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ABSTRACT

AN INVESTIGATION OF THE INDIVIDUAL INVESTORS IN THE TURKISH SECURITIES
“MARKET

In this thesis, differences between the‘two individual investor
groups - bondholders and common stockholders- in their demographic
characteristics, basic portfolic objectives, information sources and
decision mechanics, instrument se]ectionvcriteria'and market attitudes,
and return perceptions have been studied. It has also been possible to
find out a general profile of the individual investor in the securities
market.

The study included the literature review and a field study which
was conducted thrqggh a questionnaire. Data was analyzed and the findings
were given together with the implications for the marketers and
researchers.

The findings of the study showed that same significant differences
exist in investment processes of the individuals rather than their
demographic characteristics.

Bondholders appeared to be more educated and relatively older than
the commonstockholders. They have fixed monthly income and invest
relatively greater proportion of their income in securities, mostly seeking
nsafeness" of investment and "additional income" for their family budget.

Commonstockholders, on the other hand, being more independent in
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their decisions invest mainly for protecting their money from inflation
and capital appreciation. They are also slightly less sensitive to the
“safeness” of investment than their counterparts and emphasize such
‘factors as liquidity of investment, anonimity of investor and tax
considerations when choosing among securities.

Knowledge of these differences should help bank and brokerage firms'
managers, and researchers to better understand the individual investor

and his investment process and to allocate their marketing effort more

effectively.



OZET
TORK MENKUL KIYMETLER PIYASASINDAKI FERDI YATIRIMCILAR UZERINE BiR INCELEME

Bu tezde, iki ferdi yatirimci gurup -tah¥il ve hisse senedi sahip-
leri- demografik yapilari, temel yatirim objektifleri, bilgi kaynaklari,
karar ybntemieri, menkul kiymet secim kriterleri, piyasa yaklasimlari ve
gelir algilamalari arasindaki farkliliklar acisindan incelenmistir. Bu
arastirma ile menkul kiymetler piyasasindaki yatirimcilarin genel bir
profilini elde etmek de miimkiin olmustur. |

Bu calisma yazin taramas1 ve anket yoluyla yapilmis bir alan aras-
tirmasini icermektedir. Toplanan b1lgi analiz edilmis ve sonuglar pazar-
lamaci ve arastirmacilar igin yﬁn]endirici noktalart ile verilmistir.

Arastirmanin sonuclar1,‘yat1r1mc11ar arasinda demografik ozellik-
lerden cok yatirim yontemleri acisindan bazi dnemli farkliliklar bulun-
dugunu gostermistir.

Tahvil sahiplerinin hisse senedi sahiplerine gore daha editimli
ve daha yasli, sabit gelirli oldukiari, bu gelirin daha biiyiik kismini
menkul kiymetlere yatirdiklari ve yatirimlarinda biyiik codunlukta “gii-
vence ve aile biitcelerine ek gelir" aradiklari ortaya ¢ikmistir.

Diger taraftan hisse senedi sahipleri yatirim kararlarinda daha
bajimsi1z olup, genelde parayi enflasyondan korumak ve sermaye kazanci
temini amaci ile yatirim yapmaktadirlar. Bu gurup, tahvil sahiplerine
nazaran yatirimin "giyencesi'ne daha az duyarli olup, menkul kiymet
se¢imini yaparken yatirimin Tikiditesi, yatirimcinin giz1i1igi ve vergi

muafiyeti gibi faktorlerin Onemini vurgulamaktadir.
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Bu farkliliklarin bilinmesi banka ve bankerlik kuruluslari yoneti-
cilerine ve arastirmacilara ferdi yatirimcinin ve onun yatirim kararlari-
min daha iyi anlasilmasinda ve pazarlama faaliyetlerini daha etkin olarak

yonlendirmelerinde yardimci olacaktir.
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INTRODUCTION

Economic strength of a nation may be measured by-the value of its
accumulated wealth and the rate at which it grows through savings and
investments.

In primitive societies the savers and users of capital were largely
the same, although, through barter, some exchange of capital goods for
consumer goods occured. There was no financing problem. But in a modern
capitalistic economy, instruments representing money and claims to money
are necessary for-specialization and the division of Tabor, and for the
transfer of savings to those who invest in capital goods. Capital forma-
tion would be virtually impossibie without money and a market. Extensive
institutional mechanism is necessary to channel the money value of
savings generated by some units in the economy to those who use there
savings (Dougall, 1980). |

A highly developed financial system is a hallmark of any modern
business enterprigé economy. The markets, instruments, and institufions
that comprise this system facilitate the efficient production of goods
and services. They thereby contribute to the society's wellbeing and
to a rising standard of living. The’financial system perform this
essential function by channeling the nation's saving into its highest
and best uses (Henning, Pigott, Scott, 1981). |

An elaborate system of markets and institutions provides the
mechanism for bringing suppliers and demanders of funds together. These
institutions and markets provide borrowers what funds needed now, while
at the same time providing lenders with a variety of financial assets

with varying degrees of safety, liquidity and yield. Primary markets
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enable borrowers to obtain funds, whére secondary markets provide liquidity
for Tenders. Not all types of financial assets have secondary markets

but, in general, secondary markets are important. A high proportion of
transactions in the capital markets represent transfer of existing instru-
ments among investors rather than raising of funds. In some cases,
development of a primary market would be difficult if a secondary market
were not developed simultaneously.

The money market provides facilities for the quick and dependable
transfer of short-term debt instruments used to finance the needs of
business, government and consumers.

The capital markets are the complex of institutions and mechanisms
whereby intermediate and long-term funds are pooled and made available
to business, governments and individuals. The proceeds of bouds and
corporate shares are used to finance a variety of expenditures and types
of assets (Dougall, 1980).

Contribution of securities (capital) market to a national economy,
to a large extent, reflect prevailing economic conditions in a country.
During the early stages of economic development, the large majority of
industrial and business units in a éountry are small in size. Their
capital needs are small; the use of corporate form is not widespread; and
there is no substantial and widely scattered class of persons with
surplus savings. In these circumstances, trading of securities is likely
to be restricted, and the principal function of the securities markets is
directed towards permitting the corporations to raise funds.

As the economy progresses, national income grows and becomes more

widely spread; individuals obtain savings which are increasingly placed



in the shares of new corporations and of established enterprices that
were once family owned but notseek a public distribution. Also the rise
of financial institutions, such as insurance companies and investment
companies, results in a large number of persons having indirect interests
in equities as the institutions place the funds entrusted to them 1in
securities. Almost the same scenario has been 1ived during the
improvement of the securities market in Turkey. With the economic
stabilization programme introduced in 1980, interest rates applied to
savings have been determined rationally and increased over the inflation
rate. After that, a large and growing number of bank customers have
changed from being "savers" to "investors". Commercial banks had for
many years performed the intermediary function of collecting small
amounts of debt capital from widelyAdispersed individual savers, and
repackaging those amounts in larger units for the ultimate borrower.

The emergence on a grand scale of a similar mechanism in the securities
market, on the other hand, is much more phenomena. Considering high
inflation rates to be a "fact of life", many consumers invested their
money in financial instruments which have highest yielding in the short
run. At this point, the meanings of investment and speéulation should
be distinguished. Investment and speculation are said to be two
different things, and the prudent man is advised to engage in the one
and avoid the other. Speculation is an effort, probably unsuccessful,
to turn a little money into a lot. Investment, on the other hand, is an

effort, which should be successful, to prevent a Tot of money from

becoming little (Schwed, 1940).



The significant growth in the securities market of Turkey has
occured primarily since 1980. But within two years, its sudden growth
has reached unexpected dimensions.

Having experienced an unfortunate "broker phenomenon", the emergency
for an organized Capital Market in order to collect the funds efficiently
and prevent the rights and benefits of the individual investor has been
realized. In June 1985, with the enactment of Capital Market Law and
establishment of the Capital Market Board (CMB), rules and reguiations of
Turkish Capital Market have been determined, and all activities and
operations in the securities market have been given under the control of
CMB. Recently, Istanbul Securities Exchange, which represents the final
stage for tHe commencement of activity by the Capital Market Board,
opened its doors at the beginning of 1986, with its 33 members. This
number then increased to 38 with the participation of new members.

Along these 38 members, as presented in Table 1.1, ére 1 brokerage
institutions who had obtained licences for that actiVity, 3 investment
and development banks, and 22 of leading banking institutions. 1In
addition, 2 exchange commision agents are also included in the total.

Insufficient funds, limited number and variety of financial
instruments and financial institutions influence the improvement of
Capital Markets somewhat negatively. It is believed that, realization
of continious and efficient flow of fuhds, and determination of stock
prices according to market conditionﬁ will be possible by the effective
operations of the Securities Market. Recent developments in the

Securities Market will also help to the re-establishment of "Confidence"

in the market.



Table 1.1

MEMBERS OF ISTANBUL SECURITIES EXCHANGE

BROKERAGE INSTITUTIONS BANKS
. ALTAY MENKUL KIYMETLER . AKBANK . T.1S BANKASI
. CEVIK MENKUL KIYMETLER z . ANADOLU BANKASI . T.GARANTI BANKASI
. CAM-1$ . CITIBANK : . TOBANK
. DERBORSA . DEMIRBANK . T.SINAT KALKINMA BANKASI
. ECZACIBAST MENKUL KIYMETLER | . DESIYAB . T.TICARET BANKASI
. GENBORSA . DEVLET YATIRIM B. . T.TOTONCOULER BANKASI
. NEMA MENKUL KIYMETLER ' .HALK BANKASI . T.C. ZIRAAT BANKASI
. OYAK MENKUL KIYMETLER ‘ . IKTISAT BANKASI . ULUSLARARASI END.VE TiC.BANKASI
. SERPA : . OSMANLI BANKASI . VAKIFLAR BANKASI
. SEMIH MENKUL KIYMETLER . PAMUKBANK . YAPI VE KREDI BANKASI
. YATIRIM FINANSMAN . SEKERBANK

. T.EKONOMI BANKASI
_ . T.EMLAK KREDI BANKASI
. CENGIZ EVGIN . T.IMAR BANKASI
. ILHAN 1Z1BELL1 . T.ITHALAT VE IHRACAAT B.

EXCHANGE COMMISSION AGENTS

Source: Istanbul Securities Exchange



Table 1.2 presents the trends in the Turkish Securities markets and

gives the total worth of securities issued within the last eight years.

Table 1.2
SECURITIES ISSUED Billion TL.
1978 1979 1980 1981 1982 1983 1984 1985
Stocks® 3.8 1.7 21.9 25.3 109.5 95.9 151.3 n.a.

Private Sector Bonds 2.2 4.9 18.0 16.0 13.2 16.3 12.8 21.4

State Bonds v 35.5 35.9 65.8 70.0 74.7 249.0 225.0 290.0
Treasury Bills - - 10.0 65.0 - - 794.0 -

Profit/Loss parf. - - - - - - - .5
Revenue partnership - - - - - - 0.0 na

Source: TURKISH ECONOMY 1985-TUSIAD
*Quoted on the Securities Exchange

\

As seen from Table 1.2, there has been a substantial increase in
stock issues since 1980. In the same period on the other hand, private
sector bond issues have shown decline except for the last year in which
total worth of bond issues has reached over 21 billion TL, while State
Securities, especially Treasury bill issues have increased significantly.
The increase in the issue of shares of stocks stems from effort on the
part of partners to build up their assets through stock exchange, owing
to the increased expense of bank funds due to policies of high rate of

interest.

Introduction of new form of securities, such as profit-loss
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Sharing Certificates and Certificates of Réyenue Partnership; are quite
important steps towards the widening of the Capital Market's base and the
development of more active money and capital markets within the economy.
It is deemed important that the rapid economic development can be achieved
through strong, well-functioning capital markets.

In its role as the final arbfter for the allocation of our scarce
capital resources, the securities market should be the object of
continuing close scrunity by both the scholarly community and the
archifects of public policy. The predominant coﬁcern should be to ensure
and maintain conditions under which the flow of investment funds will
infact be channeled to these enterprises which are most important for the
improvement of the economy (Lease, Lewellen, Schlarbaum, 1976).

Though, only a few years ago we have had an unfortunate experience
in the securities market, no attention has been directed to the facts of
the market and to the questions of who the individual investor is, how
he makes his decisiqﬁs, how he deals with his broker or bank, what his
portfolio consists of, and how satisfied he is with his portfo]io.' The
only study which investigates the knowledge and awareness of individual
investors on the some issues related to the Turkish Securities Market Were
conducted by-PIAR for GENBORSA A.S$. in April, 1985. As this study reveals
the investors do not know much' about the securities market.

As remarked by Friend and Cani (1966), "lack of knowledge about
the market experience of different individual investor groups is even more
impressive than the gaps in the available data on the performance of the
securities market as a wh01e:

Due to the recent developments in the Turkish Securities Market and

1ncreasing‘compet1tion between the banks and brokerage institutions as an



integral element of their marketing orientation and activities, there is
an urgent need for either exploratory or descriptive research on the
secufities markets, particularly concentrating on individual participation
in the market. |

As the importance of an efficient securities market and the need
for research on the participants of the market are apperant, it is the
purpose of this study to explore and describe characteristics, market
attitudes, investment objectives, decision mechanics, asset holdings and
return perceptions of individual investors.

In particular, the objectives are:

. to identify characteristics which discriminate between two
investor groups: Bond Ho]ders and stock-Holders

. to determine the relative importance of different types of
variables as discriminators between the two groups of.investors.

Knowledge of these difference that may exist between the groups
should provide importéht insights into the factors that affect choices of
securities and should be helpful to the institutions for defining market
segments meaningfully and more effectively aliocate marketing effort.

"The plan of the study is as follows: the first section reviews
prior emprical and conceptual work on the "individual investor" in capital
markets; the second part discusses the research design, methodology, and
findings of a field survey conducted among the participating investors.
The concluding section summarizes the prihcipa] results, indicates some

implications to the related parties and suggests needed future research in

the area.
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CHAPTER 1
BACKGROUND OF THE STUDY: A REVIEW OF CONCEPTUAL AND EMPRICAL STUDIES

This section comprises the previous studies on the subject of
individual investor and his investment behavior; and outlines the
principal results which mainly obtained from a broadbased survey done in
the U.S., in 1972. Exploratory results of the only published research on
the Turkish Securities Market and its customers have also been included in

this section.

