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Introduction

The current global financial crisis otherwise known as
the global financial or economic melidown started
around 2007 bt became pbvious especially in the
United States of America during the second hall of
2008, Since then, it has spread globally like a wild fire
and its npple elfects are being felt throughout the
world. Indeed, since the inception of the melidown,
leaders and the peoples of varous countries
throvghout the world have been jiitery and rathes
paniclky, for fear of what the crisis portends. Many are
already reaping the whirlwind.

Apart from strategies fashioned out and adopted by
individual countries, the G20 countries met in late
2009 to discuss and agree on strategies for limiting the
potential damage thar could anse as a result of the
crisis and to curdail its adverse consequences.

Ostensibly, the ripple effects of the global financial
crises seem to have had a drimatic negative effect on
the Nigerian stock market. Although it has been
arpued that i Nigeria, “the (economic) meltdown
hegan much earher than the 2007 global referénce
date™ and that it started wath the failure of several
Migenan banks m the mild-1990s", there is no doubt
thar the global sconomic recession which orginated
in the Unied States has further exacerbated the
Nigenan situation (Osuze, 2009:24).

By definition, an economic meltdown is a
generalised recession which has severe implications
for various sectors and sub-systems of the economy.
One such sub-system is the stock market. The general
theory of market behaviour suggests that no matter
the type of market, whether commaodity, labour,
money or stock market, operators are likely to react in
ways which will match the dramatic nature of {he
crisis. A key operator in the stock market is the
shareholder or investor.

Agmnst the background skeiched above, the purpose
of this paper 15 to determine shareholders’ responsz 1o
the current crisis in the Nigetian Stock Exchanpe
market. Specifically, we sought to determine:

(1) Shareholders' awareness/knowledge of the
recent changes which have oceurred i the
Migerian Stock market;

Shareholders' behaviowr regarding  the
constant monioring of the marke!;

Sharcholders’ perceptions of the stock
markel m view of the current cnisis,
Shareholders’ response to the stock mark.
crisis in terms of acquining more shares or
disposing of share investments; and
Shareholders' intended future mvestment
behaviour in view of the current crisis
Our vestigation was restricted to the aspects of
mvestment behaviour referred to above,

(i)
(i)

fiv)

v)
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The justification of this study is not far-feiched at all
Singe the popularisation of the notion of the
importance of the financial system 1o economic
growtlt by Mckinnon (1973) and Shaw (1973), the
significance of the financial market, “including the
stock market which is the hub of the capital market™
has hecome widely acknowledged (Tella, 2009).
Consequently, studies of mvestment bebaviourin the
stock market are considered worthwhile and indeed
significant. In the words of Shiller, Kon-Ya and
Taasu { 19491),

much can be learned aboul investor
behaviour by tabulating responses (o
questions aboul expectations and reasons
for investment behaviour. Daing this can
yield direet evidence about investor
behaviour, and its possible relation 1o
investing patterns and price movements.

It is, therefore, expected that the results of this study
will indicate how the Migerian stock market 15 likely
to fare m the near future and suggest measures for
ensuring thie continued viability and sustainability of
the market.

Liternture Review

In reviewing the relevant literature, this section shall
focuy on the nature of the global financial cnisis, the
Migerian stock market crisis, and shareholders
investment behaviour,

The Global Financial Crisis

The global financial crisis, otherwise known as the
alobal economic meltdown 15 a werld-wide financial
and business situation that is characterised by sudden,
sustained and alarming credit squeeze, umbling stock
market prices, shrinking demand, substantial job
losses and rising prices and interest rates. In A
nutshell, it 15 a global economic depression of
monumental proportions, an  economic isunami.
Osaze (2009) defines il as “the confinuous and
dramatic drop in all economic indices over arelatively
short peried of time leading to corporate failures.
cspecially failures of financial insnutions which
provide the lubricants that woil the economy,
unemployment and general recession.”

In a general sense, the crisis has been attnibuted te the
alleged “fundamental defect of the free market system
regarding its capacity to distinguish between
‘enterprise’ and 'speculation’ and hence its tendency o

become dominated by speculators, mterested, not in
the lang-term yield assets but only i the short-term
appreciation in asset values” (Patnaik, 2008). While
the crisis is penerally acknowledged to have
originated in the United States of America, other
countries have quickly “imported it”, The situation in
cach country seems to have been moderated and 1n
some cases accentuated by factors that are ternal
and peculiar to each.

