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Abstract

Stock market is one of the key components of financial system which enable firms to raise
capital that contribute to the acceleration of economic development of any country. Stock
market has become globally an attractive investment platform for the investors. However,
volatility is a common phenomenon of the stock market that make investment difficult to the
investors. A remarkable number of investors in the least developed and developing countries
are not enough informative about the inherent features of the stock market and thus face
difficulties for their secure investment. As a results market become more volatile and
investment decision become more critical. This study is conducted to understand the
investors’ perceptions towards the stock market and their investment. A well-structured
questionnaire is designed to collect investors opinions towards different stock market related

mechanisms and investment policies.

We collect data from 200 investors purposively from different broker house of Dhaka and
Rajshahi city of Bangladesh. Descriptive statistical analysis and chi-square test are being

used to assess the impact of different socio-economic determinants to investors’ opinions.

We believe that this work will contribute to improve the investors awareness regarding stock
market and investment mechanism that boost up investment atmosphere in Bangladesh.
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1. Introduction

Stock market is one of the most important financial institutions that opens the door for firms
to raise fand. It is one of the most important sources for companies to raise money as "share
capital” from individuals and institutions. Share market allows businesses to be publicly
traded, or raise additional financial capital for balancing, modernizing, reconstruction or
expansion by selling shares of ownership of the corresponding companies in a public market.
And hence some companies actively increase liquidity by trading in their own shares. A stock
market provides a central location for investors to come together to buy and sell shares of
different companies. These transactions take place for listed companies that have to make
public announcements of profit, loss and revenue figures. The individuals who own shares of
these companies are its shareholders and they are entitled to have a yearly dividend set by the
company. A stable stock market indicates healthy trading activity and strength in the
country's economy. Increasing tendency of stock index and/or prices of stocks and other
securities are the indicator or predictor to the level of economic growth. The performance of
the stock market can also be seen as an indicator of public sentiment, and conversely, the
general perception of investors about the economy can also influence the stock market
significantly. A fall in stock prices indicates doubt among investors and an expectation of
subdued industrial activity in the near future. Any. uncertainty in the country, like an
impending change or deviation in the policy and strategy of the government, central bank and
other statutory bodies, political instability, can also restrain prices in the stock market.

Investors are the heart of stock market. They feel more comfortable to invest in stock market
than other investment sectors. They participate willingly to buy ownership of a company in
the public market. It is well accepted that the stock market is an intermediary institution to
adjust a gap between surplus units and deficit units of an economy. However, Bangladesh
stock market is one of the largest stock markets in south Asia. It has two automated stock
exchanges, the Dhaka stock exchange (DSE) and the Chittagong stock exchange (CSE). We

condensed our study to Dhaka stock exchange investors.
2. Review of Literature

Stock market is one of key components for economic acceleration. Both the investors and the
firms gain from stock market. However, if the markets simply rose steadily upward every
day, investing would be without risk. But in reality, markets are volatile with ups and downs
that makes investment difficult. It is now widely accepted that expected returns, volatility and

broader financial risk measures all vary over time. There is also a pronounced clustering in

GSJ© 2021
www.globalscientificjournal.com



GSJ: Volume 9, Issue 5, May 2021
ISSN 2320-9186 1462

return volatility with occasional extreme return outliers (especially on the negative side for
equities) and an increase in return correlations during market downturns. These
characteristics make volatility more complicated for academics, regulators, and practitioners
to understand and monitor, let alone act on and react to, in order to assess market conditions
in real time. Understanding volatility is important when developing an investment strategy
that manages the inherent risk associated with investing (see, e.g, Khan, 2011). Research on
time varying volatility using time series models have been active ever since Engle (1982)
introduces the Autoregressive Conditional Heteroskedastic (ARCH) model. Model based
research extended in various extensions on the basis of researchers’ empirical evidence of
nonlinearity, asymmetry and long memory properties in the volatility process (see., e.g.,
Andersen and Bollerslev 1998; Baillie et al. 1996; Breidt et al. 1998; Dacorogna et al. 2001;
Ding et al. 1993; Robinson, 1991; Schwert and Stanbaugh, 1987; Lamoureux and Lastrapes,
1990; Choudhry et al. 1996; De Santis and Imrohoroglu,1997; Mala and Raddy, 2007
Surachai et al. 2007; Goudarzi and Ramanarayanan, 2010; Mazin et al. 2010; Khan 2011).