1.1. Savings and Investments

Households are one of the most fundaméntal and diverse behavioral
units in an economy. They save, invest, borrow, and lend (Hendershott
and Lemmon, 1975). |

The Tevel 3? savings actually achieved by anyone represents the
outcome of the conflict between his desire to improve his current standard
of living and his desire to obtain fyture welfare by saving. With a given
income one can improve the quality of his living standard only by reducing
saving. At low level of income, desires for current consumption are so
strong that they overcome all considerations of the future. In order to
explain the struggle between desires to increase expenditure and desires
to save or balance the budget, the nature of the forces in both sides have
to be discovered. The social goal of a high standart of living converts
the drive for seifesteem in to a drive to get high quality goods(Duesenberry

1972). Motivations for savings may be to accumulate a reserve fund against
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unforseen contingencies as the future is uncertain witﬁ regard to health,
employment, etc., or to spend the money later for a specific purpose.

A considerable part of all savings isrdone with a view to future
lTiquidation for retirement, protection of dependents, contingencies or
future purchases of durable goods.

An individual's investment decision is based on much the same
considerations for both real and financial assets and is closely related
to his saving decisions (J.Crokett and I.Friend, 1967).

The paper by Hendershott and:Lemmon, (1975) analyzes the financial
behavior of households during 1957-71. This behavior includes purchasing
money, saving accounts, short-term and long-term securities and issuing
consumer credif, home mortgages and policy loans from insurance
companies. The emprical results of the regfession equations employed
were found quite consistent with common knowledge of the working of
financial markets, Housing and consumer durable purchases, respectively,
were largely finaAEed by issuing home mortgages and consumer credits;
borrowing against insurance reserves was closely related to market
interest rates and the level of revenues; and savings was primarily
channelled into financial assets. The division of financial assets
depended largely on income (saving accounts positively, and marketable
securities negatively) and relative interest rates. Capital gains of
equities were partially used both to repay liabilities and to build up
other financial assets. |

From the point of view of investors, investment is the committment
of present funds for the purpose of deriving future income in the form

of interest, dividends, rent or of appreciation in the value of the

principal (Dougall, 1973, p.1).
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The saving;invesfment process is facilitated by number of
institutions that offer savers a variety of substitudes for real capital
or money, thus encouraging the flow and diversification of saving, and
methods of providing borrowers with funds to meet their requirements,
thus promoting investment spending (Henning, Pigott, Scott, 1982).

Once an individual has identified a need for the services of a
financial institution for money transmission, saving or borrowing, than
he or she has to initially choose an investment and institution type.

Investors may also have reasons to switch between and within type
of investments and institutions as financial and economical circumstances,

social and cultural influences and satisfactions change.

1.2, Saving Trends in the Turkish Economy

In economic sense, "Savings" is the most important performance
indication of the "development". Studies on saving trends indicate that
under improving circumstances, average saving ratio is proportional to
per capita income and increases as the Gross National Product increases.

Table 1.2.1 shows the "savings" as a percentage of the GNP for

twelve years period, from 1972 to 1984.

table 1.2.1
Savings as a percentage of GNP

Personal PubTlic Foreign Total
1972-1975 10.55 8.52 1.29 20.36
1976-1979 11.75 5.60 4.27 21.62
1980 -1983 9.61 7.53 3.83 20.97
1984 11.34 5.28 3.50 20.12

Source - Para ve Sermaye Piyasasi, Haz. 1985,
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Despite thé conflict between the personal and public savings, within
this 12-year period total savings have not been changed significantly and
remained around 21 percent of the GNP,

The ratio of personal saving to disposable personal income has also
been stable over the years at an average rate of 13 percent.

While the increase in time deposits reached over 8 percent of the
GNP, in 1984, one-fourth of the personal savings (which is equal to 3

percent of the GNP) were invested in securities market (D.Demirgil, 1985).

1.3. A Field Study on the Turkish Security Market

Intellegent investment in to a considerable degree a matter of
adequate knowledge. Although all investment committments involves
estimates of future developments, the greater the knowledge of investor
has of facts and the market, the more satisfactory his experience should
be (H.Daugall, 1973, p. 237).

The oniy published research on the Turkish securities Market and
its individual customers which was done by PIAR and GENBORSA A.S. in
April, 1985 investigates the avareness of the investors on the issues of
the TSM, such as recent regulations, institutions and instruments
introduced to the securities market (Para ve Sermaye Piyasasi, 1985).

The research was based on the data obtained by personal interviewing
of total 856 investors among the customers of banks and retail brokerage
fims (25.7 percent of the sample was brokerage firms' customers) in
Istanbul and Ankara.

Seventyfive percent of the respondents were male and two-third of

them were married. Bank customers were found somewhat distinctfrom the
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brokerage firm customers in terms of age, education and occupation. 66
percent of bank customers were younger than 40 years, whereas, 68 percent
of the brokerage firm customers were 50 years or older. Bank customers
appeared to have less schooling than the customers of brokerage firms.
Half of the brokerage firms customers were retired compared to 18 percent
of the bank customers.

Findings revealed that an important percentage of (~60%) the
both customer groups do not know, even haven't heérd about the stated
issues of the Turkish Securities Market.

Furthermore, the respondents who claimed that they knew or heard
about the inquired subjects were found to have us idea when they were
asked to explain What the "Capital Market Board", "Securities Exchange",
"Certificates of Revenue Participation" and "Profit/Loss Sharing Certifi-

cates" are.

1.4. Individual and fnstitutional Investors

Individuals and institutonal investors are the two main investor

groups which constitude the customers of securities markets. Ofcourse,

most institutions are the representatives of individual investors.

Institutions function as the investment intermediaries for the individuals

who invest in through pension funds, 1ife insurance companies, property

insurance companies, and investment companies.

In recent years, while a substantial amount of attention has been

directed in the literature of economics and finance to the question of

the investment behayior and portfolio performance of institutional investors,

the individual investor has been an object of investigation in very few
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studies (Lease, Lewellen, and Schlarbaum, 1977, p. 296).

There has been a widespread concern about fhe disappearance of the
individual investors from direct participation in the American equity
marketplace.

The pernicious effects attributed to the individual investor's
withdrawal from direct market participation as expressed by Lease, Lewellen,
and Schlarbaum (1976) are: (1) that, in the short run, market price
volatility is accentuated by the large-scale trades of institutions and
(2) that, over the long term, the capital allocation process will be less
efficient and less appropriate since institutions have typically tended
- to concentrate their holdings in a relatively small number of companies.

Charles B.E11is (Ellis, 1985, p.35) points out that, today, the
typical investor is not individual. Individual investors account for
less that one-quarter of investment activity in the U.S.; three-quarters
of all the buying and selling on the NYSE is done by institutions.

\

1.5. Studies Related to Individual Investors

The gap in the knowledge of the individual investor's circumstances
and decision processes merits investigation because he has been and should
be a significant contribution to the allocational and Tiquidity functions
of the security markets. |

Accordingly it is important that to understand who he is, why he
invests and what he invests in.

Marketing research in the securities market has customarily defined
investors in purely quantitive terms, such as age, income, geographic

1ocation,'1ength of time securities were held, and use of brokers and
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banks (NYSE, Fact Book, 1971),

There have, of course, been some broadbased survey efforts, but
these have not dealt with investment strategies and decision processes.

Depending on the data from NYSE survey, the paper by Charles D.
E11is defines the average individual investor as the one who has a median
income of $30.000, holds less than 85000 worth of stock and rarely trades
it. Less than half of all individual shareowners have an account with a
broker; and of shareholders with brokerage accounts, only half Took to
their brokers for investment advice and recommendations. The other half
make all their own decisions, expecting their brokers only to execute the
trade,

NYSE, Fact Eook (1971) emphasizes the differences that exist between
the new investor and the experienced investor in terms of demographic
characteristics and financial profile. An average'investor was found as
one who had 12 years of investment experieﬁce, compared with two years
for the new 1nvesébr. According to the Fact Book, (1971) the typical new
investor was about 10 years younger than the experienced investor and had
less annual income and education. The contrast between the financial
profiles of the new and experienced’investor reflects the sophistication
and financial accomplishments of the experienced investor. The new
investor appeared as having relatively lower portfolio value and less
transaction volume when compared with the experienced investor. Very few
studies add another dimensions in seeking to explain the behavior of
individual investors, that is, determining investment motivations and

decision processes.

The research done by lLease, Lewellen, and Schlarbaum (1976), provides
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a.broadd description of a 990-man sample of individual customers of a large
brokerage firm in the period between 1964-70; and brings insights into
different aspects of individuals investment behavior.

The survey subjects were chosen at random from the brokerage firm's
Tists and stratified according to the geographical distribution of all
American shareholders, as reported by the NYSE Surveys.

Of the 2500 questionnaire sent to these individuals, just under
1000 responses were received and utilized in the study for a return rate
of roughly 40 percent.

These data were matched with the cohp]ete record from the brokerage
firm's files of transaction activity in each account between 1964 and
1970, The Tatter included statistics on trading frequency, trading volume,
number of different securities traded, and percentage breakdowns by
particular transaction types-e.g. margin trades, short sales, odd-lot
transactions, etc.\\

The result is a comprehensive picture of both the circumstances and
market participation of the individuals surveyed.

Organized around this data base, the thrust of the investigation
was two fold: first, to identify the small investor's personal situation,
his self perceptions, and the nature of his investment strategy
deliberations; second, to create from the account transactions file an
historical record of portfolio positions and realized investment returns
for the group, spanning a range of market conditions over a 6-year period.

Within this project, a number of investigations which attempted to

provide information relevant to such appraisals were issued in different

journals beginning from May, 1974.
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As stated by Lease, Lewellen, and Sch]arbaum, the initial results
of the study which were published in May, 1974, provides a unique body of
data on the characteristics, motives, style, and make up of the active

individual participant in the American securities market.

a) Demographic Characteristics
The survey group were found to be heavily male, relatively old, and
reasonably affluent,
Being more specific, the authors found that
. four out of five of the respondents were men,
. four out of five were married,
. nearly a third were age 65 or older,
. just under half enjoyed an annual income exceeding § 25.000,
. the great majority of those employed worked in professional and
managerial occupations,
. one-third were either retired or housewives,
and

. more than half had attained at least the bachelor's degree level in

their educational background.

b) Investment Objectives and Strategies
“As the results of the survey revealed, almost two out of every
three respondents described themselves as using either entirely or heavily
fundamental personal approach to the evaluation of individual securities.
Approximately one-fourth! typically relied instead on their brokers or some
other professional source of advice for recommendations.
According to the respendents, long term capital appreciation was

the main investment concern, with short-term gains clearly at the bottom
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of the list.

They had a well-diversified portfolio of income and capital
appreciation securities in roughly 40/60 proportions.

They were proven to use one of the broad+based market indexes as
the benchmark by which to judge thefr personal investment performance

results.

c¢) Decision Process
Examination of the certain dimensions of the decision process
suggested that

. roughly half of the sample spent less than five hours a month and less
than $15 a year, on collecting the information for and making decisions
about the securities in its portfolios.

. the most majority of the respondents transacted their securities
business through a brokerage firm. 80 percent of those tried more than
one such house over the years.

. a substantial percentage of the group, in their activities, engaged in
one or more of the "sophisticated" forms of market participation: short

sales,margin purchases, and the like.

d) Perceptions and Opinions

When the investor's subjective evaluation of his market environment
and of his self-defined personal role therein were asked, the respondents
claimed to enjoy investing, and to feel they would have sacrificed a
fair portion of that pleasure if they had let institutions administer
their funds.

It was also claimed that they were ready to expose themselves to

substantial risks in order to achieve significant portfolio returns.
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Depending on the same survey data, in their thirdly published study,
Lease, Lewellen, and Schlarbaum {1977) focused on key bi-or tri-variate
relationships among the important constituents of investment strategy
and style through cross-classifications.

In order to manifest the mulfidimensional nature of the process and
summarize their findings the authors then used the Automatic Interaction
Detection (AID) analysis whiich provides an especially convenient vehicle
for both executing and displaying such an overview.

The AID algorithm was developed specifically for use in situations
where there is some reason to believe that the impacts of the possihle
candidate independent variables are not Wiform across all segments of
the population being sampled, where a number of those proposed variables
are neither ordinal nor continuous, and where the assumptions of
additivity and linearity in the underlying influences may not be
appropriate. The nssu]t of the analysis is a series of partitions of
the sample that indicate which independent variables have the most
powerful influences, and in which order.

In the three AID runs made, (1)-the percentage of the individual
investor's portfolio he reports as committed to "income" securities;

(2) the fraction of his actual total transactions over the 7-year study
interyal which appear in the file "solicited" trades; and (3) the average
annual return he believes is attainable from his portfolio were treated
as dependent variables. Independent variables were seven demographic
attributes plus 22 variables related to the investment decision process.

The first of the dependent variables is an effective proxy for

basic inveétment objectives and philosophy. The second encapsulates



the essence of differences in security-analytic and decision-making styles
within the sample. And the third is a central element in the investor's
evaluation of his surrounding market environment and opportunities. Table
1.5.1 conveys the findings of the first AID run which are closely related
to the objectives of the present thesis. .

With regard to’the income-security component of the portfolio, the
most powerful influence on the allocation decision was found to be the

investor's age.



Family-Self
lAge56$5yrs <::::: 64% Unemployed
/ A Family=Self+ < 58%
Age 55 years 54% Employed
51% 46%
Ao 55-64 Females 54%
e -
g 467, yrs Fundamental analysts 50%
Males 44% <::::::::j
: A1l other analysis 39%
Full Sample
y-41% - Females 39%
, Anal-time 3 hrs/mo.
Age 45-54 yrs : 36%
31% , Males 29%
Age 55 years ~ Anal-time 3hrs/mo.
28% | Portfolio 10 26%
Age  45yrs firms 35%
24%
Portfolio 10
firms 20%

Table 1.5.1. Percentage of the investment portfolio allocated to securities designed primarily to produce
dividend income (overall RZ= .223)

(Lease, Lewellen, Schlarbaum, 1977)

_OZ_
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Further, within both age groups (below-55; and 55 and over), the
next best predictor of the individual observations was also age. In the
resulting four-way split, the income-security percentages were seen to
rise steadily with age.

For individuals who were 65 or older, family size had an effect
on strategy. Single investors in that bracket were found to seek income
more heavily than the persons having families. Within the group having
families, those employed were less concerned with investment income than
those who are not.

In both the 45-54 and 55-64 subsamples female investors concentrated
more on income securities than did their male counterparts.

For males of both age brackets, the "fundamental analysts, and
those who spent very little time each mouth on managing their portfolios,
appeared to granitate toward income securities. |

Finally, in the below-45 age category, well divefsified investqrs
of both sexes were the ones who preferred dividend returns.

According to the results of the second and third AID runs, the
most potent influence on behavior was’again age.

The older the investor, the less the relience on broker's advice.
Females were more broker reliant.

The rationale for. the education and occupation influences detected
for females was more transparent; presumab]y, greater education should
enchance analytical prowess and encouragé a more independent decision mode.