According to Osaze (2009), in the case of Nigeria,
the additional causes include:

« failure of CAMELS — Capital Adeguacy, Asset
Quality, Management Quality Farnings
Quality. Liquidity and Sensitivity 1o Market
Risk;

» recapitalised banks too big for mvestment
opportunilies;

« stock market bubble not driven by any
fundamentals whatsoever,

« stock market trades driven by emotion:

« high concentration of banks in the stock market
—over 60% of values;

» near-total collapse of growth-inducing
infrastructure; and

« insufficient investment in hard core production
and manufacturing.

As is to be expected, operators in the stock market
react to these developments i various ways. This is
the subject of this enguiry.

The Nigerian Stock Market Crisis

There is no doubt that stock markets all over the
world are somewhat interrelated in that
developments especially in major markets
throughout the world ofien have implications fof, and
often reverberates i, others. For example, we may
wonder whether shocks in European and Amencan
stock markets have not impacted on the Nigerian
Stock Market. This is the issuc of contagion relations
and impacts.

While Tella (2009:104) defines contagion issues as
being “concerned with the transmission of financial
varrable movements from one country to another”,
Dombusch 2nd Claessens (2000) are of the view that
it is best defined as a significant increasy in Cross-
market linkages afier a shock to an individual country
or a group of countries. According 1o Tella
(2049104}, “the increasing global integration in the
financial market, including the capital market, is




praviding some ground for (he suspicion that stock
markets i botl developed and developing countries
influence each other n both positive and negative
ways” In summarising the various channels of impact
af the current world financial crisis on developing.
countries, te Velde (2008) listed the following trade
andd trade prices, remittances, foreign direct and
equity investments, commercial lending, Awde and
other flows

Using Dow Jones in the United States, Tella (2009)
generated empirical data 10 test the hmpact of the
current world financial cnisis on the Migenan stock
market through contagion. He found that “there can
e co-movement between the Nigerian stock market
and the Dow Jones of the United States™ and
coneludes that the Nigenan stock market is therefore
not wetally ummune to the vagaries of the world
financial crisis, I is his tentative view that the
contagion ocourred through equity investments and
commercial lending.

The eflect of the global Gnancial meltdown on the
Nigerian stock market lias been a reduction of the
market capitalisation from over N10.18 trillion to
5.2 willion and a market index from 57,990 points (o
22,000 points by October 2009 and flight of foreign
portfolio mvestment; stocks and shares were no
lenger collaterisable (Osaze, 2009:26-27). It also
affectad the entire economy and individual
companies, irrespective of their hnes of business,
negatively, By April 2010, the total market
capitalisation and market index had mcreased to N6.2
nillion and 25,700 points respectively. Howewver,
although we can imagine how individuals have
responded i terms of their stock holdings and
investrnent behaviour that is at the mere level of
specultation. We do not know of any empirical study of
the phenomenon.

Sharcholders’ luvestment Behaviour

By investment behaviour we mean the decisions and
actions of existing and potential investors in shares n
relation to buying. holding or selling shares and the
attitudes that inform or shape such decisions and
getions. It includes the formulaton of investment
objectives, information search, auitude formation,
purchase intentions and intention to sell or not to sell.
Others are chmee of investment portfolio, post-
purchase and post-sale feelings, evaluations,
decisions and actions. The followng questions relate
to various aspects of investor behaviour and so will
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assist us inrealising its full gamot;

{11 What arethe investor's maotives for buying
shares or for selling his or her shares? In
other words, whal are his/her motives T
brying or selling?

Kil What factors influence histher decision 1o
ifvest or nol 10 invest in certain shares?
What criteria shape histher decisions”

(iii} To what extem does he or she search for
information to guide his/her investment
decisions?

{iv) How does hefshe form or change his/her
attitudes lowards a specific company s
shares?

{v) How does he/she actualise the purchase/saic!
Does hefshe utilise the services of
stockbrokers?

(vi} To what extent do shareholders diversily
their share holdings?

(wit) How do investors generally redct in the
short i and in the Jonz run 1o sudden
shocks in the market”

{viii) To what extent are shareholders confident
and satisfied with their nvestment
decisions during periods of stability and
when the market is volatle?

