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The Appraisal of Equity Investments by Nigerian Investors 
 
 

Abstract 
 
The main aim of this paper is to examine how investors in Nigeria value shares. In 
particular, the paper investigates whether the investors use fundamental, technical 
and/or risk analysis to appraise their investments.  The paper also examines the 
information which investors employ for share valuation purposes as well as the source 
of any information considered. The results of interviews with 8 stockbrokers and 10 
investors from Nigeria are reported in this paper. A semi-structured questionnaire was 
used to guide these interviews with the questions drawn from the substantive 
literature.  
 
The main approach to share valuation employed by the Nigerian interviewees for this 
paper was fundamental analysis; investors and brokers forecast earning for a company 
and multiplied this prediction by a P/E ratio to estimate the intrinsic worth of a share. 
This intrinsic value was then compared with the current share price to see if the equity 
was under or over-valued. Other company fundamentals considered in the valuation 
process included cash flows and dividend information. In addition to fundamental 
analysis, technical and risk analyses were also undertaken to supplement any initial 
conclusions reached. Company financial statements and stockbroker reports were the 
main sources of information used by investors although qualitative information such 
as meetings with company executives was also important.  
 
One of the most striking implications of this research is that investors in Nigeria 
behave in a similar fashion to their counterparts in developed countries. The main area 
where they differ relates to the importance of political risk in the equity valuation 
within Nigeria; a reduction in this risk might help Nigerian equity values to increase. 
The key original feature of the analysis in this paper is that the views of senior 
stockbrokers and investors within Nigeria were ascertained. To date, most work in 
this area has focused on developed markets while the current paper considers the case 
for an emerging market. 
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Introduction 
 

Recent years have witnessed significant changes in the operation of the 

Nigerian Stock Exchange (NSE). In particular, over the last decade, the exchange has 

experienced a dramatic increase in market capitalisation, a sizeable growth in trading 

volume and a substantial rise in the number of listed companies (Africa Research 

Bulletin, 2007). In addition, share trading on the NSE has been automated, the 

geographical spread of the NSE floors across the country has improved and the 

settlement period for share transactions has been reduced to three days. Furthermore, 

laws which discouraged foreign investors from purchasing equity stakes in Nigerian 

companies have been reformed (Alile, 1996) and an Investment and Securities 

Tribunal has been introduced to arbitrate in any disputes between investors and 

brokers. As a result of these changes, interest in equity ownership among Nigerian 

investors has grown. Indeed, several new shareholders associations have sprung up 

while existing associations have grown in size (Amao and Amaeshi, 2007). However, 

very little is known about the interaction of investors with the NSE, especially since 

these changes have taken place. The current paper attempts to fill this gap. 

 This paper reports the findings from interviews with major stakeholders in the 

Nigerian stock market. These interviews concentrated mainly on: (i) the share 

valuation procedures employed by Nigerian investors; (ii) the equity investment 

decision-making processes followed; and (iii) the sources of information used by 

Nigerian investors. The remainder of this paper is organised as follows. The next 

section provides an overview of the NSE while, thereafter, a brief review of the 

literature is presented and the research method that was employed is outlined. The 

interview findings are then discussed and a number of concluding observations are 

offered. 
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An Overview of the Nigerian Capital Market 

The Nigerian capital market was established in 1960 with the formation of the 

Lagos stock exchange, although securities trading in the country dates back to 1946 

(Nwankwo, 1980)[1]. The exchange became operational in 1961 although, in its initial 

year of operation, the number of companies listed and the volume of trading was low. 

Over 1972-80, the exchange grew slightly as a process of indigenisation was 

implemented whereby foreign subsidiaries of multinational companies with 

operations in Nigeria were forced to obtain a listing on the NSE and sell a majority of 

the equity in these subsidiaries to nationals (Nwankwo, 1980; Yohannes, 1999). 

However, since 1981, there have been major changes to the structure and operation of 

the NSE and, as a result, trading activity and the number of firms listed on the 

exchange has increased significantly. In 1984, the exchange underwent significant 

change as the first stock market index was introduced, a Second-Tier Securities 

Market was established and more NSE branches were opened. As at 31st January 

2008, there were 11 branches of the NSE located in Abuja, Akwa Ibom, Benin, 

Ibadan, Kaduna, Kano, Kwara, Lagos, Onitsha, Port Harcourt and Yola, with the 

Lagos branch serving as the head office of the exchange. Each branch has a trading 

floor where quoted shares are bought and sold. Companies can also issue equity in 

order to raise new funds for capital projects. 