A11 the results appeared consistent with the messages from the

cross-classification analyses placed in the first part of the paper.
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1.6 Market Segmentation

Market segmentation is one of the most hotly debated and
intensively pursued topics in the field of marketing. Segmentation is
based upon developments on the demand side of the market and represents
a rational and more precise adjustment of product and marketing effort
to consumer or user requirements.

The marketing literature views consumer segmentation as providing
an opportunity rather than posing a problem, in that product sales
effort can be profitably differentiated.

Engel, Fiorillo, and Cayley (1972)‘ho]d out substantial benefits

from a concept of segmentation based on three propositions:

(1) Consumers are different;
(2) Their differences are reflected in product demand differences; and
(3) The consumer groups can, in practice, be successfully isolated.
Research on market segmentation can often be associated with one

of two general schools of thought. These are
(a) the behaviorally oriented school, and
(b) the decision-oriented school.
The differences between the behaviorist and decision-oriented schools of
market segmentation research can be summarized as follows:
(a) the behaviorally oriented research

- identifies and documents group differences

- researches for predictors of such differences

- contributes to theory of why such differences occur

(b) the decision-oriented research
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- assumes that some differences do infact exist and focuses on how
meaningful segments can be "carved out" from the heteregeneous
population.

- searches for good predictors to aid in the "carving out" process.

- develops procedures for allocating marketing resources to segments

(Frank, Marry, and Wind; 1972, p. 14).

1.7 Marketing Activities in Service Industries

In an analysis of marketing activities in service industries,
George and Barksdale (1974) concluded that although service industries
have experienced unprecedented expansion in recent years, "the marketing
function appears to be less structured in service companies than in
manufacturing firms.... Fragmentation of marketing activities in service
firms holds true for all components of the marketing mix." Moreover,
service firms appear to allocate a relatively smaller proportion of their
operating budgets to marketing activity than manufacturing firms.
Marketing has traditionally been the neglected stepsister in most service
industries (Anderson, Cox III, and Fulcker, 1976).
Donald H.Gerds (1973), a New York banking consultant, concurs:
"No matter how many computers you install, what
sort of management structure you use, or what
kind of economic planning you do, it's all for
nothing unless you know how to package and sell
your product and to position it in the market-
place. Packaged-good companies call it
"product differentiation". Many bankers don't

call it anything, because they still haven't
discovered what it is all about".
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Only recently has the commercial banking industry begun to learn
and implement marketing techniques that other industries applied decades
ago. Where the banking community has accepted marketing practices,
marketing research aimed at delineating market targets for programming
purposes is often focused on consumer demographic and sociopsychological
characteristics rather than on the criteria used by customers in making
bank: selection decisions (Anderson, Cox III, and Fulcher, 1976).

In the study, where the characteristics and savings behavior of
two customer groups (those who held thrift deposits in commercial banks,
in saving and loan associations) and the implications of the discriminator
variables for competitive marketing strategies of commercial banks and
saving and Toan associations were investigated, Henry Claycamp (1965)
has showed that frequently used socioeconomic variables (except age) were
of little value indiscriminating between the customer groups and the
differences in psychological variables that can be related to marketing
strategies existed between the two groups. These variables, such as
used for affiliation, achievement, and autonomy were found more closely
related to savings and loan associatiqns' customers. Result of the study
also showed that savings motives did not prove to be important discri-
minators between the two groups. Thus, there might be little competitive

advantage to be gained by an institution appealing directly to these

motives.
1.8 Market Segmentation in Securities Markets

Much of contemporary capital market theory assumes that the
participants in the marketplace are homogenous- in the nature of their

search for information, and in their consequent securities trading patterns.
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The capital asset pricing model rests on the following assumptions:
. A1l investors are riskaverse, expected utility maximizers
- Investors have homogeneous expectations about future returns for each
security

. Investors may lend or borrow as much as they like at a single risk-free
rate

. Investors have identical time horizons

. Information is freely available

. There are no transaction costs or taxes and each security is perfectly
divisible.

(Schwendiman, Pinches, 1975; Harrington, 1983).

In the present study, it is assumed and examined that the markets
for particular assets are segmented, in the sense that different groups of
investors concentrate on different groups of assets.

The paper by Lease, Lewellen, and Schlarbaum (1976) which constitutes
another part of their broadbased investigation project, also offers
evidence on the investment behavior of the individual investor that, in
general, supports the notion that segmentation does indeed exist and
discuss its implications for market théory, the marketing of financial
services, and the future demand for various financial assets. Having
examined the demographic backgrounds, investment attitudes, and portfolio
compositions of a retail broker's clients, the authors found that
individuals did appear to partition themselves into distinct groups
according to their individual circumstances. A standard cluster-analysis
procedure neatly sorted the sample into five demographic groups. Group

I was comprized almost entirely of retired male investors and Group II of
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relatively old- but still employed-males with a heavy representation of
partnership occupationai activities. Group III consisted predominantly
of younger professional men with substantial educational backgrounds.
Group IV was exclusively female, many of its members past retirement age
and few actively employed. Finally, Group V was made up completely of
unmarried individuals, young, and engaged generally in professional and
managerial job responsibilities.

Application of multiple discriminant analysis revealed that there
were sizable differences among the fine investor groups in their
investment goals, the kind of information they used, and the number and
kind of assets in their portfolios.

In general, the older investor was more conservative in his
| investment behavior, placed less emphasis on shortterm capital gains and
more on dividend income, relied less on broker advice, spent more time on
security analysis, and had a more diversified portfolios containing fewer
high-risk assets. The portfolios of older females were especially |
conservative, diversified, and dividend oriented.

The respondents' brokerage transactions over the period 1964 to
1970 revealed that the compositions of the portfolios produced by those
trades varied significantly across the five groups.Groups I (retired males)
IV (older females), and V (unmarried professionals and managerial perosns)
all held corporate securities, but Group I especially émphasized savings
accounts and fixed income securities. Groups II (older emplioyed males)
and III (highly educated young professionals) were strongly invested in

real estate and their own businesses.

This evidence of market fragmentation suggests that purveyors of



-27-

financial services have much to gain by being'se1éct1ve in their appeals

to various classes of customers.
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CHAPTER II

A FIELD STUDY ON THE INDIVIDUAL INVESTORS OF THE TURKISH SECURITIES MARKET

2.7 RESEARCH DESIGN AND METHODOLOGY

2.1.7 Problem formulation and research objectives

When investigating the individual investors we should except to be
confronted with a rich body of evidence about tﬁeir characteristics, self
perceptions, attitudes, objectives, and selection rules.

This study is a descriptive research. In particular, it addresses
emprically the matter of the customer profile, decision process and
satisfaction of the individual investor with respect to the type of the
security selected.

Due to their popularity and relatively high transaction volume two
main groups of securities taken into consideration in the study were
bonds (corporate and Government) and common stocks.

From the viewpoint of'investor, bonds represents longterm debt,
as contrasted with stocks which represent ownership. Claims of all |
bondholders have priority over the interest of the stockholders, both
preferred and common. Bonds usually contain a promise to pay a fixed
rate of interest, and their principal is_payab]e on a definite date.
Bonds normally give the holder no voice in management, except in case of
default. The bond holder takes risk-but relatively less risk than the
stockholder, in the same corporation. The quality of his bond, as
reflected in price and yield, depends on the degree to which the debtor

can be expected to fulfill these promises (Dougall, 1980). Cohn, Lease,
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Lewellen, and Schlarbaum (1975) states that, though the notion of the
“riskless asset" has been an important one in the development of modern
capital market theory, it is difficult in real world terms to designate
in general a particular asset or asset category as truly “riskless".

Four important differences exist between stocks and debt securities
and markets where they are traded. First corporate stocks are in effect
perpetual securities, with no maturity date. Second, in large part
because of the first difference, most of the trading is in the secondary
market, where the already outstanding securities are sold or exchanged.
Relatively small amounts of new issues are sold, especially in relation
to the total volume of stock outstanding. Third, trading in the secondary
market is dividéd into two major segments, the over-the-counter market
and the organized exchanges, whereas trading in bonds and mortgages is
chiefly over the counter. Fourth, whereas bonds have fixed interest
rates and maturity values, so that their yields are affected by price
changes occuring during their 1ife, common stocks have no fixed yie]ds.
Thus changes in prices of common stocks may result from either changes
in yields or changes in discount rates.

Individuals who heavily invest in bonds, and those who primarily
have common stocks in their portfolio constitutes the two main
jndividual investor groups that the study focuses on.

The first objective of the study is to distinquish the bond and
stock customers interms of demographic and psychographic characteristics
and portray the customer profiles of these investor groups.

It will also be available to find out who the individual investors

of the Turkish Securities Market are.
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The second objective of the research is theyinvestigation of
individual investor's decision process when he is making his portfolio and
choosing the type of the security to invest; and find out how bond
customers and common-stock holders differ in terms of their investment
objectives and strategies, 1nformat{on patterns, attitudes, expectations
and selection criteria.

Identifying the principal decision factors used and their relative
determinance in security selection decisions is énother objective of the
study.

The final objective is focused on the individual investor's
satisfaction with the performance of his securities portfolio, and his

future intentions.
2.1.2 Data Collection Procedure and Instrument

The necessary data for this study were collected from primary
sources by a structured and undisquised questionnaire, which is presented
in Appendix A.

Personal interviewing method of data collection was chosen, since
it possesses the general advantages of versatility, flexibility and
accuracy over mail and telephone surveys (Churchill, 1979). This method
of data collection permits a good dea]\of variation with respect to the
type of question that can be asked (Churchill, 1979). Depending on the
information, questionnaires can also be longer and more complex with
personal interviews.

The questionnaires were handed personally. The respondents names

were not solicited and they were assured of anonymity in the survey.
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Seventy-five percent of the distributed 60 questionnaires were completed
by the respondents in private, and returned directly to the brokerage
firms and the bank involved where they were then, collected by the
researcher.
The remaining of the questionnaires were administrated by personal,
face-to-face interviewing method.
Each of the interviewing approaches has their own advantages and
disadvantages:
Personel interview" represents a social interaction
situation. Thus, the replies of the person being
questioned are conditioned by the individual's
perceptions of the interviewer. This removes the
opportunity for the person to tell the interviewer
what he thinks the interviewer wants to hear or

the respondents that make him look good (Churchill,
1979, p. 165).

Personal interviewing may remove thé respondents unwillingness and
reluctance for cooperation to provide the information desired. Additiona]]y,
interviewer's presence creates an opportunity for the respondents to seek |
clasification on points of confusion from the interviewer (Churchill, 1979,
p. 175). |

These last two factors help to increase the amount and accuracy of
the information that can be obtained from respondents.

Self administrated method, on the other hand, permits greater
control of the bias due to interviewer-interviewee interaction; but

introduces a danger of sequence bias stems from the exposure of the whole

questionnaire (Churchill, 1979).
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2.1.3 Questionnaire

A structured-undisquised questionnaire which solicited information
on demographic characteristics, market attitudes, investment objectives,
decision mechanics, asset holdings, and return perceptions of individual
investors was utilized in this study.

The questionnaire was designed carefully to collect the desired
data and capture most of the critical aspects of investment behavior of
individuals, screening the relevant literature and previous research.

The survey instrument consisted of two main parts. In the first
part, questions covered four broad elements of investment activity in the
logical directional model of the overall investment process:

(1) Basic portfolio objectives |

(2) Information collection and decision processes

(3) Instrument selection

(4) Return perceptions, market attitudes and future intentions

Second part of the questionnaire included seven demographic
attributes as descriptors of investor characteristics: age, sex, marital
status, educational attainment, occupation, income, and possessions.

Required responses included the checking of multiple-choise
categories, frequency, ranking and scaled rating eva]uétions, and the
insertion of numbers and percentages.

Ordinal and interval scales were utilized in addition to nominal
and ratio scales. Ordinal-interval scales were of four-points, removing

the mid-point to reduce the indecisive responses.
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In constructing the final format, the quéstionnaire has been
pretested to ensure that the questions, scales and instructions were
clear to respondents. Having tested the initial questionnaire with a
typical sample of four respondents, wording and sequence of some gquestions
were changed in order to increase‘the reliability of the questionnaire

insuring stability, consistency, and accuracy of the information.

2.1.4 Sampling

Individual investors' demographic and socio-economic characteristics,
market attitudes and perceptions, and investment decision process have
been investigated among the clientele of four brokerage firms and the
securities department of T.is Bank in Istanbul.

A combination of judgemeht and convenience sampling was used to
select the respondents for the study.

The population in this study was purposively selected, and
considered to be all individual customers of the following five members
of Istanbul Securities Exchange:

Eczacibas1 Menkul Kiymetler A.S.

Semih Menkul Kiymetler A.S.

Yatirim Finansman A.S.

f1han 1zibelli-Cengiz Engin

T.is Bankas1 Menkul Kiymetler

It is believed that these firms and their clientele are quite
representative when the whole Turkish Securities Market is concerned.
The sample is comprised specifically of individuals who have been

“in the market" long enough-more than 4 years- in order to deal with
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investors who have developed both a behavior pattern, and a store of
experiences from which to respond.

The sample size is determined by using the following formula which
takes into account the required precision and confidence necessary to

answer the research problem:

n=p(1-p) (2/E)°
where

n=sampie size

p=percentage of customers who have been in the market more than
four years. The value of P is assumed to be 65%

Z-Standard error for 90 /confidence

E-the difference between the expected proportion (P) and the
universe proportion; 10% was chosen

n=0.65 (1-0.65) (1.64/0.10)%<61

The sample size is found 60, approximately.

They were planned to be drawn from the clientele of the firms
proportional to their customer numbers .

Sample elements were contacted by convenience. More than 100
individual investors were asked for their collaboration. Many of them
refused to participate.

Questionnaire were then presented to 60 investors who accepted to
participate voluntarily. 15 of those were interviewed personally, while
the others filled the questionnaire in their convenience and returned

later. - Of 45 distributed questionnaire 16 have been returned, and total
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26 questionnaire were utilized in data anaiysis}

Despite the personal interviewing method and assurance of anonymty,
very low response rate has occured. Refurals and low response rate
happened to be due to individuals' reluctance and hesitation to respond

to crucial questions about their income and asset position.

2.1.5 Hypotheses
2.1.5.1 First Hypothesis

Individual investors who manifest differences in concern with their
demographic and psychographic characteristics, do also differ interms of
the security'type selected to invest primarily.
a. Sub Hypotheses

Individual investors who manifest differences in
1) Sex
2) Age
3) Marital Status
4) Occupation
5) Educational Attainment
6) Annual income
7) Percentage of income invested in securities
8) Home ownership
9) General self confidence
10)Attitude toward risk taking

do differ interms of the selected security type- either bond or common

stock.
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b. Operational Definitions

The questionnaire asked the investors to specify the respective
percentages of the securities in their portfolio. These percentages
asked in question number four (See Appx. A) were used to identify the
two main investor groups which the investigation focused on:

(1) Bond Holders, and (2) Common Stock Holders. In the case that
the percentage of an investor's security holdings invested in Common
Stocks (or bonds) exceeded 50% of his total portfolio, he was regarded
as Common Stock (or bond) holder.