We shall explore only some of these issues very
briefly,

Investors imvest i shares “in order o acquire a claim
to a portion of the business's profits” (Scott, 2005°5)

Investors in ordimary shares can profit in two ways.
through receipt of dividends and capital gains arsing
from the uppreciation of the market value of the
shares pver time. Related is the myvestor's motive for
buying shares, some investors adopt the buy and hold
strategy which is based on the view that in the long
run, financial markets give a good rate of return
despite periods of volatility or dechine. “This
viewpaint also holds that short term market tnung.
i.e. the concept that one can enter the market on the
lows and sell on the highs, does not work for small, o
unsophisticated, investors so it is better to simply buy
and hold (Wikipedia, 2010:1),

The proponents of the buy and hold strategy hunge
therr arguments on 1wo main points. The firstis based
on the efficient marker hypothesis which holds that
“if every security 15 fairly valued at all times, then
there is really no point 1o wade” (Wikipedia, 20107
The other is that the strategy involves the fewest
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number of transactions. all other things being equal,

The antithesss of the buy and hold strategy is the
speculative strategy of buying when stock prices are
lovw, naat 1 hold but 1o sell when prices ave high. By so
doing, the speculator stands a chance of making more
priolits

Chy this seored Tella, 2009 110) contends that:

Before the liberalization and dynamic
activities in the stock market, most
participants in the stock market were very
conservative. The attitude of the average
Nigerian shareholder was to buy and hold,
even when it was obvious that the company
could go bankrupt. This attitude might not
have changed dramatically but the levels of
trading on the markels in recent time indicate
that most people have become more
informed,

When should an ipvestor buy and when should he/she
sell? It has been suggested that whereas it is generally
a mistake o invest a large sum all at one time, most
nveslory are enthusiaste (o invest in common siocks
when they read or hear that such siocks have
repeatedly surned large profits (Scow, 2005), Scot
(200057 also warns against selling large amounts of
sharesat a fime.

In'acomparative study-of the speculative behaviourin
iha American and Japanese stock markets, Shiller st al
(1991 yeamie to the conclision that there may be some
nertin the traditional notion of a speculative bubhle
orbull market as a time when investors are becoming
relutively encouraged to invest in stocks, hoping to get
out before the bull market 15 over, or of a negative
bubble or bear market az a time when investors are
becoming relatively discouraged from investing in
siocks, hoping o get inatler the bear market is over,
ey concluded that “the simple stories of these bull
maret or bear murket investors has [SIC] only to be
madilied by speaifying thal what changes from time
o time is the proportion of investors in the two
cateporics, not the attitude of all investors™ (p. 81

Sharcholders and potential shareholders need
information about stock market fundamentals, that is,
aboul the econoimy, the industry and the companies in
wlich they have investments or wish to invest. They
also rely on information about the stock market.

Information abour these factors may be obtained
from sources as diverse as newspapers. financial
digests, publications of the Central Bank of Nigena,
business surveys, trade sources, Nigerian stock
Exchange Factbook, tade publications, company
prospectus and on-line sowrces. Friends, relations,
acquumiances and stockbrokers may also serve as
information sources,

The mvestment bebaviour of investors i shares is 4
function of their perceptions of the overall nskmess
of mvestment i such secunities as well as the
perceived riskiness of each company's shares. The
risk of investing in shares is dircatly related (o the
uncertainty associated with the returns {Scote. 2005
142), in terms of both the variability and timing. The
causes of the nsks of loss include unexpected
inflation, rising interest rates, unfavourable business
environment, company's ndebtedness. market
Muetsations and infrequent trading (Scott, 2003).

Cne major way in which investors in secunities are
advised to reduce the nisk of owning ordinary shares
is by diversifving their portfolios such that they
comprige stocks which have a diversity ol investment
characterisiics. According io Scott (2005 163),

Mot only do you not want all your eges in
one basket, you want to make certain that
the baskets are in different locations (in
ather words, that the stocks are in different
igeatipns) in the evenr that some
unfortunate and unexpected event affeels
onebagketofthe eggs...

Your poal ghould be to congtrct a portfalio
that is cemprised of stecks that are
influenced by different stocks that are
influenced by different events and
influenced differently by anyoneevent

Scott (2005) posits further that, for the same reason,
"many invesimen! professionsls recommend that
individuais {should) have from 10 1o 20 percent of
their portfolio invested In foreign securities ™

There is ne doubt that, as in other markets, investor
behaviour 15 or should be information driven, that is,
puided by information about the market, the business
enviromment and mvestiment brokers. The view of
Karen Handel (2006} is that “evervone recognises
that investors need 1o knew cedam key facls and




concepts, but it is important that they leam the
behaviaral process of investing — such as checking the
background of a stockbroker or investment
advisor..”. In & major study by Securities Investor
Protection Corporation (SIPC)Investor Pratection
Trust {IPT) on key investor knowledge and behaviour
mn the U8, more than four out every five of active
investors (83 percent) failed a test of key knowledge
and behaviour (Handel, 2006: 1), The study also
found that only 58 percent of the responding investors
said they had ever read a prospectus while 77 percent
claimed to have a financial plan of some sort in place
while 28 percent predicted that bonds will move in the
wrong direction,

