law. The Ph.D. dissertation was supervised by both Pro-

fessor Erik M. Jensen (Coleman P. Burke Professor Emeritus of Law) and 

Professor Robert N. Rapp (Visiting Assistant Professor).  

DEDICATION 

My book is dedicated to two of my favorite people I miss a lot. 

First, I promised my grandmother Nezaket Tatar that I was going to 

graduate from the law school I attended in the U.S. as soon as possible. 

However, I did not finish my Ph.D. before she had passed away on Mar 

15, 2019. My beloved Nezaket was not only a lovely and caring grand-

mother but also my best friend. Once upon a time, she told me she 
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disliked America. I was surprised by her statement since she had never 

been to the U.S. When I asked her the reason she did not like the whole 

of America, she told me that my U.S. journey was the reason we could 

not see each other for a long time. She was undoubtedly right.  

Second, I lost my cousin Canbert Tatar who was an infantry lieutenant 

in the Turkish Land Force on May 27, 2018. Canbert sacrificed his life to 

protect the Turkish nation. I will always remember his kindness, person-

ality, and smiling face. I wish I could have spent more time with him.  
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who encouraged me to do my S.J.D. in the U.S. I am thrilled to be able to 

reconnect with my mom, dad, and Sertac in person.  

Third, I am deeply indebted to the dean of Ankara Yildirim Beyazit 

University School of Law, Professor Hayri Bozgeyik since he encouraged 

me to publish this book by updating my Ph.D. dissertation while mento-

ring me to specialize in interdisciplinary legal topics without fear and 



V 

anxiety. I feel privileged for having had the opportunity to work with him 

while learning a lot from him.  

Finally, I'd like to give special thanks to Oguzhan Oruc who is the 

owner of Filiz Kitapevi. Although we have met for a short time, I feel like 

I have known for years. He is kind, smart, and supportive indeed. In ad-

dition, Filiz Kitapevi is  my favorite bookstore where I used to go as a 

law school student while collecting tremendous memories in Istanbul.  I 

am honored to publish my first book from Filiz Kitabevi, which is being 

part of where I  deeply belong to.  





Table of Contents 

PREFACE ..........................................................................................................III 

DEDICATION ...................................................................................................III 

ACKNOWLEDGEMENTS ..............................................................................IV 

1. INTRODUCTION: A REVIEW OF THE TURKISH EXPERIENCE ........... 1 

1.1 Statement of the Problem .......................................................................... 2 

1.1.1 Lessons from Role Model Countries’ Experience .......................... 3 

1.1.2 Demutualization of the Stock Exchange in Turkey ........................ 7 

1.2 Purposes of the Book ................................................................................ 14 

1.3 Significance of the Research .................................................................... 15 

1.4 Research Questions ................................................................................... 16 

1.5 Methodology .............................................................................................. 17 

1.6 Recommendations ..................................................................................... 17 

1.7 Roadmap ................................................................................................... 19 

1.8 Conclusion ................................................................................................. 20 

2. CHAPTER TWO: BACKGROUND AND LITERATURE REVIEW ............ 21 

2.1 Background ............................................................................................... 21 

2.1.1 Historical Developments of Stock Exchanges as SROs ..................... 22 

2.1.2 Fundamental Roles of Stock Exchanges ............................................ 23 

2.1.3 Main Motivations for Demutualization of Stock Exchanges ............. 26 

2.1.4 Demutualization Trend for Stock Exchanges ..................................... 28 

2.1.5 Benefits of Demutualization .............................................................. 29 

2.1.6 Regulatory Perspective of Demutualization in Stock Exchanges ...... 30 

2.2 Review of the Literature on Demutualization of Stock Exchanges .....  33 

2.2.1 The Administrative Agencies’ Solutions ........................................... 34 

2.2.2 Stock Exchanges’ Corporate Governance Solutions: Establishing a 

“Separate Subsidiary of the Exchange Operator” ............................. 37 

2.3 Conclusion ................................................................................................. 38 

3. CHAPTER THREE: AN OVERVIEW OF THE U.S. EXPERIENCE ......... 39 

3.1 Introduction .............................................................................................. 39 



VIII 

3.2 The Experience of the Sros in the U.S. Securities Industry from the mid 

1850s to the 1990s: The Evolution of the Structure of the Stock Ex-

changes ....................................................................................................... 42 

3.2.1 Does the Self-Regulatory Regime Benefit the U.S. Securities 

Industry? ............................................................................................ 42 