General Self Confidence: the extent to which the investor believes
himself to be capable in making important decisions. It is measured in
the study utilizing Question number 11 (Appx.A) "How often do you hesitate
in making important decision?" Four point scale was employed for answers:
(1) Not at all (2) Rarely (3) Often (4) Always. Attitude toward riék
taking: The investors' attitude toward risk taking, as embodied in his
degree of agreement with the statement "one should take substantial
financial risks to realize significant financial gains from investments".
Degree of agreement was measured on a scale of one to four: (1) Strongly

disagree (2) disagree (3) agree (4) strongly agree
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Table 2.1.1. summarizes the questions, scales, and variables utilized in

the hypothesis.

VARIABLES UTILIZED IN THE FIRST HYPOTHESIS Table 2.1.1

Question Dep. -Indep. Scales
Number Variabie Variables -
4 VAR 91 2-point scale of selected sec.type
18 . VAR 76 2-point scale of sex
19 VAR 77 5-point scale of age
20 VAR 78 3-point scale of marital status
21 VAR 79 4-point scale of income
22 VAR 80 4-point scale of occupation
23 VAR 81 6-point scale of education
25 VAR 90 2-point scale of homeownership
3 VAR 12 percentage of income invested in sec.
12 VAR 63 4-point frequency scale

8 VAR 41 4-point agreement scale

2.1.5.2 Second Hypothesis

The individual investors who primarily invest in bonds do differ
from those who primarily invest in common stocks in terms of their
Subhypotheses 1 Investment Objectives

2 Porfolio performance evaluation criterion

3 Information patterns

4 Investment approaches

5 percentage of annual income invested in securities
6 Hours spent on investment decisions

7 Portfolio composition
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a. Operational Definitons

. Investment Objectives - Investment objectives are thought of as
the most important factor determining the choice of an investor when
composing his securities portfo1iok The questionnaire required the
respondents to rank, from one to four (where one denoted as primarily
goal), preventing money from inflation, additional income, short-term
capital gain and long-term capital appreciationras portfolio objectives.

. Performance evaluation criterion- to determine the benchmark an
individual uses in setting his portfolio return goai, the respondents were
asked to indicate the primary standard against which an investor
compares his portfolio performance.

. Information Patterns - perceived quality and usefulness of seven
different investment information sources were rated on a four-point
"usefulness" scale, where a rating of one denoted "not useful" and a
rating of four "very useful". Banks, brokerage firms, professional
investment counselor, financial papers and periodicals, operation reports
of corporations, TV/newspapers, and recommendations of friends and
relatives were considered as the information sources used in investmeht
decisions.

. Investment Approaches - to determine the utilization rate of
different investment approaches by the investor groups, the respondents
were asked to indicate how frequently they take the following approaches
in reaching investment decisions, on a four-point scale ranging from never
(1) to always (4).

a) Fundamental Approach - defined as analysis of such fundamental factors

as general business conditions, industry outlook, earnings, dividends,
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quality of management, etc. (Hazard, Christie, 1964).
b) Technical Approach - defined as analysis of market factors such as
stock price movements, supply vs. demand, charts, indexes, etc. (Hazard,
Christie, 1964).

. Portfolio Composition - number of different type of securities

in one's portfolio.

2.1.5.3 Third Hypothesis

The individual investors who are distinguished in terms of the
selected security type that ultimately comprise their portfolio do possess
different opinions and investment attitudes.

a. Operational Definitions

Attitude: The concept "attitude" is used here to denote the sum
of an investor's inclinations, feelings, prejudice, ideas and convictions

about the securities market and investment concept.

To discern the attitudional basis of the observed group differences,
a series of "opinion" statements were included in the questionnaire using
the question number eight to which the respondents were asked to indicate
the extent of their agreement on a scale of one to four, where a rating

of one denoted "strong disagreement" and a rating of four "strong

agreement”.

2.1.5.4 Fourth Hypothesis

Perﬁeived importance of the attributes as security selection
criteria are different for the individual investors who differ in terms

of the selected security type (bonds vs. common stocks) that primarily
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constitute their portfolio.

a. Operational Definitions

Determinant attributes: Attitudes toward features which are most
closely related to preference or éctual purchase decisions are said to be
determinant.

Perceived importance of each security selection criterion was
measured in the study utilizing question numbef seven,

Each respondent was asked to indicate the importance of each
attribute along a four-point scale ranging from (1) Not Important at all

to (4) Very Important.

2.1.5.5 Fifth Hypothesis

The individual investors who differ'interms of the security type -
bond or common stock - invested in are more likely manifest differences
in their
1) Level of satisfaction with the realized return of their securities

portfolios; and

2) Future intentions related to investment decisions.

a. Operational Definitions

Level of satisfaction with realized return was measured by
utilizing question number thirteen "How satisfied are you with your
securities portfolio?" Four-point scale was utilized for answers. The
values of the scale are as follows: (1) Very Dissatisfied (2) Somewhat

Dissatisfied (3) Somewhat Satisfied (4) Very Satisfied.
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Intention was defined as the expression of what a person "thinks"
he would do if he were confronted with a given situation (Frank, Marry,
and Wind, 1972).

Question number fifteen "If you were given a substantial amount of
money to invest in securities which of the security type you would prefer?"
and question number sixteen "Are you planning to change your investment
type in the future?" were utilized in the study to measure the investment

tendencies of the individuals in the future.

2.1.6 Data Analyzing Methods

In this study, parametric or non-parametric several analysis
methods were utilized for testing the stated hypothesis.
The following table shows the analysis techniques used to test the

five main hypothesis.

Table 2.1.2.
Hypothesis Analysis technique
1 ‘ Chi-square
2 t-test; chi-square; spearman rank
3 Multiple Discriminant Analysis
4 Multiple Discriminant Analysis
Factor Analysis
5 Chi-square

a) Frequency Distribution

Frequency distribution is a technique for systematically arranging

collection of measures on a given variable to indicate the frequency of
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occurance of the different values of the variable. It is used in the
study to manifest some differences exist between the groups and portray

investor profiles.
b) Chi-Square Analysis

Cross-classification analysis is a convenient device for partition-
ing a sample across variables into groups for purposes of exposing
bivariate relationships (Lease, Lewellen, and Schlarbaum, 1976, p. 3071).

The analysis involves cross-tabulation matrices with significance
test applied to determine whether the two variables in question are
related, holding all other variables constant. The underlying test is a

2 on the differences between the observed cell size as predicted

simple X
values assuming homogenity across categories.

While the test explicitly addresses only the issue of whether a
relationship is present, does not measure its strength, the tabulations
provide a sense of the latter. To measure the strength of relationship
Contingency Coefficient or Cramer's V are used.

Chi-square Analysis is employed mainly to test first and fifth
hypothesis. ' |
c) t-test

t-test analysis focuses on the differences in the means between
two groups. It is suitable when the variables are measured in at least
on interval scale. The null hypothesis is stated as "the means are equal".

A nondirectional, two-tailed, test is conducted for testing the
differences between the mean ratings of the two investor groups on a

number of variables related to investment decision process.
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Since the size of both samples was below 30, and population
variances were unknown in this study, a different calculation method was
used to determine the standart error of the differences between two means,

and the value of t-statistics (See Appendix B).

d) Discriminant Analysis

Multiple Discriminant Analysis is utilized to discriminate the
investor groups who primarily invest in bonds and those who invest in
common stocks concerning several investor attitudes and security selection
criteria as hypothesized in the third and fourth hypothesis.

MDA involves deriving a linear combination of the independent
variables that will discriminate best between the two a priori groupings
(Statistical Package for the Social Science, p. 435). This is done by
maximizing the between-group variance relative to the within group variance
(SPSS, p. 439). . |

Discriminant SCore Z=3 (Disc.Coefficient P Ind.Vari)

L
i=1

The discriminant coefficients are assigned according to the
discriminating power of independent variables (Hair and Anderson, 1979,
p. 110). Disregarding signs, the higher the discriminant coefficient,
the more important the independent variable.

As such, the coefficients are more sensitive measures of investor
attitudes and security selection criteria than a similar table of means
of the variables. Moreover, the discriminant coefficients take into
account correlations among variables (Massy, 1965). 1In this regard, MDA

minimizes the multicollinearity among the independent variables.
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To assist in interpretation, the average Z score is calculated for
each group which is referred to as a centroid. FEach respondent in the
analysis is classified to where its Z score is in relation to the single
cutting score, which is the Z value used to classify an individual into
a group. Confusion matrix summarizes the number of correct and incorrect
classifications, and overall accuracy of the discriminant function that

were obtained by the discriminant analysis.

e) Factor Analysis

Factor analysis is utilized to determine the dimensions of security
selection criteria for the two main investor groups.

Factor analysis is primarily a tool to reduce a large number of
variables to a few interpretable constructs. It is useful when there is
a large number of variables and the correlations among these are distri-
buted from very high to very low levels (Aaker, 1971, p. 209). |

The primary purpose of factor analysis is the resolution of a set
of observed variables in terms of new categories called factors with
minimum loss of information (Wells and Sheth, 1971).

To interpret a factor, the variables that are highly correlated
with it are identified from the factor structure. These variables then

hopefully offerclues as to what the factor represents (Aaker, 1971, p.209).

2.1.7 Limitations of the Study
This study has certain limitations which should be taken into

account when to read.

Interpretation of the results must be subject to the following
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limitations, regarding the sample:

The sample was taken from one point in time, nonprobabilistic, and
too small in size,

This was mainly due to a high rate of refusals and very low
response rate caused by individuals' reluctance and hesitation to respond
to questions about their income and asset positions.

The fact that the sample was nonprobabilistic and small in size
had implications for the validity of statistical analysis.

Although validation problems which can be raised for each of the
purposes of discriminant analysis

first, 1s actual classification pctential as high as sample
estimates indicate?

second, are the true population profiles what they appear to be
from the sample results?

third, are the underlying sample-based dimensibns generalizable
to the population? |

are not restricted to small-sample research, the issue becomes
critical as the sample size decreased (Crash and Perrault, 1977).

Due to limited sample size, cost and time considerations, two
known methods (U-method,Jackknife analysis) for validition of

discriminant analysis could not be used.

Since the conclusions drawn from the results reflected the
attitudes and opinions of a certain group of people, the generalizations

of these conclusions may not be relevant to all individual investors of

the Turkish securities market.
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The limitations regarding the nonsampling errors arise because of
response bias and questionnaire design.

Some cricual questions about income and assets, which were asked
in direct manner, made some respondents feel uneasy when answering, and
led them to give answers that may not be very accurate.

Some fixed alternative questions, although they are more reliable
and productive, may not have been able to cover the range of possible
replies adequately and capture the respondents true feelings on the issue.

It is 1likely possible that the investment approches were not
understood weﬂl\by the respondents, though they all attempted to respond
for some reason causing a response bias.

The lack of literature regarding the securities market and
investors in Turkey was another Timitatioh of the study, which could have

been helpful to the writer with this study.
2.2 RESEARCH FINDINGS

Results on Data Analysis

Data Analysis presents the major findings of the study which

include the following:

. Frequencies of the variables related to each hypothesis.

. The results of testing each hypothesis and significance behind the

findings.

. The most important factors considered by two investor groups in

selecting security type to invest.

It should be noted that these findings are the facts of the study.

[
R
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Since the sample size is too small, they are not much available and

appropriate for generalizations.

2.2.1 Testing First Hypothesis

The first hypothesis states that individual investors who manifegt
differences in concern with their demographic and psychographic
characteristics and risk taking behavior, do differ in terms of the
security (either bond or common stock) which ultimately comprise their
portfolio. '

In testing the hypothesis, chi-square test was used to analyse the
data related to the degree of association between the type of security
where the individual investor primarily invested in and his demographic
and psychographic characteristics. To test the hypothesis, data from two
groups of investors namely Bond-Holders and Common Stock Holders were cross
tabulated. The analysis attempts to distinguish between the two groups of
investors on the basis of 10 variables Tisted in Table 2.2.1.

X2— tests of the ten Subhypothesis were performed seperately, and
in each instance, the investor groups were tested against a demographic

or psychographic variable.



Table 2.2.1

Investor Group Differences on Demographic and Psychographic Characteristics

DEPENDENT INDEPENDENT d.f. X2 Cramer's Contingency Significance
VARIABLE VARIABLE v Coefficient
.Investor . Sex 1 317 .234 .5736
Groupings . Age 2 2.486 .309 .2885
based on the | . Marital Status 1 0.462 .132 .4966
type of the |. Income 1 0.073 .053 .7858
security . Occupation 2 2.645 319 . 2664
primarily . Education 2 7.051 .521 .0294
selected . Percentage of Income invested
in securities 1 3.864 .359 .0500
. Home ownership ‘ 1 .963 .189 .3204
. General Self Confidence 2 .506 .139 .7763
. Attitude toward risk taking 2 .012 99

...817 -
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Table 2.2.1 summarizes the results of X2 tests of differences between the
Bond Holders and Common Stock Holders.

0f the 10 subhypothesis tested; fifth and seventh supported.
Statistically significant relationships were found between an investor's
primary instrument choise and:

2

. his educational level (X“=7.051, d.f.2 ,%<0.03)

. percentage of his annual income invested in securities
(X%=3.864, d.f.1 ,X<0.05)
As indicated by the Contingency Coefficent and Cramer's V values, strength
of the relationships were moderate. |

A more detailed presentation of the significant findings appear in

Cross-Classification tables 2.2.2. and 2.2.3.

Table 2.2.2 Investor groups vs. educational attainment.

Educational Attainment

Investor Groups H.S.Graduate BA/BS Master or Ph.D.
Bond-Holders 22.2% . 50.0% 27.8% 100%(18)
Common Stock-Holders 75.0% 25.0% 0.0% 100%(8)
X?a7.051 d.f. 2 Cramer's V=0.52 - oX<0.03

Among the "bond holder" investors, 77.8% had at least a college
degree and 27.8% got their masters or Ph.D.. Conversely, 75% of the

common stock-Holders graduated from high-school, and only 25% of them

had a college degree.
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Table 2.2.3 Investor groups vs.% of income invested in securities

‘ e e e . cas X
Percentage of income invested in securities

Investor Groups

0-25% Over 25%
Bond Holders 33.3% 66.7% 100% (18)
Common Stock Holders 75.0% 25.0% 100% (8)
*Co1lapsed into two categories ,
X2=3.864 d.f.=1 €.C.=0.359 o< <0.05

Percentage of the income invested 5n securities differentiated the
Bond Holders from the Commonstock Holders at the 0.05 level. 75% of
the CSH, claimed that they invest one-fourth of their annual income in
securities, and remaining of them said they exceed 25%. On the other
hand, 67% of the Bond Holders were found to be investing more than 25% of
their income in securities.