In another study. Dreman, Jonson, MacGregor and
Qlovie (2001) investigated whether investor
sentiment and confidence had undergone a significant
and negative change and whether investors would
subsequently flee stocks in favour of less volatile
mvestment options. This was after steep declines in
the walue of publicly traded stocks in the first quarter
af 2001 inthe 1S, Surpnsingly, the results revealed
a high level of investor confidence. A similar study
had been conducted into investor behaviour in the
October 1987 stock market crash in the U.S. The
resulis showed that investaors' importance rating of
news appeaning over the preceding week showed only
a slight relation to decisions to buy or sell, that many
investars thought that they could predict the market,
that both buyers und sellers generally thought before
the crash that the market was overvalugd and that
many investors were influenced by technical analysis
considerations. Other. findings were that most
investors interpreted the crash as due to the
psychology of other investors and that some investors
changed therr investment strategy before the crash.

Une conclusion that can be drawn from the foregoing
review of the relevant literature is that contagion is
real. Also, the capital market is complex, flux-filled
and risky bul potentially profitable to the mitiated.
Investors and potential investars in the market need
some baste knowledze on how o invest, In addition,
they need o be sensitive to developments in the
business waorld which are capable of affecting thewr
securities. They also need to be gmded by
stockbrokers and other finuncial advisors. Yet it
woitld seern that most mvestors are casual in their
approach to lnvesting in the stock market thus
exposing their investments to avoidable nsks.
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Methodology

In wiew of the descriptive, ex-pust facto nature of the
study, we adopted a survey/descriptive design. The
popilation was defined as the entire adult population
of the catchment area of the University of Benn,
Nigeria: Thisis defined as those states from which the
University draws i1s Master of Business
Administration {MBA) students.

MBA students of the University of Benin where one
of the authors teaches Research Methodology, among
other courses, served as the research assistants. Each
of the three hundred and fifty MBA 11 studenis was
required as part of the research methodology course
to administer the questionnaire utihised in generating
the data for the swdy on ten adult respondents. The
respondents were to be chosen by the student/
rescarch assistant from his/her town of residence and
possibly from the organisation for which hefshe
worked, The research assistants were allowed thirty
days within which 1o réturn the completed
questionnaires. No further guidelines or restrictions
were imposed. Thus, the sampling method adopied
best approximates quota/convenience sampling.

The questionnaire proper consisted of three sections.
The first section focused on the demographic datn of
the respondents. 1t sought information about the
gender, age, marilal status, education, profession and
occupation of the respondent a well as his‘her status
and experience as & shareholder. Questions in the
second section focused om the respondent's
perceptions and beliefs sbout the MNigerian stock
market. They also sought information about his/her
investment strategy as far as buying and selling
shares are concemned, his/her reactions to the recent
and en-going changes in the stock market, his/her
confidence in the market, and his’her behavioural
mtentions regarding future shareholding.

Using the method outlined above, a total of 2117
questicninaires were retrieved out of which 2296 were
usable. The composition of the sample in terms of
sex, education, qualifications, age, discipling/
profession and occupation is contained in Appendix
1. It shows that 68.6% of the sample was males while
62.8% were mamed. The majority (70%) of the
respondents were between 30 and 50 yews of age and
over 87% had the Higher National Diploma or
bachelor's degree as their minimum education
gualification. The distribution of the respondents in
terms of disciplinary background/profession shows
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that the sample was dominated by management
sciences (29.1%), s=soctal sciences (24.7%),
engineermg and sciences (21.7%) and education
(#.1%). Finally, in terms of ocoupation the sample
consisted of private sector employees (42.2%),
civil/public servants (40.7%) and other accupations
(F7.1%Y.

Bemg a descriptive study, the major analytical waols
emploved were frequency distributions and simple
averages which were achieved by means of the
Statistical Package for the Social Sciences (SPSS).