3.2.2 Developments of Stock Exchanges Before Enactment of the 

Securities Exchange Act of 1934 ...................................................... 45 

3.2.3 The Impacts of the Securities Exchange Act of 1934 ........................ 49 

3.2.4 Sectoral Developments Before Enactment of the Securities Acts 

Amendments of 1975 ........................................................................ 52 

3.2.5 A Short Review of the Securities Acts Amendments of 1975 ........... 54 

3.2.6 Reorganization of the NASD in 1996 ................................................ 59 

3.3 Developments in the U.S. Securities Markets from the mid-1990s to the 

Present: A Brief Analysis of Demutualization of the U.S. Stock Ex-

changes ...................................................................................................... 60 

3.3.1 Motivations of the Stock Exchanges in the Pre-Demutualization Era 61 

3.3.2 A Short Review of the Regulation ATS ............................................. 64 

3.3.3 Reorganization of the NYSE in 2003................................................. 66 

3.3.4 Regulatory Intervention in SROs: The Perspective of the SEC in De-

mutualizing Stock Exchanges ........................................................... 69 

3.3.5 Demutualization of the NYSE ........................................................... 78 

3.3.6 Merger Movement in Publicly Traded Stock Exchanges ................... 81 

3.4 Conclusion ................................................................................................. 82 

4. CHAPTER FOUR: THE DEMUTUALIZED BORSA ISTANBUL .............. 84 

4.1 History of the Istanbul Stock Exchange from the Late Nineteenth Cen-

tury to the Beginning of the Twenty-First Century ............................... 85 

4.2 Impacts of the 1909 Securities and Currency Exchanges Act ............... 89 

4.3 Developments in the Stock Exchange in the Republic of Turkey from the 

1920s to 1930s ............................................................................................ 91 

4.4 Enactment of the Act of Securities and Currency Exchange in 1929 ... 92 

4.5 Sectoral Developments from the 1930s to 1980s .................................... 95 

4.6 Enactment of the First Modern Turkish Capital Market Act in 1981 . 96 

4.7 Sectoral Developments during the 1990s in Turkey .............................. 98 

4.8 Regulatory Developments of the Istanbul Stock Exchange From the 

Early 2000s to 2012 .................................................................................100 

4.9 Review of the Demutualization of the Istanbul Stock Exchange ........101 

4.9.1 Demutualization ...............................................................................102 

4.9.2 Domestic Mergers ............................................................................103 

4.9.3 Establishment of the Istanbul International Finance Center ............104 



IX 

4.9.4 The Legal Developments in 2014 ....................................................104 

4.10 Legal Issues Arising From Demutualization of the Borsa Istanbul..105 

4.10.1 Legal Status of the Borsa Istanbul ...............................................105 

4.10.2 Ownership of the Borsa Istanbul .................................................107 

4.10.3 Allocation of the Regulatory Power ............................................108 

4.10.4 Potential Conflicts of interest ......................................................109 

4.10.5 Management of the Borsa Istanbul ..............................................112 

4.11 Conclusion .............................................................................................115 

5. CHAPTER FIVE: RECOMMENDATIONS ................................................117 

5.1 Establishment of an Independent Regulatory Unit of the Borsa 

Istanbul ...................................................................................................117 

5.2 Limitation of Ownership of the Borsa Istanbul ...................................119 

5.3 Clarification of the Legal Status of Borsa Istanbul .............................119 

5.4 Proposed Safeguards for Potential Conflicts of Interest .....................120 

5.4.1 Proposed Safeguard for the Members of the Borsa Istanbul ............121 

5.4.2 A Proposed Safeguard for Market Operations of the Borsa 

Istanbul.............................................................................................121 

5.4.3 A Proposed Safeguard for Listed Issuers of the Borsa Istanbul .......122 

5.4.4 A Proposed Safeguard for Shareholders of the Borsa Istanbul ........122 

5.5 Three Proposed Rules for Corporate Governance of the Borsa 

Istanbul ....................................................................................................122 

5.5.1 Appointment of Independent Directors ............................................123 

5.5.2 Establishment of the Committees of the Borsa Istanbul ..................124 

5.5.3 Imposing Higher Public Disclosure Requirements ..........................125 

5.6 Conclusion ....................................................................................................125 

6. CONCLUSION..............................................................................................127

BIBLIOGRAPHY .............................................................................................133 