A significant number of researches are available in literature on Bangladesh stock market.
Basher et al. (2007)investigated the issue of market efficiency and time-varying risk-return
relationship by using ARMA(p,q), GARCH(1,1)-M models for DSE stock returns.
Chowdhury(1994) observed stock return behavior by using EGARCH-M model considering
GED distribution. Imam and Amin (2004) showed that the return volatility of Bangladesh
capital market follows a GARCH (1,1) process. Other models-based researches on DSE
includesChowdhury et al. (2006),Molla (2009), Hossain and Uddin, (2011),Rayhan et al.
(2011),Islam et al. (2012),Alam et al. (2013), Muktadir-al-Mukit (2013) and Islam et al.
(2014).

Besides volatility, investors face many problems during investment due to their lack of
knowledge, experience and awareness. Scholars investigate such phenomenon for several

stock markets and a lot of information is now available in literature.

Sultana et. al., (2016) made a response survey on investing the present stock market crisis and
recovery strategies in Bangladesh in Chittagong. They conclude that the central bank’s
“market-friendly” monetary policy would boost the investors’ confidence. Wahab and Farug,
(2012)made a comprehensive study on analyzed the overall developments of the stock market
of Bangladesh. Ghosh and Ghosh (2015)empirically concluded that stock market perfection
in Bangladesh is quite impossible without enhancing awareness among retail investors and

ensuring their rational behavior in stock trading.
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Based on the above review, we set our main objective to assess investors perception towards
DSE. Along with Ghosh and Ghosh (2015), we also believe that without sufficient awareness
of investors regarding stock market business, Bangladeshi stock market would not achieve its
grand success. We hope that this study will help the investors for risk management and the

policy makers to uplift the reputation of Bangladeshi stock market business.

3. Data and Details

We collected 200 data from different broker house in Dhaka and Rajshahi purposively. As
mentioned earlier, in Bangladesh, we have two automated stock exchange the Dhaka stock
exchange (DSE) and the Chittagong stock exchange (CSE). Since our focus was on DSE,
therefore, we ignored Chittagong city from out study. From the rest of the cities, we
considered Dhaka as it is the capital of Bangladesh and the center of all economic activities,
and economically expensive city for living. On the other hand, Rajshahi city is comparatively
less crowded and less expensive city for living. Life style is so easy and peaceful in Rajshahi
city. These factors made our choice to select Dhaka and Rajshahi city for conducting our

survey.

A closed ended well-structured questionnaire is designed to cover the study objectives. The
investors are being asked directly for different investment-oriented questions along with their
socio-economics and educational status.A 5-point  Likert scale (ranging from 1=
highlydissatisfied to 5= Highly satisfied) is used to measure investors’ satisfaction level. The
descriptive statistics and chi-square test are used to analyse data. The analysis exhibits

following outcomes.

Table 1: Investors background characteristics

Attributes Frequency Percent
Public job 73 36.5
Private job 35 175
Occupation Business 39 19.5
Student 34 17.0
Others 19 9.5
<25 10 5.0
25-30 33 o o 16.5

- A
2640 A N T
Age group 41-45 34 17.0
46-50 21 o 10.5
51-55 1n < 4 5.5
56-60 10 g = 5.0
60+ 14 7.0
. Nuclear 112 56.0
Family Type Extended 88 44.0
Education Secondary and bellow 43 21.5
Graduate and post Graduate 157 78.5
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Union Porishod 4 2.0
Residence Municipalities 11 55
City Corporation 184 92.0