Results

The research findings are presented in the following
order: shareholders' general investment statws and
behaviar prioe to the advent of the finanecial crisis.
their awareness'knowledge of the recent changes in
the Nigerian stock market, their behavior regarding
the monitoring of the stock market, and their
perception of the stock market in view of the current
crisis. The other aspects of the results are
shareholders' response to the stock market cnisis in
terms of acquiring more shares or disposing of their
share investments and their intended future
investiment hehaviours and strategies,

Shareholders’ Pre-Financial Crisis Investment
Status and Behaviour

Under this heading, we sought 1o know whether the
respondents owned shares of any publicly quoted
companies prior to the advent of the current global

financial erisis and if so for how long they had been
sharcholders. They were also asked whether they
utilised the services of stockbrokers i the
acquisition/sale of their shares. Finally, they were
asked about their investment strategy 0 lerms of
whether they generally “buy and hold™ or “buy and
sell™ The results of these enquines are displayed in
Table 1,

Approximately eight eut of every ten respondents
(78.3%) indicated that they owned shares i one
company or the other while about two out every ten
respondents (that is 21.7%) said they owned no
shares. Of the 1785 respondents who indicated the
number of years for which they bad owned shares,
60.9% had been shareholders for five years or less,
29,30 had been for between six and ten years (both
inclusive) while only 9.8% had been for over ten
vedars.

With respect to the use of the services ol stockbrokers
a4 financial intermediaries in buying/sclling their
shares, shareholders were asked whether they
patromised stockbrokers. Approximately six out of
every ten shareholders (61.9%) said they did while
nearly four oul of every ten (38, 1%4) said they did not.
Finally, an overwhelming majority (74.2%) of the
shareholders claimed that they adopted the "oy and
hold' stratezy while 23.1% adopted the opposite
strategy of ‘buy and sell'. Those who claimed 10 apply
both strategies, perhaps with respect to different
shares or at different times, constituted 7.7% of the
sample.

Table 1: Investment Status of Respondents before the Global Financial Crisis

VARIBLES LAREL FREQUENCY PERCENTAGE
Are Youa Yos [ 798 TH. 3%
Sharcholder? No 49% 217%
Tatal 2106 1080.0%,
Years of | to 5 years 87 60.9%%
ZXpericnCe 43 & 1o L0 vears 523 20.3%
Sharcholde Abowve 10 years 175 0.8%
Total 1785 L0040
Buy shaies Yes 1113 G1.9%%
through a Mo o83 38. 1%
Stockbroke? Total 1798 100.0%
Foimdd of Buy and Hotd 1334 4. 2%
Shareholder Buy and Sell 413 23.1%
Both 49 2. 1%
Tazal 1798 100.0%

Louree: 4 u,-‘frum"l,lfh'hfwm'ﬁ:, 2610
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Investors' Awareness/Knowledge of Recent
Changes in the Nigerian Stock Market

To ascertain respondents’ awareness/
knowledge of the general developments in the
Migerian stock market since it crashed, respondents
were asked 1o desenibe the market in tenms of stability
or fluctuation in market steck prices and value of
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shares listed on the stock exchange, The responses
shew that 84.0% and 84.5% answered correctly that
'prices have generally crashed' and that "the marleet
values of shares have been decreasmg’ respectively.
This is very strong indication that the public 1s quite

knowledgeable ofthe developments in the markets

Table 2: Shareholders' Awareness/Knowledge of Developments in the Stoek Market

LABEL FREQUENCY PERCENTAGE
Prices generally crashed 1928 B4.0%
Prices generally stable 126 5.5%
Prices generally skyrocketed 74 3.4%
Not sure 164 T 1%
Total 2296 100.0%
Markel value generally decreasing 1941 84.5%
Market value generally stable 105 5.5%
Mirket value penerally increasing 76 3.3%
Mot sure 173 76%
‘Tatal 2296 100.0%

Sosrce: Authors’ fieldwork, 2040

Stock Market Moniloring by Sharcholders Market
monitoring by shareholders is imperative as it
proevides signposts to guide their decisions regarding
which stocks to buy and which to sell and when.
Fespondents were, therefore. contronted with
questions in this regard Were they monitoring the
Nigerian stock market prior to the meltdown? Slightly
less than four in ten respondents (37.9%) said they did
regularly; 36.6% said they did sometimes while
25.5% said they rarely did or did not monitor the
market at all. Newspapers were the major media
(67.6%) from which respondents sourced and

obtained information about the market. Others were
television (22.7%) and interactions with
stockbrokers {12.4%). For details, please see Table 1.