Table 2.2.4 represents frequencies of a number of demographic and
psychographic variables that "failed" to significantly differentiate the
Bond Holders and Common Stock Holders.

Though they were found insignificant, they might help to portray
the customers of the securities market, and investor group profiles.

An overview of the table reveals that almost all the individual
investors in the study were male, married, had their own home, and earned
more than 250.000.-TL. in a month. It also appeared that half of the
investors can be described as "risk averse", whereas the other half
expressed desire to take substantial financial risks to gain more from

investing in securities. Nearly 70 percent of the investors were found
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to have general-self confidence compared to 30 percent of those who
generally hesitate when making important decisions.

It is appearent that both groups were almost identical on these
variables.

Though the majority (65%) of the investors were elderly people,
37 percent of the common stock-holders were found to be younger and below
34 years old.

Approximately 38 percent of the groups were retired. While 50
percent of the Common Stock-Holders had their own business, 40 percent

of the Bond-Holders were salary earners.



Table 2.2.4

FREQUENCIES OF THE INVESTOR SAMPLE

T

Variable Total Sample Bond Holders CommonStock TestX2 Significance
Holders
Sex 3.16 .573
Male 88.5% 88.3% 100.0%
Female 11.5% 16.7% 0.0%
Age ' 2.486 .290
Under 34 19.2% 11.1% 37.5%
35-54 15.4% 16.7% 12.5%
55 and over 65.4% 72.2% 50.0%
Marital Status 462 .496
Married 96.2% 94 .4% 100.0%
Single 3.8% 5.6% 0.0%
Income {monthly) .073 .786
Under 250.000.- 15.4% 16.7% 12.5%
Over 250.000. - 84.6% 83.3% 87.5%
Occupation 2.645 .266
Self employed 30.8% 22.2% 50.0%
Salary earner 30.8% 38.9% 12.5%
Retired 38.5% 38.9% 37.5%
Education 7.051 .0294
H.S.Graduate 38.5% 22.2% 75.0%
BA/BS 42 .3% 50.0% 25.0%
Master or Ph.D. 19.2% - 27.8% 0.0%
Personal Possessions .963 .320
~ Own Home 92.3% 88.9% 100.0%
Rent 7.7% 10.1% 0.0%
% of income invested in securities . 3.864 .05
1-25 46 .2% 33.3% 75.0%
26-50 42 . 3% 50.0% 25.0%
Over 50 11.5% 16.7% 0.0%

_ZS_
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2.2.2 Testing Second Hypothesis

The second hypothesis states that individual investors who
primarily invest in bonds do differ from those who primarily invest in
commonstocks with respect to their investment strategy dimensions. Seven
subhypotheses attempt to cover the major dimensions of investment decision
process.

In the analysis of the second hypotheéis, t-statistics were
utilized for testing the subhypotheses. Subhypothesis two was tested by
Chi-square analysis.

Differences on the investment strategy dimensions were also
tabulated aé frequencies (percentages) on Table 2.2.5, expecting that

they might provide some additional information on group differences.
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Differences on Investment Strategy Dimensions

Variable Total Bond CommonStock
Sample Holders Holders statistics
I. Primary-Investment
Objective
Present money from
inflation 50.0%  44.4%  62.5%
Provide additional
income 30.8 38.9 12.5
Capital appreciation '
in S-Term 7.7 5.6 12.5
Capital appreciation
in L-Term 11.5 1.1 12.5
II. Primary standard to
compare portfolio
performance
Interest rate on saving
accounts 53.8% 61.1% 25.0%
Inflation rate 26.9 27.8 25.0
Personal standard or
pre-dete .rate 19.3 1.1 50.0
II1I. Usefulness of information
sources
a) Banks
Not useful 26.9% 16.7% 50.0%
Occasionally useful 30.8 38.9 12.5
Generally useful 38.4 44 .4 25.0
Always useful 3.9 0.0 12.5




Table 2.2.5 (Cont'd)
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Variable Total Bond CommonStock test
‘Sample Holders Holders statistics
b) Brokerage firms t
Not useful 15.4%  16.7% 12.5%
Occasionally
useful 15.4 11.1 25.0
Generally '
useful 38.4 33.3 50.0
Always useful  30.8 38.9 12.5
¢) Investment
Counselor t
Not useful 42.3% 44 4% 37.5%
Occasionally
useful 23.0 16.7 37.5%
Generally
useful 23.0 27.8 12.5%
Always useful 11.7 1.1 12.5%
d) Financial
papers and
periodicals : t
Not useful 23.0% 22.2% 25.0%
Occasionally
useful 7.7 0.0 25.0
Generally
useful 53.8 55.6 50.0
22.2 0.0

Always useful 15.5
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Table 2.2.5 (Cont'd)

Variable Total Bond CommonStock test
Sample Holders  Holders statistic
e )Operation reports of firms t
Not useful 23.0% 27.8% 12.5%
Occasionally useful 7.8 5.5 12.5
Generally useful 23.0 22.2 25.0
Always useful 11.7 16.7 0.0

f) Advertisements on

TV/Newspaper t
Not useful 42.3% 33.3% 62.5%
Occasionally useful 23.0 27.8 12.5
Generally useful 23.0 22.2 25.0
Always useful 11.7 16.7 0.0
g) Friends and relatives | t
Not useful 30.8% 27.8% 37.5% |
Occasionally useful 23.0 27.8 12.5
Generally useful 30.8 27.8 37.5
Always useful 15.4 6.6 12.5 ‘

IV: Investment approach
utilization
a) Relying primarily on
investment counselor's

advice t
Never 42.3% ~ 44.4% 37.5%
Rarely . 15.4 16.7 12.5
Frequently 26.9 22.2 37.5
15.4 16.7 12.5

Always
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Variable Total Bond  CommonStock  test:”
Sample  Holders Ho]dérs statistics
b) Fundamental Approach \ t
Never 26.9% 22.2% 37.5%
Rarely 11.5% 16.7 12.5
Frequently 34.6 44,4 12.5
Always 26.9 16.7 37.5
c) Technical Approach t
Never 38.5% 133.4% 50.0%
Rarely 15.4 22.2 0.0
Frequently 26.9 22.2 37.5
Always 19.2 22.2 12.5
d) Relying primarily on
bank or brokerage firm
for recommendations t
Never 23.1% 22.2% 25.0%
Rarely 19.2 16.7 25.0
Frequently 42.3 44 .4 50.0
Always 15.4 16.7 0.0
V. Percentage of income
invested in securities t
1-25% 46.2% 33.3% 75.0%
26-50% 42.3 50.0 25.0
Over 50% 11.5 16.7 0.0
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Table 2.2.5 (Cont'd)

Variable Total Bond CommonStock test
Sample Holders Holders statistics

VI . Hours/month spent on

investment decisions t
0-6 hours/month 61.5% 77.8% 25.0%

7-23 hours/month 30.8 16.7 62.5

24 hours and over 1.7 5.5 12.5

VII . Number of security types

in portfolio t
one ' 34.6% 38.9% 25.0%
two 34.6 27.8 50.0

three and more 30.8 33.3 25.0
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2:2:2.1.Testing Subhypothesis 1

The differences between the means of the reported investment
objectives of the investor groups were tested by t-statistics.

In testing the hypothesis respondents were asked to rank the
portfolio objectives, posed on the questionnaire, from 1 to 4, where "one"
denoted the primary goal. The mean rankings to each of the four objectives
were then calculated for the Bond Holder and CommonStock Holder groups
seperately (Appx.C).

Table 2.2.6 presents the results of two-tailed t-tests of the group:
means on each objectives.

The differences between the two investor groups in their reported
investment goals did not appear statistica]]y significant except for the
objective "provide additional income".

It was found that, a statistically significant (at the 0.05 level)
difference exist in the mean rankings of "additional income" objective
for the two groups. Additional income for family budget seemed to be more

important as a portfolio goal for the bond holders than that for the

commonstock holders.

Table 2.2.6 also contains the rank orders of the investment objectives

for the two investor groups.

As an overall assessment of investment objectives. "Spearman Rank
Correlation" analysis on ranks for the two groups was performed.
Since the calculated t {1.88) was found below the critical t

(4.303) fore{=0.05 and 2 d.f., the null hypothesis no agreement was rejected.
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There was a quite strong agreement in the rankings (Fs=0.8) of the
investment objectives of the bondholders and commonstock holders (App.D).

Although the differences were not significant in statistical sense,
examination of Table 2.2.5 may prbvide some insights into the investment
goals of different investor groups.

According to the both groups, preventing money from inflation
appeared to be the paramount invéstment concern. 62 percent of the
commonstock holders gave more emphasis on this objective compared to 44
percent of the bondholders.

While 39 percent of the bondholders are primarily concerned with
additional income when investing in securities, only 12.5 percent of the
commonstock holders invested for additional 1ncomef

Twenty five percent of the commonstock holder's, on the other hand,

asserted that they invested predominantly for capital appreciation. Half

of those chose short-term capital gain as primary investment goal, |



Table 2.2.6

Investment Objectives

t-test

BONDHOLDERS COMMON.STOCK HOLDERS
Variable % rank o % rank c
1 .order 1 2 order -2 t x
% Prevent money from inflation 1.78 (1) 3.33 1.63 (1) 2.00 .44
% Provide additional income for family budget 1.89 (2) 4.07 2.75 (2) 2.73 -2.1 0.05
% Capital appreciation in short-term 3.33 (3) 3.16 3.13 (4) 2.98 .55
% Capital appreciation in long-term 3.50 (4)  4.30 2.88  (3) 3.30 .63

Rank order 1 to 4
where (1) = primary objective
(4) = least important objective

_29_
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2.2.2.2. testing Subhypothesis 2

Chi-square analysis was utilized to determine the degree of
association between the type of security which ultimately comprise an
individual's portfolio and his priﬁary performance criterion used in
assessing his investment success.

As shown in the Contingency table 2.2.7, the relationship between
the variables are significant below the 0.1 ievel. The value of Contingency
Coefficient suggests that there is moderate association between the
"portfolio performance criterion" and individual investor groupings based
on their portfolio composition.

In short, the two main investor groups have different criterion to

judge their investment performance results.

Table 2.2.7 Inv. Groups vs. Portfolio Performance Criterion

Invester groupings Primary Portfolio Performance Criterion |

based on primarily |

selected securjty type Interest rate Inflation Personal ‘
on savings acc. Rate Standards

Bond Holders 61.1% 27.8% 11.1% 100.0% |

Com.Stock Holders 25.0% 25.0% 50.0%  100.0%

X2=5.09 2 d.f. £ >0.08 C=0.404

When asked about the performance criterion used in evaluating their
portfolios success, some 61% of the Bond Holders indicated that they
employed interest rates on savings accounts as benchmark. 50% of the

CommonStotk Holders, on the other hand, selected their personal standard
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and pre-determined rate of return as an amalgam of experience, evidence,
and concepts of "fair" yield. Nearly 25% of the both groups stated
"inflation rate" as their primary standard against which to compare their

portfolio performance.

2.2.2.3. testing Subhypothesis 3

Subhypothesis 3 states that the usefulneéss of information sources
differs from one investor group (Bound Holders) to another (CommonStock
Holders).

The investors were asked to rate the value of the various
information sources (on a scale one to four) according to usefulness to
them.

The results of the t-tests utilized in testing the subhypothesis
indicated that, for all of the information sources posed on the Table
2.2.8, the investor groups were consistent in their opinions, and they
did not differ significantly with respect to the perceived quality of
information obtained.

Spearman Rank Correlation anaﬁysis also proved that there was a
relatively strong (Fs=0.562) correlation between the rankings of the
information sources for the two dnvestor groups (Appendix D).

It is also noteworthy that, with regard to the usefulness of the
information gathered, majority of the both groups (over 60 percent)
appeared to consider the most valuable information they get from brokerage
firms and annual operation reports of firms, with almost equally credibility

and usefulness. As seen from Table 2.2.5, annual operation reports of the

firms were regarded as almost always useful by 75 percent of the
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Commonstok holders. 72% of the bond holders, on the other hand, claimed
that brokerage firms were the most useful information source for their
investment decisions.

Approximately 78 percent of the bondholders considered financial
papers and periodicals as the third most useful source, whereas 50 percent
of the common stock holders shared the same opinion.

Over 35 percent of the both investor groups (44.4% of Bond holders
and 37.5% CommonStock holders) claimed that banks are useful in sending
advice. However, half of the commonstok holders regarded this information
soruce as "not useful".

TV/newSpaper advertisements and private investment counselors were

thought of as unuseful in making investment decisions by 42.3 percent of

the total sample.



Table 2.2.8

Perceived usefulness of information sources

t-test

BOND HOLDERS

COM.STOCK HOLDERS

Variable x, rank G X, 2 t o<
Banks 2.17 (6) .79 2.00 .19 .42 1.675
Brokerage Firms 2.94 (1) 1 2.62 .92 .71 .484
Professional Investment Counselor 2.06 (7) 1 2.00 .07 .12 .906
Financial papers and periodicals 2.78 (2) .06 2.25 .88 .23 .232
Operation reports of firms 2.67 (3) .19 3.00 .07 | -.68 .503
Advertisements on TV/Newspapers 2.22 (5) N 1.62 .92 .33 .197
Friends and relatives .33 (4) 09 [2.25 a7 .18 861

Scale Values

) Not useful

) Occasionally useful
) Generally useful

) Always useful

(1
(2
(3
(4

- 99_
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2.2.2.4 testing Subhypothesis 4

Subhypothesis four states that the investor groups, namely bond
holders and commonstock holders, differ in terms of the utilization rate
of different investment approaches.

To determine the utilization rates of the four main investment
approaches, the respondents were asked to indicate "how frequently" they
take each approaches in reaching investment decision, on a four-point
scale.

t-test analysis applied on each of fhe four approaches did not
result in statistically significant differences between the investor
groups based on their mean approach utilization ratings. Each of the
four approaches was found to be utilized by’the two investor groups
almost equally. Fundamental approach was the most commanly used technique
among the investors. Relying on banks and brokerage firms appeared to be
the second way used by the investors in their investment decisions. |

Spearman Rank Correlation on the ranks of the four approaches for
the two investor groups, given in appendix D, also revealed that there
were a strong agreement between the bondholders and commonstock holders
in their rankings of the (rank order of means) investment approaches.