We observed majority (36.5%) of the investors having public job followed by business,
private job, students and others (9.5%) activities including retired persons. 21% investors
found in the age group 36 to 40 years followed by 41 to 45. Young aged peoples are also
becoming investors. We found 5% investors in bellow 25 year of age and 16.5% in 25 to 30
age group. The average age of the respondents observed 40.46 years with std. deviation
11.29. Greater part (56.0%) of the investors is from nuclear family and 78.5% investors are
educated. They have graduate and post graduate degree. 92.0% of them stay in city

corporation areas.
4. Perception towards Stock Market

Empirical studies advocated that investors education, income, age, gender, financial learning,
risk management have significant interaction with stock market participation (see. e.g.,
Christiansen, et al., 2008; Cole et al., 2012; Grindlatt, et al., 2011; Guiso and Jappelli 2005;
Hong et al., 2004). As mentioned earlier, a lot of model-based researches have done on DSE
for volatility forecasting and risk management. Few numbers of empirical studies are also
conducted to observe Bangladesh stock market crisis. Our main focus is on investors
perception towards stock market and goal is to know how much our investors are
knowledgeable regarding stock market. Table 2 bellow focus on investors knowledge

regarding share market and Figure 1 clarifies the findings.

Table 2: Investors knowledge regarding stock market

Knowledge regarding Before After Significance
Primary and Secondary Share Investment Investment
Dhaka 66.82 % 34.18 % x? =0.62
Rajshahi 60.33 % 39.67 % p =0.43
Total 62.50 % 37.50 %

m Before Investment After Investment

66.82%

Dhaka Rajshahi Total

Figure 1: Knowledge about stock market
We found 62.5% investors overall having knowledge on stock market before investment but

remarkable fact is 37.5% investors have no knowledge about the stock market but they
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become investor, they even know nothing about primary and secondary share. The investors
of Dhaka city are more knowledgeable compare to Rajshahi but the margin is not so big.No
significant regional effect (p = 0.43) observed for knowledge regarding stock market. This

lack of knowledge of the investors could be a reason for the Bangladeshi stock market crisis.

Table 3 bellow shows the investors opinion to become interested for investment and their

suggestions to overcome the stock market crisis. Perception

Table 3: Investors’ motivation and perception regarding stock market

. Area
Attributes Total Dhaka | Rajshahi | Significance
® TV News 5.0% 6.3 % 4.1%
P Friends 57.0%  68.0%  49.6%
- 5 Newspapers 18.0 % 16.5% 19.6 % 2
= Self and Other 100%  89%  107% X —1682
2 E TV News and friends 1.5% 2.5% p=001
5] TV News and Newspapers 25% 4.1 %
= Friends and Newspapers 6.0 % 9.9 %
% ° Direct Govt. surveillance 41.0 % 55.7 % 31.4%
% E No surveillance 10.5 % 7.6 % 12.4 %
® =3 Generate appropriate policies 3.0% 6.3 % 0.8%
o g Enhance investors awareness 24.0 % 30.4 % 19.8% x2 =43.04
g— E Surveillance and awareness 8.5 % 14.0 % p = 0:00
.F:’ E’ Surve-illance and.p.olicies 250 4.1 %
g é Survelllgc\lc;erégg;;mes and 7.0 % 11.6 %
I Policies and awareness 3.5% 5.8%
® Govt. 37.0% 38.0 % 36.4 %
% % Investors 3.0% 5.1% 1.7%
& c Directors board 40.5 % 55.6 % 30.6 %
5._) % Oth_er 25% 1.3% 3.3% x2 =32.33
E _ccjn . tG_ovt atnd mvzs’(tjqrs t 1.5% 2.5% p = 0.00
é §) owt, mvesk;)or;r?jn irectors 15 % 250
Z5 Govt and directors board 0.5% 0.8 %
= Investors and directors board 13.5% 22.3%
o Highly dissatisfied 36.0 % 24.1 % 43.8 %
B3 Dissatisfied 42.0% 41.8 % 42.1%
S 3 Not bad 200% 316%  124% X =32.33
5 < Satisfied 20%  25% 1.7% p =000