Finally, on market monitoring, we asked the
respondents about the ease or difficulty of
understanding and interpreting stock market
information. Most of the respondents claimed tha
stock market information is “easy 0 understand”
(62.5%) or “very easy to understand™ (15.9%). Oniy
20.1% of the respondents said they were difficult or
very difficult to understand.
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Table 3: Shareholders' Behaviour Regarding 'Buy and Hold'
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and Monitoring of the Stock Market
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VARIBLES LABEL FREQUENCY PERCENTAGE
Kind of Sharchalder Buy and Hold 1334 T74.2%
Buy and Sell 415 23.1%
Bath 49 2.
Tatal 1798 TS
Frequency of Mot atall 203 B.8%
munitoring share Rarely 384 16:7%
prices i the market Sometimes 840 36.6%
Regularly 60 17.9%
Total 2296 100%
Media patromzed for | Television 522 227%
monitoring share Satellite 141 6.1%
prices Newspaper 1553 67.6%
Interaction with siockbrokers 285 12.4%
Interction with friends/family member 218 9.5
Others (Intermet, banker marketers, etc) 106 4.6%
Total 100 %
Complexity of Stock | Very easy to understand 3ns 15.9%
Market Information Easy to understand 1438 62.5%
published in media Difficult to understand 403 17.6%
Very difficult to understand 38 2.5%
Mo Response 35 1.5%
Total 2196 L00%

Sowrce: Authors' fieldwork, 2010

Shareholders’ Current Perception of the Stock
Market

Given the dramatic changes in the stock
market situation since the onset of the current global
financial meltdown, what is the public perception of
the market? How do investars and shareholders see
the market” Responses to these questions showed that
shghtly over four out of every ten respondents
(43.2%) saw mvesting in the stock market now as
“highly risky™ while about three in ten (31 4%) saw i1
as "moderately risky”. Nearly two out of ten (18.2%)
saw 11 “slightly nsky™ while only a neglipible 6.2%
believed that it is oot nisky atall”

Nearly a third (32.8%) of the respondents perceived
the market as profitable (25.2%) or very profitable
(7.6%). About the same proportion of the
respondents (31.7%) believed that it was
unprofitable (20.6%) or very unprofitable (11.7%). It
1s noteworthy that 35.5% were not sure whether the
market was profitable ornot.

Finally, sbout 36% of the respondents were not sure
whether or not stock prices would stabilize, fall or
rise in both the short- and long-runs while nearly 35%
believed thar the prices would stabilize in both the
shori- and long-runs. Others believed thit stock
prices: would decline further. For dewmils of
sharcholders' perceptions, see Table 4




Table 4: Sharcholders' Perceptions of the Stock Market in the
Aftermath of the Global Financial Meltdown

Pl Gttt Fheanel il Crisis wned the Nisepiion Stook Moker Crivivs Shenpdeoddess! foxgonse

VARIBLES LARBEL FREQUENCY PERCENTAGE
Parception of the level Highly nsky 3412 i3
al visk ivalved in the Moderutely tiaky 721 31 A%
Siock Market ol this Slightly risky 419 LR 2%
tirng Mot nsky atall 142 G2
Mo Hesponse 22 1.0%
Tatal 2394 T00%s
Pereeption of the Vory prohiable 174 i
arefitabiline of Profible 578 25.2%
Tveating o shires Unprotitalile 459 20.40%5
T Yery Linprofitable 26% 1.7
Mot s Bl 5%
Total 2196 (1T
Olutlook of the Further decling instock preees 240 1H1.5%
Migerian Stock market Further increase in stock prices 417 1R.2%
i the aext 24 mmiths Stibilily i sfuck prices TS0 3.7
Mot e B30 it
Mo Risponse " 0.5%
Tatal 2206 R
Crullook of the Further dechne i stock-prices 194 8.5%
Migeran Stock Further incroase m stock prices il 26.3%
miarket in tha long sun Srabilite i stock prices By 35, T%
Mot sure 627 I8.0%
Mo esponse 20 0.4%
Tatal 229% 110"

Savitves Authors freldwork, 2000

As woway of zauging their perceptions of the
stock market, respondents were also requested to rank
some -of the possible major sources of risk in the
market, The results showed that frandilent acts on the
part of stockbrokers were perceived as the most nisky
source, [olloweid by poor corporate governance on the

part of quoted companies and possible insolvency of
the company invested in (Table 3). 1t is again
noteworthy that, on the average, about 26% of the
respandents did not answer this guestion. a passible
indication that 1hey fell unable o evaluate the
different sources of nisk..