As seen from Table 2.2.5, 61 percent of the bondholders and 50
percent of the commonstock holders described themselves as using heavily
fundamental personal approach to the investment decisions, and relied
primarily on banks or their brokerage firms for recommendations.

Technical approach was found to be used by 44 percent of the bond

holders and.half of the common stockholders.




-68-

Fifty percent of the commonstock holders claimed that they rely
primarily on their investment counselor's advice, whereas 39 percent of
the bondholders used counselors' advice in their investment decision,

frequently.



Table 2.2.9

Investment Approach Utilization

t-test

_ BONDHOLDERS COM.STOCK HOLDERS
RGN A S S S
Fundamental Approach .55 (1)  1.085 [2.50 (1)  1.414 | .33 745
Technical Approach 2.33  (2) 1.188 {2.13 (3) 1.246 .41 .688
Rely primarily on bank or brokerage firm for
recommendations 2.55 (1) 1.092 2.25 (2) .886 .82 420
Rely primarily on investment counselor's advice 2.11 (3) 1.183 12.25 (2) 1.f65 -.28 .784

Scale VYalues

(1) Never (2) Rarely

(3) Frequently (4) Always

_69_
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2.2.2.5 testing Subhypotheses 5, 6, and 7

Subhypotheses five, six, and seven state that the two investor

groups (Bondholders and CommonStock Holders) differ in terms of their

. percentage of annual income inveéted in securities

. time spent on investment decisions

. portfolio composition which based on the number of different types of
securities.

In testing these hypotheses, f-test analysis produced significant
result only for the fifth hypothesis. Table 2.2.10 presents the results
of the tested hypotheses.

The two investor groups invested different percentage of their
annual income in securities: the bondholders allocated 34 percent of
their income for investing in securities, while the commonstock holders
invested 22 percent of their annual income in securities.

As seen in Table 2.25, 75 percent of the common stockholders
claimed that they could invest one-fourth of their income in securities,
on the other hand, over 80 percent of the bondholders allocated up to 50
percent of their income for securities, annually.

As already indicated, testing the subhypotheses 5 and 7 did not
result in statistically significant differences between the two groups.

Examination of the frequencies givén in Table 2.2.5 manifest some
differences exist between the BondHolders and CommonStock Holder groups:
The commonstock holders spent more time on investment analysis and
decision making when compared with the bondholders. 78 percent of the

bond holders spent Tess than 6 hours permonth for investment decisions.
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62.5 percent of the commonstock holders, on the dther hand, gave their
7-23 hours in a month, and 12.5 percent of those exceeded 24 hours.

Though the mean values were almost same for the two investor groups,
it is appearent from table 2.2.5 that 75 percent of the commonstock holders
had at least one other type of instrument in their securities portfolio
and 25 percent of them invested in three or more types of securities
when making their portfolios. 39 percent of the bondholders, on the other
hand, had only fixed income securities in their portfolios. However, 33

percent of them were seeking more diversified portfolios.



Table 2.2.10

Testing Subhypotheses 5, 6, and 7

t-test results

BOND HOLDERS

COM.STOCK HOLDERS

Variable X] S i7 G & X
% income invested in securities] 34.2 16.75 22.5 13.0 6.9 0.01
Hours/month spent on investment decision2 8.77 12.55 12.37 9.6 -.72 .479
Number of diff. types of securities in portfoh'oj 1.94 3.60 2.00 2.0 -.174 0.8

1. min 5% max 70%
2. min 0 max 50 hours

3. min 1 max 3 types
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2.2.3 Testing Third Hypothesis

For testing the third hypothesis, Multiple Discriminant Analysis
(MDA) was utulized to discriminate between the individual investor groups
(BondHolders and CommonStock Holders) according to several investing
opinions and attitudes.

In the analysis of the importance of specific variables in
discriminating between the two groups, comparisons between the means of
the groups were first made on a univariate basis, then all variables were
included in a multivariate two-way discriminant analysis.

As seen from the Table 2.2.11, the discriminant function was found
statistically significant (X2=23.26) at the 0.01 level, suggesting that
substantial intergroup attitude variations do infact prevail. As indicated
by the values of Canonical Correlation and Wilks' Lambda which are equal
0.84, and 0.294 respectively, ten independent variables accounted for
70.6 percent of discrimination between the groups.

Although univariate comparisoris of groyp means do not produce
information about the net contribution of the variables in discriminating
between the groups, they provide profile information which aid the
interpretation of results of multivariate analysis (Claycamp, 1965, p.165).

Table 2.2.12 summarizes the outcome of a MDA of group differences
based on investor attitudes.

Test of differences between means of each variable included in the

analysis revealed that variables 3, 4, 6, and 9 were themselves statistically

significant, as indicated in Table 2.12.12.
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Table 2.2.11

Canonical Discriminant Function of BondHolder and

CommonStock Holder Groups in relation to Investor

Attitudes
Canonical Wilks' Chi d.f. Significance
Correlation Lambda Square
.840 .294 23.264 10 .0098
Table 2.2.13
Standardized Canonical Discriminant
Function Coefficients
Opinion I | Opinion o
Statements Coefficient Statements Coefficient
1 - .9231 : 6 1.1655
2 .9848 ' 7 1.0244
3 1.0109 8 - .9366
4 - .0224 9 .4402
5 - .0176 10 .2661
Group Centroids : Bond Holders -.99275
CommonStock Holders 2.23368




Table 2.2.12

Multiple Discriminant Analysis of Investor Attitudes

) Mean aqreement
Opinion Statement rating L .
BOND COM.STGCK WILKS Univariate Significance
HOLDERS __ |HOLDERS L AMBDA r

1. An invester should take substantial financial risks to *

realize significant financial gains 2.56 2.38 .99024 .2365 .6311
2. Investment is an effort to prevent "a lot of" money

from becoming "little" by the time. 2.89 2.87 .99995 .0011 9737
3. An investor should share not only the "profit" but

also the "loss" as well. 2.33 3.63 .65922 12.4100 .0017
4. I enjoy managing my securities portfolio by myself. 3.00 3.63 .82029 5.2580 .0309
5. 1 am better informed about the securities market than

most of the individual investors. . 2.67 2.75 .99803 .0473 .8296
6. The individual investor who regularly trades his |

securities is likely to fare better than the i ‘ A

individual who holds out for the long run. 2.44 3.13 .87100 3.555 .0715
7. Given the risk level of my portfolio, my average

realized return has been quite Tow. 2.33 2.25 .99752 .0595 .8093
8. Securities prices are not predictable in the short-run| 2.83 2.62 .96366 .9050
9. In the coming five years, inflation rate will decreasel,

accordingly interest rates will be reduced. 2.56 3.13 .88118 3.236 .0846
10. I hesitate when making important decisions. 1.94 2.00 .99899 .0242 .8776

_SL_

Agreement Rating (1) Strongly Disagree

(2) Strongly Agree
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Table 2.2.13 presents the discriminant coefficients of the 10
independent variables for the discriminant function. The higher the
coefficient, the better the variable as a discriminator between the two
groups. Accordingly, variables 6, 7, 8, and 1 (ordered by their relative
discriminating power) were the most important variables discriminating
the investor groups.

Group centroids, as indicated in Table 2.2.13 were as follows:

Bond Holders - .99275

Com. StockHolders 2.23368

For the present set of findings, it appeared that three variables
related to "porffolio dynamism","satisfaction with realized return" and
"willingness to share loss" were positively associated with the
probability of being Common Stock Holder, whereas the twb variables
related to "risk taking behavior" and "security price forecasting" were
found to be associated with the bond holder group.

Table 2.2.14 is known as a "confusion matrix" and helps visualize
exactly how accurate the discriminant function was in predicting group
membership.

The results in 96 percent of cases significantly distinguish
between the bond holder and commonstock holder groups.

The proportional chance criterion is 57.4%% Since the overall
classification accuracy is 96 percent there is approximately a 39 percent

improvement is prediction accuracy through the use of discriminant

function.



-77-

Table 2.2.14° ~ c e

Confusion Matrix =~ ... ...

Predicted Group Membership

Actual Group Number of Cases

Membership o " " 'Bond Holders ~ Com.Stock Holders
Bond Holders 18 17 1
CommonStock Holders. .. 8..... .. .. ... .. 0..... ... 8.

Percent of "Grouped" cases correctly classifed 96.15%

*Cpro-P2+(1—F2)

Cpro:(—;-68——)2+(_2-§——)2=0 574

2.2.4 Testing Fourth Hypothesis

The fourth hypothesis states that perceived impoftance of the
attributes for security selection criteria are different for the two main
individual investor groups, namely BondHolders and CommonStock Holders.

For testing the fourth hypothesis Multiple Discriminant Analysis
was utilized to discriminate between the two investor groups in terms of

various security selection criteria which may have influence on

investment decisions.

As shown in the Table 2.2.15, the Canonical discriminant function

is not statistically significant. This implies that the investigation

of the discriminant function would not be worthwhile.
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Table 2.2.15

Canonical Discriminant Function of Bond Holder and
Common Stock Holder Groups in Relation to Security

Selection Criteria

Canonical Correlations WiTks' Lambda  Chi-Square d.f. Significance

797 R ! 17.656 13 .1710

Table 2.2.16 presents the findings, on a univariate basis, obtained
in the Multivariate Discriminant Analysis of group differences. As already
stated, univariate comparisons of groups means do not produce information
about the net contribution of the variables in discriminating between the
groups, but provide profile information.

Test of differences between group means of éach'variable included
analysis indicated that variables 1, 7 and 8 produced significant F ratios
below the .02 probability level. "Reputation of the firmf, fsafetyfvand
"past performance of the firm invested in" were the variables which
significantly differed between the two investor groups. OppOftunity of
purchasing security below nominal value also yield differences
significant at the 0.08 level.

A more detailed presentation of the significant findings appears
in Table 2.2.17.

It can be seen from the both tabulations that Bond-Holders were

more sensitive to "safety" factor and assessed remarkable high importance

to there attributes.



Table 2.2.16

Multiple Discriminant Analysis of Security Selection Criteria

Mean importance
ratings for

_61_

Variables BOND COM.STOCK  WILKS' Univgriate Significance
HOLDERS HOLDERS LAMBDA
. Safety 3.94 3.25 .7597 7.591 0.011
. Liquidity of Security 3.22 3.50 .9781 .537
. Expected Return 3.55 3.12 .9495 1.275
. Payment Terms of return 2.72 2.12 .9351 1.664
. Maturity period 2.50 1.88 .9081 2.429
. Opportunity to buy below nominal value 2.05 1.38 .8800 3.271 0.083
. Reputation of the firm where invested in 3.89 2.75 .7063 9.979 0.004
. Past performance of the firm wheré invested in 3.94 3.25 .7963 6.137 0.021
. Anonimity of investor 2.66 - 3.13 .9637 .904
. Guarantee of the principal 3.67 3.13 L9121 2.31
. Inflation rate 3.55 3.00 - .9152 2.224
. Tax exemption 2.72 3.38 .9152 2.222
. Denomination value of securities 2.61 1.88 .9067 2.471
Scale Values 1) Not important at all
' 4) Very important
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Twenty five present of the commonstock holders, on the other hand,
expressed that reputation and past performance of a firm are not important
when investing in securities.

Although the differences were not significant in statistical sense,
Commonstock holders attached comparatively more importance to the factors,
such as anonimity of investor and tax exemption, while BondHolders were
more concerned with inflation rate and denomination value of securities.
As seen from the Table 2.17 nearly 50 percent of the common stockholders
rated "anonimity of investor" as very important and over 87 percent of
them ascribed high importance on tax considerations. 67 percent of the
BondHolders stated that inflation rate is "very important" when making
investment decisions. For 62 percent of’the BondHo1ders'Henomination
value“was found important, while approximately the same percent of
CommonStockHolders, perceived this factor unimportant.

The two groups, on the other hand, appeared quite similar with
respect to the perceived importance of liquidity and expected return of
securities.

It is particularly noteworthy that BondHolders and CommonStock
Holders are not highly distinguishable on the basis of various selective
criteria.

In order to identify the dimensions of security selection criteria
seperate factor analysis were also performed for the two subject groups.
Since the number of observations were too Timited and did not permit
to fulfill the rule suggested by Hair, Andersen, Tathau and Giablowsky

(1985) for validation of factor analysis which states that the number of

the observations have to be at least 4 times greater than the number of
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variables involved, no conclusions could be drawn Concerning the

similarity of factor structures for the two investor groups (See Appendix

E).

2.2.5 testing Fifth Hypothesis

The fifth hypothesis states that the two investor groups, bond
holders and commonstock holders, have
. different Tevel of satisfaction with the realized return of their

securities portfolio, and
. different future intentions related to 1hvestment'decisions.

The hypotheses were not supported by the data. Since 96 percent
of the respondents expressed that they were pleased with the return of
their portfolios, subhypothesis 1 was not tested. Accordingly, in the
testing of second subhypothesis, both groups -appeared to be consistént
with their future intention related to investment decisions. As shown
in cross-classification matrix (Table 2.2.18), 33 percent of the bond
holders expressed desire and planned to change their investment type.
On the other hand, common stock holders were satisfied with their
selection and only one of them wanted to invest in other area. Majority

of those who wanted to change their investment type claimed that they

would invest in "real estate".

Table 2.2.18

Investor Groups Intention to change investment type
Yes No

Bond Holders 33.3% 66.6% 100%(18)
25t 8151 1004(8)

Com.Stock Holders
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Table 2.2.17

-8

2-

FREQUENCIES

Variable - TS BH CSH - Variable ' - TS BH CSH

Safety % % % Anonimity of inv. % % %

Not imp.at all 3.8 5.5 .0 Not imp.at all 19.2 27.8 12.5 .