Highly satisfied

From the above Table, we observed that most of the investors motivated from their friends
about stock market followed by Newspapers and self-motivation. The picture is almost
similar for overall findings and area wise findings. However, we got a highly significant (p =
0.01) area effect on investors motivation to stock market. Majority of the investors think that
government can easily handle and reduce the stock market crisis by their direct surveillance.
The overall percentage is 41.0, for Dhaka it is 55.7 % and 31.4 %for Rajshahi area. A notable
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number of investors think that the stock market crisis can be reduce to aware investors. The
percentage of respondents are 24.0 overall, 30.4 for Dhaka and 19.8 for Rajshahi area. We
had a highly significant (p = 0.00) area effect on their opinion on reducing market crisis.
When we asked them about the responsibility for good governance of the stock market, they
mentioned that government and the directors board are responsible for good governance.
40.5% investor overall believed that the directors board are responsible for good governance.
This percentage increased to 55.6% for Dhaka area’s respondents but majority of Rajshahi
area’s investors (36.4%) believed that government is highly responsible for the good
governance of the stock market. Here we also observed a highly significant (p = 0.00)

regional effect.

When we focused on investors satisfaction level regarding the current governance system and
atmosphere of the stock market, we found overall 36.0% investors highly dissatisfied and
42.0% dissatisfied on the current market situation. Degree of dissatisfaction is much higher
for Rajshahi area than Dhaka area. A highly significant (p = 0.00) area effect observed for

the satisfaction level of our investors.

As mentioned above that the investors education, income, age, financial learning, risk
management have significant interaction with stock market participation. We would know
examine the determinants responsible for the investors® knowledge, awareness and

perception. The table 4 bellow presenting the results.

The above Table 4 exhibits that the investors education, occupation and family type are
highly significantly associated with their knowledge regarding the stock market. The factors
are regionally significant as well accept occupation for Dhaka. Since Dhaka, the capital of
Bangladesh, is the one of the expensive cities compared to Rajshahi, therefore, occupation
may not influence more one investors’ knowledge. Investors are all comparatively more

informative there compare to the other cities.

Spotlighting on investors motivation, we found investors age, education, occupation and
income play highly significant role for their motivation. Education plays significant role for
investors’ motivation of Dhaka while age and income play significant role for investors'

motivation of Rajshahi.

Table 4: Determinants of investors’ knowledge, awareness and perception

) Area
Attributes Total Dhaka [ Rajshahi
N Age 2 =4.04 x? =8.62 x% =3.28
28 p =0.85 p =0.20 p =092
3 % 5 Education x* =996 i o
s E p =0.00 p =0.02 p =0.01
< 83 Occupation x* = 1875 x* =50 © = 1450
2 p =0.00 p =021 p =001
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Income x% =413 x% =778 x2 =12.77