Table 5: Perceived Sources of Risk of Investing in the Nigerian Stock Markel

PFERCEIVER SOURCS NOPERCENT QF RANK RANK
OF RISK RLSPONDENTS INDEX

Fraudilent mots sn the gl ot LaGl (72.3%) xay IS8T
sl kbnakies

Price Muetaariines: 6 the smoek FR22(79.4%) 270 4TH
miarkel

[nsnlvency of the eompanios 1637 (12.2%] =) FHD
mvested i

Insigdir (pigling 1644 (T334 244 ITH
Py wopo iy goverimges mn 1ol T2 3%) LR el ]
ot cormpanies
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Sharcholders' Response to the Stock Markel
Clrisis

Ohur inguiry o how shareholilers responded 1o the
current Nigenan Stock Bxchange crisis in terms of
selling therrshares orbuyime more shares showed that
mizst of the respondens (65,04 responded by doimgp
nething, that is, they nerther bought more shares nor
sold their shaves, Tn nddition; 77.7% reported that iy
b Test inlerest i buymg shares m future, For details,
pleasesesTabie b,

Ostensibly as strategy 1o hedge agaimst pereeived
riska, B05% of (e regpondents said that they wodld
henceforth rely more on using the services of
stockbrokers, 85.4% sard that intended 0 monmer
shares, prices more regularly and #5.7% said they
wonld devote more efforl to studying and
understunding stock marker mfoomation. Finally,
23.5% of the respondent reported tha they had
decided tobe more seléetive in chosing e shires
investin

Table 6: Sharcholders' Respanse to the Stock Market Crisis

VARIBLES POSSIBLE RESPONSES FREQUENCY | PERCEN]
Reaction 1o 1. D nthing | 482 {5
fitancisl 2. Sold somve or all ooy shives ESN. 12400
meltdown in 3 Bought more shiris b4 11] | 2:0%
terms ol 4. Othess{Sold and Bought more) 196 855
shareholdings
Inucresl 1 el more interested investng in shiaces 153 BT
i invesing 2. ot dnlerested 1 investing in shares 333 | 4. 54
i sharg 3. Less iterested in invedting in shares [.402 G1.1%
lerite Forth 4. Vierynuch less interested LT3t [ Gt
3. Mo response Fi] L1

Source: Authors! fieldwork, 2040

Summney And Dscassion OF Findings

The resulls of this study show that nearly eight ool
every en respondents owned shares in publicly
gueted eompanies and about six oul of every 1en
patronized stockbrokers. Approxunately 74% of 1he
respondents sdopled the ~buy and held” strategy as
appased 1o the “buy and sell stratepy™. Most of the
fespondents  were  comversanl with the recent
developments in the stock market although less than
{our eut ol every ten respondents said they monitored
the stock market regularly,. Most aof those who
onitered e market ot all did so by reading the stock
murket reporis which feature diily inomost paticna)
newspapers. Surpnismgly, 62.5% of the sample
members cloimed that they had noo diffieuly
iinderstantding  stock  mirker  seporsfinformation.
Mast respondents belisved that investing in the stock
miarket at this tine s moederately or highly nisky yet
unprofitable or very unprofitable. Generally, the
respondents seemed confused orunsure about what i
lileely 1w happen to share praces in the shor- and loag-
rins Fimally, this studs Tound that most respondents
did nehing aboul ther sharchiplding in response e
the currant glack market mehdown, Rather than sel]
their shares or buy more. the major mpact of the
melown has been 1w make shareholders o lose

interest e buving shares i the near e, make
thes resolve terely more an using the services ol
stockbrokers, and Lo monitar shares prices e
rearnlurhy: Mostregpondents alse said e hetweelonh
they would devate more elTort 10 stuidving and
understanding stock market information, they would
lsobe more selective buying shares,

The revelation by this study that upte 7T8% of the
respondents owned shares in publioly-ewned
eompanies is surprising but guite re-assuring as i s
indicative of broad porticipation in the ssock marken
which is ftsell essential 1o the desived vibrangy and
development of the market, Perhaps (he high
propartion is explicable by the Taet that the saniple
had a very high eoncentration of highly cdueated
people; apart [fom the 2.6% who had the Semwor
Secondary School Certificare. all other had af loas!
gerime tertiary gquadifieaton, Withesueh an enlightened
greup, izshonld, on second theught, not be s surprise
that such a large proportion were sharcholders. The
browd participation i the stoek muarket just reported
above 15 consistent with the observation by (Tefls,
2000 1107 that “ihe levels ol rad g on the (N genan
Stocky markets i orecent tune ndicote that most
people have become more mnlormed”

e



The ohyious populanty of the “buy emd hold™ stritegy
reponted o this ready runs against what s 1o be
cxpected agninst the background proposition thal
frveshors beek o masimize thein wealth/net worth by
expeet o profin from dividends and capatal gam when
the shares appreciile tn value, [ s maighiful o relate
this to Tella's (2009 observation that “belore
libzralization and dynamic activiies in: the stock
murkel. st participanls in e stock muarker werg
very conservalive, He osserted further the attitude of
theaverape Nigetian shareholder was to buyand hold,
even whin 1t was obvious that the company emild go
harkrupl and hatihis attinde might not have chinged
dramatiently. The indings of this study confiemed this
observalion