Not important .0 .0 .0 Not important 15.4 11.1 12,5

Impor@ant 15.4 5.5 25.0 Important 30.8 33.3 25.0

Very important 80.8 88.0 75.0 Very Important 34.6 27.8 50.0

Liquidity Quarantee of |

. principal

Not imp.at all 3.8 5.5 .0 Not imp.at all 7.7 5.5 12.5 |

Not important 15.4 16.7 12.5 Not important .0 .0 .0

Important 26.9 27.8 25.0 Important 26.9 16.7 50.0 ;

Very Important 53.8 50.0 50.0 Very Important 65.4 77.8 37.5

Exp.Return

Not imp.at all 7.7 5.5 12.5 Inflation rate |

Not important 3.8 .0 12,5

Important 26.9 27.8 25.0 Not imp.at all 3.8 .0 12.5 |

Very important 61.6 66.7 50.0 Not important 15.5 16.7 12.5
_ Important 19.2 16.7 37.5

Payment terms Very important  61.5 66.6 37.5

Not imp.at all  23.1 16.7 37.5 1

Not important 23.1  27.8 12.5 :

Important 30.8 22.2 50.0 Tax exemption |

Very important 23.1  33.3 .0 Not imp.at all 15.4 16.7 12.5

Not important - 11.5 16.7 0

Maturity period Important 38.5 44.4 25.0

‘Not imp.at all 26.9 16.7. 50.0 Very important 34.6 22.2 62.5

Not important 23.1 22.2 25.0

Important 42.3 55.6 12.5

Very important 7.7 5.5 12.5

Acq.below nominal Denomination value

value

Not imp.at all 50.0 44.4 62.5 Not imp.at all 346 27.8 50.0

Not important 15.4 5.5 37.5 Not important 7.7 5.5 12.5

Important 34.6 50.1 .0 Important 42.3 44.5 37.5

Very important : .0 .0 .0 Very important 15.4 22.2 .0

Reputation of firm

Not imp.at all 11.5 .0 25.0

Not important .0 .0 .0

Important 11.5 11.0 25.0

Very important 76.9 89.9 50.0

Past performance

of firm ] 28 0 12.5

Not imp.at al . . . 0.02 Significant

Not 1'mgorta_nt ;573 5-2 }Sg #¥ P< S

ant . . .
Very i 46 94.5 62.5 ¥ P <O

Very important 84.
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CHAPTER III

SUMMARY, CONCLUSIONS AND IMPLICATIONS

This research aims to explore and describe the characteristics of
individual investors in Turkey and study the differences between bond-
holders and commonstock-holders in their demographic and socioeconomic
characteristics, investment objectives, decision mechanics, market
attitudes and return perceptions.

The study included 18 bond-holders and 8 commonstock-holders, which
added up to a total of 26 respondents.

The study conducted is a descriptive research. The necessary data
for this study was collected from the clientele of brokerage firms and a
bank by structured and undisquised questionnaire.

In testing the designed five hypotheses the data was analyzed by
using various analysis methods. '

The conclusions and implications of this study will be discussed

in the following two sections:

3.1. CONCLUSIONS OF THE SURVEY FINDINGS

3.1.1 Personal Characteristics

One of the significant insights revealed by the study is that
frequently used demographic and socioeconomic variables are of little
value in discriminating between two investor groups who mostly invest in
bonds and those who choose commonstocks.

The findings show that the majority of investors are male,

relatively old, retired and married. They enjoy a monthly income exceeding

250.000 TL. and have their own homes.
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The dominant discriminating variables are "educational background"
and fpercentage of income invested in securities"; that overriding occu-
pation and age as personal characteristics which make a relatively modest
contribution to the explanation of difference between the two investor
groups.

The bondholders, more than half having at least a bachelor's degree
are more educated than the commonstock holders. 'They invest relatively
greater percentage of their annual income in securities when compared with
their counterparts.

While the bond holder group mostly consisted of salary earners
(including retired people) and elderly people, the commonstock holders are

younger and more likely to have their own business which reflect their

sprit of enterprice.

3.1.2 Investment Objectives

As an investment objective, the prime concern of the both investor

groups is "to prevent money from inflation". Commonstock holders who also

seek capital appreciation in the long run place relatively more emphasis
on this goal.

Additional income for family budget appears to be the second
important investment goal for the bondholders and discriminates the two
investor groups in statistically signiffcant manner.

Besides to preventing deterioration of their money, bondholders
also want to support their family budget with the return of investments.

In appraising their success in achieving these ends, the bondholders

use interest rate on time deposits as a criterion, but commonstock holders
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have developed their own standard or predetermined rate as an internal
benchmark instead.

Although, their primary concern was inflation when investing in
securities, only one-fourth of them in both groups claim that they use
inflation rate as benchmark in evaluating this portfolios' performance.
Bondholders , on the other hand, are still consistent with their primary
investment objective to the extent that the interest rate to time deposits
has been over the inflation rate. But, it should be noted that, in the
presence of inflation, capitalizing earnings at a rate that parallel the
nominal interest rate, rather than the economically correct rate may cause
investors to cdmmit an error in evaluating their portfolios.

It is also important to point out that fluctuation in the inflation

rate,rather than the level of inflation influence the investors unfavourably.

3.1.3 Investment Approaches

A11 investors use the advice or opinion of others to a certain
extent. Some use the opinions of others merely to confirm or challenge
their own ideas. Others depend a]mosttentirely on others' advice or
counsel.

As the results of the study reveal, the investors utilize personal
approaches and others' advice almost equally.

The "fundamental approach” which requires studying such basic matters
as the financial statements, earnings, dividends, sales and management of
the companies and concerns with the general economic and political

circumstances is the most commonly used investment technique among the

investors.
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Both groups of investors trend to rely heavily on their brokerage
firms advice for portfolio decisions.

Technical approach which concentrates upon market trends and requires
more sophistication is found relatively less common among the investors.

In general, commonstock holders do more of their own security analysis
and allage more time on collecting information for and making decisions

about their portfolios

3.1.4 Information Sources

In Turkey, there are very limited sources of information in
investment business.

The results show that, as far as the perceived usefulness of
different information sources are concerned the two investor groups are in
agreement in their opinioné.

Brokerage firms and annual operation reports of companies followed
by financial papers and periodicals are thought of as the most valuable
sources of investment information.

In general, while commonstock holders largely depend on annual
operation reports of companies, bondholders ask advice and information
from brokerage houses,lwith almost equal creditibility and usefulness.

It is important that banks are thought of as relatively less helpful
in providing information and rendering advice.

Another important fact is the Tack of trust among investors

(especially commonstock holders) in TV and newspaper advertisements, which

could not be established since 1980's.
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3.1.5 Market Attitudes

Findings clearly show that the two investor groups differ notice .
ably in their assessments of the willingness to share loss as well as
profit, and in taking pleasure in managing their portfolios. They have
quite different views on the benefits of dynamic portfolios; and have
different expectations about inflation and interest rates.

More specifically the commonstock holders believe that "loss" is
the another aspect of the investment concept and it should be shared by
the investors.

When compared with bondholders, commonstock holders take more
pleasure making their own decisions and managing their portfolios. This
result suggests that the investors’ willingness for direct market participa-
tion has its origins in consideration of pleasure as well as profit.
Commonstok holders also believe in the benefits of dynamically managed
portfolios.

Consistent with their primary selection, commonstock holders expect

gradual reductions in the inflation rate and accordingly in interest rates

in the coming years.

3.1.6 Investment Attributes

Findings on the discriminating power of the investment attributes
show that attributes related to "safety" aspect of investments are the
main discriminators between the bondholder and commonstock holder groups.

As expected, bondholders are found to be more conservative when
taking risk. Accordingly, they appear more sensitive to "safety" factor

and assess cbmperative]y high importance to such attributes "safety",
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"reputation and past performance of the firm", and.“guafantee of
principal".

Most Tikely due do their total worth of portfolios, commonstock
holders are remarkab]y more concerned with factors such as tax exemption,
liquidity of security and anonimity of investors in descending order of

importance.

3.1.7 Risk and Return Perceptions

As suggested by the finance literature, the stock-bond ratio that
an investor chooses is the essential feature of his preferences regarding
risk-reward tradeoff. Depending on their willingness to bear risk,
investors will choose to hold different mixes of stocks and bonds.

It is important to note that, though the bondholders and commonstock
holders differ significantly in terms of the safety feature of investments
interestingly, they both appear almost identical in their willingness to
bear risk and express a moderate risk-taking desire.

It is also noteworthy that, a vast majority of the investors
constituting both groups are quite pleased with the return of their portfolios

and do not want to change their investment type.
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3.2. IMPLICATIONS OF THE STUDY

Implications to the Marketer

One of the most challenging tasks of the bank and brokerage
community should be to plan and execute a successful marketing strategy
for a period which promises to be fncreasing]y competitive.

Executives of banks and brokerage firms interested in improving
the efficiency of their marketing activities need a great deal of
information about their clientele and the generai nature of the market.

Eventhough the results of the study shed not much light on the
proof of "market segmentation”, a number of them argue for that conclusion.
There are some variables that do appear to have both statistical and manage-
rial significahce in distinguishing the bondholders and commonstock holders.

The findings show that most of the standard demographic attributes
are not important discriminators between the two groups. Thus, there
may be little competitive advantage to be gained by an institution appealing
directly to these attributes.

The finding that the bondholders are more educated and can
allocate greater percentage of their annual income to invest in securitiés
colud be useful for banks and brokerage firms in targeting their sales
effort and volume by investor type.

A significant variation between the main objectives of the two
groups was that the bondholders require additiona] income. Furthermore,
when the frequency of payments 1ncreased; bonds become more attractive to
those who seek additional income from their investments. Thus, firms or

financial intermediaries, to their best ability, should pay coupon yields

at least three or four times in a year.



-90-

Since both investor groups (strongly emphasized “"protection of
their money from inflationf, all advertisements should focus on this and
closely related aspects.

The investor who is unable or unwilling to make his own investment
selections has a limited sources of investment advice at his disposal. But

even if he relies somewhat on the opinions of others, the intelligent

investor should be able to judge the reasonableness of the opinion he seeks.

Depending on the finding that the bondholders rely relatively more
on brokerage firms for investment decisions and the commonstockholders
enjoy managing their securities portfolio on their own, banks and brokers
are advised to use profoundly different approaches in dealing with the two
investor groups and; after realizing type of investor, should assist at
different levels. However, regardless ofvthe nature of the relationship,
it must be their duty to deal fairly and; when recommending a security,

to take into account the customers investment goals and financial

circumstances.

It seems that by publishing company generated written information,
such as annual operation reports, proxy statements and quarterly reports
firms can indirectly advertise their relative standings, thus help
investors choose among them aécording to their own preferences. This is
in accordance with the findings of this research where a majority of

stockholders has been seeking for such data/information.

On the negative end, both investor groups, especially commonstock
holders, claimed that banks are not useful in rendering advice which
implies either banks are not providing adequate and sufficient information

intentionally for unknown reasons Or more 1ikely, employ unqualified
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personnel to do the job. Nevertheless, this point can be easily taken
care of by re-education and hiring qualified staff, thus improving their
advisory services.

It is a known fact that in Turkey, there is a lack of information
sources and this is even more profound in financial markets. The data
showed that investors seek such sources but cannot find much. This market
gap could be used effectively by initiating financial/trade oriented
publications for the benefit of consumers as well as banks/brokerage
firms in general.

As far as the personal investment approaches are concerned the
need and the value of published information about companies and overall
markets seem clearly appearent and significant. The type of information
that will be given to investors either be persuasive.or informative.
Brokerage firm/bank generated information, such as market letters, special
reports and weekly or monthly periodicals would be useful to the investors
and should be considered by the intermediate firms as an important and
effective promotion method. Firms may also advertise at regular intervals
a list of recommended securities. A more selective type of advertising
may be accomplished through direct mail solicidation based on a specialized
list.

Another essential finding along the lines of publishing and
advertising is the fact that due to recent collapse of brokers and the link

between th n and their ads on TV/newspapers, current ads on television do/

will have negative impact on investors. It may be logical

to be cautious or even quit using newspaper for current and near future ads.
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One of the attributes of the bondholders is their risk-averseness
which is reflected in their search for "safe" investments. The definition
of safe investment for bondholders is the one which is backed by a known,
reputable firm with a steadily grown past, and a potential to guarantee
the principal. External auditing system, when fully established, will
increase the realibility of reports published by firms, improve creditibility,
thus it will assist every party involved.

In conclusion, to create and establish confidence in the Turkish
Securities Market, where in the past such reliance was not merited, and to
inform and attract more investors, Capital Markets Board or Istanbul
Securities Exchange should prepare lectures, meetings, conduct investment
courses, set up direct 1iason with the academica, and di ct their effort
to educate brokers. In turn, in addition to their field experience,
brokerage firms should utilize guidelines provided by securities exchange
to educate and provide quality services to the public.

As a very effective educational media, holdings for on TV could
encourage public interest in the securities market and carry messages to a
vast audience.

As earlier mentioned the volume of the market can be increased by
increasing the variety of instruments trading in the market. New and
different types of securities such as commercial papers or floating notes
with adjustable interest rates and short maturity periods will attract

different groups of investors into the securities market.
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Implications for the Researcher

In spite of its limitations this research, being the first study
on the issue, may provide a useful point of departure for studying the
individual investors of the Turkish Securities Markets.

The sample in this study was so limited thatitinhibits generalizing
from the results already reported. It is therefore suggested to study a
large and representative sample of investorghx%q] be more helpful to the
marketer in decision making.

In this study, only two general types of investment alternatives
were incorporated into the analysis, but the approach it takes will
accomodate additional investment alternatives either. Studies including
other investment alternatives would also be very useful when investigating
the different groups investor for market segmentation purposes.

Useful information may also be found if bi or three- ariate
relationships of important discriminating demographic characteristics and
different dimensions of individuals' investment decision processes were
analyzed.

Analyzing the differences between bank customers and brokerage
firms customers with respect to their demographic, socio-economic and
psychographic characteristics would also be very useful to better understand

the individuals in the financial markets.

This study has two main contributions, one to literature the other
to the marketer.
It contributes to literature as this study differentiates two main

investor.groups, and as it is most likely the first research done about



-94-

individual security investor and securities market.
It contributes to the marketer, by helping then to understand and
get to know their market in order to take right decisions and effectively

allocate marketing effort.
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APPENDIX A

ANKET

Bodazici Universitesi Isletme Bolumlinde Menkul Kiymetler Piyasasi
konusunda hazirlamakta oldugum Lisansiisti Tezi'nin onemli bir bolumiini
olusturacak bu anketi 6zenle yanitlamanizi rica eder, ayirdiginiz kiymetli

zaman ve isbirliginiz i¢in tesekkirlerimi sunarim.

Ankette yer alan "Menkul Kiymetler" terimi genel anlamda hisse se-
nedi, tahvil, gelir ortakl1g1 senedi gibi kiymetli evraklari temsil etmek-

tedir.

Ankete verdiginiz yanitlarin giz1i1igini sadlamak amaci ile kesin-

TikTle kimlik belirtmeniz gerekmeyecektir.
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Asagidaki sorulari litfen en uygun kutuyu isaretleyerek ya da bos-

TukTara yazarak yanitlayiniz.

I- Tasarruflarimizi yaklasik ka¢ senedir asagida belirtilen
Menkul Kiymetler Piyasasi Araclarinda degerlendiriyorsunuz?