p =0.85 p =0.35 p =012

Family type x? =554 x2 =310 x2 =2.69

p =0.02 p = 0.08 p =0.10

Residential area x* =551 x? =358 x? =359

p=0.14 p =0.17 p =0.31

Age x2 =72.27 x2 =14.95 x2 =72.89

p =0.01 p = 0.67 p =0.01

g Education x% =13.64 x% =8.59 x% =9.99

g p =0.03 p =0.04 p =0.13

E o i x?2 =37.52 x? = 14.89 x% = 32.89

2 ccupation p = 0.04 p =028 p =011

E Income x2 =93.98 x2 =1811 x2 = 8750

S p =0.00 p =0.64 p =0.00

g Family type x2 =7.19 x2 =12.29 x? =10.45

= p =0.30 p =0.01 p =011

= Residential area xt = 1477 xt =241 x* =13.20

p =0.68 p =0.87 p =0.78

Age x2 = 91.40 x? =32.17 x? = 83.38

B p =0.00 p =0.02 p =0.01

= Education x% =7.68 x? =15.82 x? =3.82

€ p =0.36 p =0.00 p =0.80

Te Oceunation x? = 56.42 xZ = 24.29 X7 = 34.26

72 P p =0.00 p =0.02 p =0.19

S 32 %2 = 120.10 x? = 43.38 x? = 76.67
e g Income ~ _ _

S E p = 0.00 p = 0.00 p= .04

E< Eamil x2=13.14 x2 = 16.66 x2 =291

g amily type p =0.07 p = 0.00 p =0.89

2 2 2

2 Residential area x p_zzg:ﬁ xp ; gﬂ x p_zzg:ig

Age x2 =105.10 x2 =22.20 x2 = 113.80

p =0.00 p =022 p =0.00

< Y x% =5.73 x% =0.98 x2 =6.04

ﬁ " Education p =0.57 p —0.81 p =0.54

= occupatih x2 = 44,75 x2 =12.80 x2 =34.88

g c P p =0.02 p = 0.38 p =0.17

22 W 4 x2 = 63.10 x2 = 16.89 x2 =59.04

=2 p =0.24 p =072 p =037

S8 Familv tvoe x? =6.41 x? =3.63 x? =8.20

£° yyp p = 0.49 p = 0.30 p =032

Residential area x* = 1361 x* =17.59 x* =9.28

p =0.89 p =027 p =0.99

Age x? =28.15 x2 =16.75 x2 =23.65

p =0.25 p = 054 p =0.48

Education x2 =11.60 x? =531 x2 =13.08

= p =0.01 p =0.15 p =0.00

3 Occupation x2 =11.34 x2 =13.90 x2 =4.03

= P p = 0.50 p =0.31 p =098

§ Incomme x2 = 45.12 x2 = 29.15 x2 = 29.01

= p =0.01 p =011 p =0.22

g Family type x2 =11.20 x2 =8.89 x2 = 19.00

p =0.01 p =0.03 p =0.00

Residential area x* = 1443 x* =576 x* =24.05

p =0.11 p =0.45 p =0.00

1467

When the question of responsibility for improving the stock market's atmosphere came out,

investors' age, occupation and family types significantly influenced them for making

comment.

For investors of Dhaka, education played an important role along with age,

occupation and family types while significant role observed for investors from Rajshahi

accept their age factor.

Education, income, family types and residential area played very significant role for investors

satisfaction on the stock market atmosphere. Regionally we observed only family type's
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significant role for investors of Dhaka while for Rajshahi education, family type and

residential area played significant role for their satisfaction.

5Conclusion

Stock market is a dynamic platform for economic development. Recent literatures advocated
that the development of stock market and economic growth are positively correlated (see,
e.g., Atje and Jovanovic, 1993; Levine and Zervos, 1996; 1998;Minier, 2003; Adjasi and
Biekpe, 2006; Masoud and Glenn Hardaker, 2012; Sehrawat and Giri, 2015). It provides
market liquidity that helps investors for trading financial assets in a less risky manner while
allowing companies to enjoy easy access to capital (see, Ho and Njindanlyke, 2017). Rapid
crash of share market flashed violent protests from the investors. We observed such rapid
crash in 2011 in Bangladesh. Still the market facing that effect. Market microstructure noise,
bid-ask bounce and volatility clustering (Rafique and Rehman,2011) always create big
troubles for the investors. Beside that the noise trading is also create diverse environment for
investment. Therefore, adequate knowledge, experience and awareness are very crucial for
secure investment. Our study found a remarkable number of investors without having
minimum knowledge regarding stock market and investment. We observed majority investors
dissatisfied regarding the market atmosphere. The lack of their knowledge, awareness and
experience might produce dissatisfactory profit. Many of investors became loser and the

market index running with a flat trend or going down continuously.

We urge to financial researcher to conduct more productive research on Bangladeshi stock
market as well as markets of developing countries to unveil the hidden barriers and
limitations. We believe the research finding will boost up investors confidence and as a result
the development of stock markets will be accelerate. Obviously, the development speed of

the stock market will speed up the momentum of the economic development.
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