It heartering e lind  thaet the public seemed
koowledpeahle about developmems o ke stock
erdtkel thal ey claimed 1o understand stock market
reports and  inférmation even when o smaller
propottion mdnilars the macker regulation, This
eripme may be be explained by the fact that that the
guestions on knowledpe were Timiled 10 very
clementary 1ssues. baced with mere sephisticated
guestions aboul the dvnamies ol the morker and the
strzlegies that works, 1018 Likely 1t they will fail such
a test of knowledee as did Aanetican Investors 10 4
study by SIPCAPT (See Handel 2006).

Asked about the future direction of the stock market,
the respondents in this study seemed confused, or ot
bast, unsore: This is in contradistinetion o the hish
level of investor confidence displayed by Amenean

respondents nfter steep decliney in the values of

publicly taded stocks in the first guarter oF2000 1 the
LIS, Prnally, wheregas capital marke thearies would
suggesl thal when shane prices ase at ther lowest,
speculators shiould buy in (e hope of making capital
gam when [ley appreeste, the study shows that oo
respondents generally de nor believe that this was in
resthity v pood Hine to buy. This is perhaps doe o the
lact that sharehalders dre yet to recover froun the huge
losgens ey sullered duringe e ctorent stock marke
meltdiwn,

Recammendations

Adthougl the findings of this study ghow that most of
the respondents own shares, we believe thur everyone
ought o sinve 1o hecome a shareholder because of the
chvions benefits, Even hose who dlready owi some
should by more. Shire ewnership s an investinenl
(e wlhilch the shereholder expects t varm some

Thid Gilehad Fiaouedald Crisid and (he F»'.Z;;-Hr-ulrrl ok Meaker ety Sharedhatdery’ |rl.'|'."IIJ|'?.I'!.-:1.'

mnegmie m the form ofeapital gam and dividends from
time 10 tme: Thesy for many  persons, shares
represent aicadditional source of meome. 11 is also o
form of savings angd “insaragee"; in Hmes ol need, it
can eastly be liguidated,

Some possible barrices o nvestment inoshares
revealed s study are pnoranee, nisk pversionanm
the associmed lack of confidence in the stock markel.
Although, most respondents were cognizant of the
recent developimenls in the Nigerian stock mirket, il
i5 doubiful whether they understand the determmant
of share value and the most approprinte strategy 1o
adopt as a sharehlder in different marker situatiens,
For example; their buy and hold stratepy may nod
have been a deliberate strateey caleutared 1o aclneve
aspectiie mvestment objeciive but a default siratesy
borne out ol igneiance of the alternative siratepy
Tlhere is, therefore, a need for shareholder eduealion
which will, amoeng other things, seguaint
sharcholders and prospeciive shareholders, not enly
of the need 1o Invest and the benelits ol nyvesting n
shares, but also ol the sirategiesdor reducing risk such
as portfolio diversification and reliance on the expor
advice of stockbrokers and other stock analvsts:
Shareholder education can also address the 1ssue of
hovw tostudy and interpeete key mntketmdices. In our
view, shareholder eduecation i the tripartite
responsibility of the Nigerian Stock Exchange. the
Securities and Exchange Commission and
Shareholders associations. In addition. educations
insttuttons and  business correspondents of the
numerous national newspapers and television/radio
stations in this country can be quite oseful i iy
regard,

The reported resolve of most of the respondents 1o
patronise slockbrokers more, monitor slock markel
developments moers and devole more eflor? fewards
studying: wndeestanding and erpreting  siock
murket reports 15 a positive move which s prase
wiorthy.

W saw Lhal onepositive fall out of Use siock markel
meldown m Migena s that the public has becom
more inlerested in the activities and dynaries of e
murkel. We hepe that this will be sustamed and will
wranslate inte a broader and deeper participationon th
mrarket. This 15 good for the economy in the long-rnul
asthe stock market iy indeed the hub of any modermn
ECOTITIIY,
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