[:] Devlet Tahvili ... ....... yil
[] Hazine Bonosu .. ........ yil
[:] Sirket Tahvilleri Ceeererae yil
[:] Hisse Senetleri  ...vvvn... yil
[:] Gelir Ortakligr Senetleri ........ ..yl
[:1 Diger: ..iiiiiiiiinnenann S 4k

~2= Paranizi menkul kiymetlere yatirmaktaki amac ya da amaglarimiz

nelerdir?
Litfen asagidaki secenekieri en Onemli amaciniza uygun olanina

1 vermek sureti ile 1'den 5'e kadar siralayiniz.

Paranizi enflasyondan korumak

Aile biitcenize ek gelir saglamak

Kisa donemde sermaye kazanci elde etmek
Uzun donemde sermaye kazanct elde etmek

Himn .

) =Y

3- Toplam y1111k gelirinizin yaklasik yiizde kagini menkul kiymet-

lere yatiriyorsunuz?

4- Halihazirda Menkul Kiymetler Piyasasinaraclarindan hangilerine

sahipsiniz?
Sahip bulundugunuz her tip menkul kiymetin piyasa degerleri iize-
rinden portfoyliniiziin yaklasik yiizde kacin olusturdugunu yaziniz,

Devlet Tahvili /S
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[:] Hazine Bonosu Bevevennn.
[:] Sirket Tahvilleri ovevennn.
[:] Hisse Senetleri /2
[:] Gelir Ortakl1gs
Senetleri /A
L1 pigers.......... berinnls
% 1000

5- Toplam y1111k gelirinizin yaklasik yilizde kacini tasarruf ede-

biliyorsunuz? I 2R
Asagidaki seceneklerin herbiri tasarruflarinizin ylzde kaginmi

teskil ediyor?

LT Attan %

D Menkul Kiymetier Beennnnn
. Emlak, arsa Baeennns
[:] Banka Hesab1 Bevenean

6~ ILK ve SON menkul kiymetinizi ne sekilde edindiniz?

EnSon

—te
—t
~

Banka kanali ile satin aldim
Banker kanali ile satin aldmm
Hediye ya da miras olarak edindim
Bir baska sahistan satin aldim

OO0
I [

Dider : voeeeevinnn.. erreereaeas
7- Menkul Kiymet se¢iminizde asagida siralanan faktorler sizin

i¢in ne derece onemlidir?
Her faktoriin onemini en uygun rakami daire i¢ine alarak isaretleyiniz. j

Hig -

Onemli  Oldukca O0ldukca Cok
Degil Unems iz Onemli Unemli
- GUVENCE...vvvivneenrencanennnn. 1 2 3 4
- Paraya kolay ¢evrilebilme...... 1 2 3 4
- Beklenen getiri ........ jieach 1 2 3 4
- Faiz, temettii, vs.'nin odenme
Faiz, tem : ) 3 .

sek1i ve zamanl.....eeevvevnenn
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Hig §
Oneml i Olduk¢a  0ldukca Cok
Degil Onemsiz ~ Onemli ~ Onemli
-Vade .....coiiiiiiiiiinn.. 1 2 3 4
- Nominal (itibari) deder altin-
da satin alabilme imkani...... 1 2 3 4
- Yatirim yapilan sirketin inii.. 1 2 3 4
- Yatiram yapilan sirketin geg-
misteki basarisi ............ 1 2 3 4
- Menkul Kiymetin hamiline yaz1i-
T10TUSU vovnnnereiiiiinennn.. 1 2 3 4
- Anapara garantisi ............ 1 2 3 4
- Enflasyon orani .............. 1 2 3 4
- Vergiden muaflik ............. 1 2 3 4
- Diger kisilere transfer edile-
bilirlik «.vvvverveviinnnn.. 1 2 3 4
- Nominal sat1s degerleri ..... 1 2 3 4
- Diger @ vt 1 2 3 4

8- Asagjidaki goriislere kat111p katilmad1ginizi, her bir ifade icin
yarginizi gosteren en uygun rakami isaretleyerek belirtiniz.
-KK : Kesinlikle Katilmiyorum -K : Katilmiyorum

+KK : Kesinlikle Katiliyorum tK Két1]1yorum

KK =K +K KK

- Bir yatirimci ¢ok kazanabilmek ic¢in

onemli ristler lstlenebilmelidir ....... 1 2 3 4
- Yatirim belli bir miktar parayi zamanla

eriyip,ufalmaktan koruyan bir cabadir.... 1 2 3 4
- Bir yatirmmc1 kara oldugu kadar zarara da

ortak oImalidir coeeerieriiennernerannanns 1 2 3 4
- Menkul kiymetler porfoyimii kendim idare

etmekten ayr1 bir zevk alirmm ............. 1 2 3 4

- Menkul kiymetler piyasasi hakk1qda'biy.
tasarruf sahibi olarak oldukca iyi bilgiye

Y- (h1 1 1| H A R R R R S
- Elindeki menkul kiymetleri siirekli alip
satarak portfoyinin canl1l1gin saglayan
bir yatirimci,uzun donemde kazanmayn bekle-
yen bir yatirimcidan genellikle daha karls
AUrumdadir oeeeveeerrereanarotenaranaeane
- Tas1d1§1 riske nazaran menkal k1ymet]er
portfoylmin getirisi oldukca yetersiz ....
- Menkul kiymet fiyatlarinin kisa donemde

tahmini mimkin olamamaktadir ....coeeevsenn
_ Gelecek bes y11 icinde enflasyon azalacak,
i LR e T eoio aranlart diisurile- B B i




-103-

9- Menkul Kiymetlerinizi degerlendirirken ya da yatirim kararlarinizi

verirken asagidaki yaklasimlari ne siklikta kullaniyorsunuz?

- Piyasa ve endistrinin genel durumu, te-
mettiler,sirket yonetiminin basarisi gibi
temel faktorlerin incelenmesi............

- Hisse senedi fiatlarinin degisimi,gra-
fikler,indeksler, arz ve talep dengesi
gibi piyasa faktorlerinin incelenmesi....

- Bankalarin ya da Bankerlik Kuruluslari-
nin tavsiyelerine dayanmak ..............

- Yatirim uzmanlarina danismak ..........

-------------------------------

-----------------------------------------

Hi¢ Nadiren Siksik Daima
1 2 3 4
1 2 3 4
1 2 4
1 2 4
1 2 3 4

10- Yatirimc1 ve tasarruf sahiplerinin menkul kiymet se¢iminde bas-

vurduklari bazi genel bilgi kaynaklari asagida verilmistir.
Liitfen herbirini, size kararlarinizda sagladigr yarar acisindan

degerlendirerek uygun buldugunuz rakami daire i¢ine almak suretiyle isaret-

leyiniz.

Bankalar...eeeeeeeeroeeeenscases
Bankerlik Kuruluslari ..........
Yatirim Danismanlari ...........
Ekonomi Dergi/Gazeteleri.........
Sirket faaliyet raporlari ......
TV/Gazete reklamlari ...........
Arkadas/Akraba tavsiyeleri .....
Diger @ covviierinreonncacnnenss

1

11- Onemli kararlar alirken tereddiit eder misiniz?

] Hi¢ tereddiit etmem

L1 Nadiren tereddit ederim
L] siksik tereddiit ederim
[ Dpaima tereddiit ederim

Hig
Faydall 0ldukca Olduk¢a Cok ‘
Degil  Faydasiz Faydali1 Faydali|
1 2 3 4
1 2 3 4
1 2 3 4
1 2 3 4
1 2 3 4
1 2: 3 4
1 2 3 4
1 2 3 4
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12- Menkul Kiymetler Portfoyiiniizii olustururken karar vermek icin

ayda yaklasik kac saatinizi ayiriyorsunuz?

13- Menkul Kiymetler Portfdyiiniiziin veriminden ne derecede memnunsunuz?
[:] Cok memnunum |
D Oldukca memnunum
[:] Pek memnun dedilim
[:] Hic memnun dedilim

14- Menkul Kiymetler Portfoyliniiziin verim1i1igini dederlendirmek icin
cesitli karsilastirmalar yaparken asagidakilerden hangisini kendinize temel

kistas olarak alirsiniz?

Tasarruf mevduatlarina uygulanan faiz oranlari
Enflasyon oram | /
Tanidiklarinizin portfoy verim]i1ik1eri

Altin fiyatlam

Kendi belirlediginiz oran ya da standartlar

OO0

D = o

15- Elinize gegen onemli bir miktar parayl menkul kiymetlere yatirarak

dederlendirmek istiyorsunuz. Hangi tip menkul kiymeti segcerdiniz? Liitfen, 1'den

5'e kadar numara vererek asagidaki secenekleri tercihinize gore siralayiniz. }

D Devlet Tahvili . |
[:] Sirket Tahvili }
[:] Hisse Senedi

[:] Gelir Ortakligir Senedi
[

[]

Hazine Bonosu |
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16- Gelecekte yatirim seklinizi degistirmeyi diisiiniiyor musunuz?

[:] Evet
[:] Hayir

17- Yanmitiniz "evet" ise, hangi tip yatirim seklini secmeyi diisii-
nliyorsunuz?

Yani1tlarinizi daha iyi anlayip, dederlendirebilmek i¢in sahsinizla
ilgili son birka¢ soru sormak istiyoruz. Yine belirtelim ki anketten edi-

nilen bilgiler hi¢ bir sekilde sahsinizla bagdastirilmayacaktir.

18- Cinsiyetiniz?

[ Erkek
[:J Kadin

19- Yasiniz?

L1

34 ve alt
[:] 35-44

D 45-54

[:] 55-64

[:] 65 ve lizeri
20- Medeni durumunuz?
Evli

[
[:] Bekar
[

Dul/Bosanmis
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21- Ailenizin net aylik geliri yaklasik ﬁé kadardir?
[:] 50.000 TL.n1in altinda
D 50.000-100.000 TL
[:] 100.000-250.000 TL
[:] 250.000 TLnin iizerinde
22- Mesleginiz?
23- Egitim durumunuz?
[:I Okur/yazar

[:] ITkokut

[:] Ortaokul

[:] Lise

[T oniversite

[:J Master veya Doktora

24- Asagirdaki ara¢c ve esyalardan sahip olduklarinizin markasim

belirtiniz.
Camasir makinasi D et eteaeerecrecatere e
Buzdolab1 l iieeeeeereeennann e e ennas
Otomobil D ittt irerierecnesneaennas
Televizyon D e reeetieteteraeereatenaeas
Video D e teterrrereenaenar e
Bulasik makinas1 D ettt eaererareee e
Muzik Seti D et teateereacet et e

25~ Oturdugunuz ev kendinizin mi, kira mi?

[:] Kendimizin

[:] Kira
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APPENDIX B

Testing the difference between two population means when population
variances are unknown:
the sample standard deviations are used to estimate the population

standard deviations

ny _ >
A2=% (xi.1" Xa)

) . 2
. is used to estimate G,

Ny-1
and
Mz = \2
A -
32;% (X‘:‘- 1X-’-) is used to estimate 6’22
-

Although unknown, if the two parent population variations can be
assumed equal, an estimate of the common population variance is generated

by pooling the samples to calculate

Ny s D= o
A, Z (Xirxf ) T _Z (xlz"xz)
S = = L=4

n,+nN, -2

The estimated standard error of the test statistics

5%

17 %= \/ S 5t

If the distribution of the variable in ea;h population can be assumed to

be normal, the appropriate test statistics is

te ()-(] -')-(2)" (/44 "/‘2)

which is t distributed with
y =N +n2—2 degrees of freedom.
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APPENDIX €

Group Means of Investment Objective Rankings

1- very important 4- not important at all

Provide additional income

Prevent money from inflation for family budget

Capital Appreciation in the

Long Run

Bond Holders Commonstock Holders Bond leders Commonstock Holders
1X1=7 1X5=5 1X7=7 1X1s1
2 X 9=18 2 X 1=-2 2 X 8=16 2 X2= 4
3X1=-1 3X2=6 3X1=3 3X3=9
4X1=4 4X0= 4X2=8 4X2=8
18 32 8 13 18 34 8 22
Xy=1.78 X,= 1.63 X;=1.89 X,= 2.75

Capital Appreciation in the

Short Run

Bond Holders

Commonstock Holders

Bond Holders

Commonstock Holders

1 X 1= TX1=1 1 X2=2 1X1=1
2 X0=0 2 X 1=2 2 X 1=2 2X36
3 X 9=27 3X2=6 3X1=3 3X0=0
4 X 8=32 4 X 4=16 4 X 14=56 4 X 4=16

18 60 8 25 18 63 8 23
X.= 3.33 X,= 3.13 X,= 3.5 X,= 2.88

1

2
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APPENDIX D

SPEARMAN RANK CORRELATIONS

Spearman-'s rank e 1 \_,_ 65 d2 |
Correlation coefficient n (n2-1)
_ [ n=2
t-calculated tc'rs\/] 5

—Y‘S

HYPOTHESIS II

Subhypothesis 1 Investment objective rankings

rPal1-—22__ o3 t.,74.303 (two-tail)
s 4(16-1)
X =0,05
ve2
t =0.8 \/ 2_ .1.88
¢ 1-0.64
Since tcr>tc Ho is rejected

Subhypothesis 3 Information Source‘s

6.20
r=1- =0,5625
s 4(48 t..=2.57

: « =0.05
t =0.64, [— =1.521
¢ 1-.413 V=5

i =0)is rejected
Since t > t, Ho (rs ) J
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Subhypothesis 4 Investment Approach

83 07

s 4(15)
tCY“-4'3O3

£.=0.7 2 .1.3% X=0.05
\ 1-0.49 -

Since tcr> tc Null hypothesis "no association" is rejected.




APPENDIX E

ROTATED FACTOR STRUCTURES OF SELECTION CRITERIA FOR TWO INVESTOR GROUPS

BOND-HOLDERS

COMMONSTOCK~-HOLDERS

Variables Factors Factors
I I1 IT1 IV ) h I II ITI 1V Vv h

Safety 972 .958 || .955 . .984
Liquidity of security .808 .729 .968  .998
Expected return .880 .795 721 .877
Payment terms of return .603  .708 .910 .982
Maturity period -.722 .743 901
Acquisition below nominal value .825 .737 .830 .957
Reputation of the firm .803 .740 | .828 .956
Past performance of the firm .972 .958 .839 .955
Anonimity of investor .733 .653 .623 .970
Guarantee of principal .883 .909 |l .950 .907
Inflation rate 775 .867 | .856 976
Tax exemption .621 .834 ‘ .796 979
Denomination value .834 .817 .918 .970 .
Eigenvalues 3.56 2.40 1.97  1.40 1.12 ,10.45 5.194 2.475 2.156 1.354 1.239 12.41
Contribution of Factors % . 27.4 18.4 15.1 10.7 8.7 80.4 40.0 19.0 16.6 10.4 9.5 95.5%
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