The environment in which investors operate in the Nigerian capital market is 

prescribed by a large number of laws[2]. Indeed, the amount of regulation increased 

dramatically in the 1990s. This increase coincided with an expansionary phase of 

stock market activity as the government encouraged equity investment and sought to 

reassure new investors about the environment in which they purchase securities. A 
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recent development in the legal environment was the establishment of the Investment 

and Securities Tribunal (IST) in 1999[3]. The Tribunal is an independent, specialised 

judicial body which was established under section 224 of the ISA 1999. It is vested 

with the responsibility for adjudicating on disputes and controversies arising from 

capital market transactions and pension matters[4]. The Tribunal was established to 

ensure that the Nigerian stock market conformed to the world-wide trend of providing 

independent and dedicated mechanisms for resolving disputes in specialised and 

technical areas such as investments and securities markets (NISLR, 2004)[5]. 

 As at September 2007, there were 302 securities listed on the exchange with a 

total market capitalisation of approximately N9.248 trillion (SEC, 2007). These 

securities consisted of Government stocks, industrial loan (debenture/preference) 

stocks and the ordinary shares of companies. Most of the listed companies have 

foreign/multinational affiliations due mainly to the indigenisation process of the 

1970s and represent a cross-section of the economy, ranging from agriculture through 

to manufacturing and services. Transaction costs on the NSE comprise all expenses 

incurred in the purchase or sale of shares or loan stock. As at May 2007, total 

transaction costs amounted to 2.3715 per cent, and consisted of brokerage 

commissions, a Securities and Exchange Commission (SEC) levy, stamp duty and 

VAT for the buy side. On the sell side, the SEC levy was replaced with an NSE and 

Central Securities Clearing System (CSCS) levies[6]. 

Take in Table (1) 

 Table 1 shows various stock market indicators for the Nigerian stock exchange 

over the period 1995 to 2004. An examination of the table reveals that the market has 

grown dramatically since 1995. A major transformation occurred after the 

establishment of the CSCS[7] in 1997 and the adoption of the Automated Trading 
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System in 1999. The value of equity transactions increased by just over 250 per cent 

between 2002 and 2004 and total market capitalisation grew by over 175 per cent over 

the same period. The surge in the value of equity transactions in 2004 may be related 

to ongoing banking reforms. Under this reform process, the Central Bank of Nigeria 

ordered banks in June 2004 to raise their minimum capital base twelve-fold to N25bn 

($190m) within 18 months or face liquidation. In trying to meet the Central Bank’s 

deadline, some of the banks went to the stock market and raised money through initial 

public offerings. The Central Bank’s directive was intended to encourage 

consolidation among Nigeria’s fragile and over-crowded banking sector mainly 

through mergers; their main aim was to reduce the number of banks from 89 to about 

12 (Enyi, 2008; Ezeoha, 2007). The value of shares traded increased by approximately 

57.8 per cent over the period considered, from 53.5 per cent in 1995 to 84.4 per cent 

in 2004. By contrast, market capitalisation of the S&P/IFCG Index decreased by 2.5 

per cent over the same period. The P/E ratio and the total return index recorded a 

tremendous increase, especially over the 1999 to 2004 period. For example, the 

average P/E ratio increased by over 130.0 per cent between 1999 and 2004, while the 

return index grew by over 400.0 per cent over the same time frame. These changes 

indicate growth in both the value of, and demand for, shares on the NSE. The 

dividend yield was at its peak in 1999 when it reached a level of 8.1 per cent. It 

declined gradually from this figure to stand at 3.7 per cent in 2004, presumably as 

share prices rose. 

 

Literature Review 

Most studies on the investment decision-making process have focused on 

investors and analysts from developed countries; similar studies from emerging 
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markets are rare. In one of the first investigations of the investment decision-making 

process of investors in developed markets, Belkaoui et al. (1977) conducted an 

international comparison of the information needs of financial analysts[8]. In 

particular, they sent 700 questionnaires to financial analysts across North America 

and Europe. A total of 320 responses were received: 165 from North America and 155 

from Europe. They categorised the analysts into four subject groups (Canadian, US, 

European and North American financial analysts) and formulated two hypotheses. 

These hypotheses investigated whether there were any differences in the information 

needs of (i) Canadian and US financial analysts; and (ii) North American and 

European financial analysts. The hypotheses were tested by comparing the mean 

ratings of the groups using a simple t-test. The first hypothesis was rejected for only 6 

of the 29 information items at the 1 per cent significance level while the second 

hypothesis was rejected for 17 of the 29 items. This lack of consensus among North 

American and European analysts related to the presentation of comparative 

statements, the disclosure of the currency translation method, the disclosure of 

accounting policies and the publication of fully diluted EPS, among others. On the 

basis of these results, Belkaoui et al. concluded that there was a high level of 

consensus among North American analysts on the information needs of equity 

investors but quite divergent opinions between North American and European 

analysts. The divergent opinions between European and North American Analysts 

were attributed to institutional differences in the accounting and investment 

environments as well as differences in outlook; European analysts were more 

interested in balance sheet information while their North American counterparts 

placed more emphasis on the income statement. 
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In addition to studying information needs, Arnold and Moizer (1984) also 

compared the investment appraisal methods employed by UK and US analysts. In this 

study, a questionnaire was sent to 505 UK analysts and 400 members of the US 

Financial Analysts Federation. The analysts were asked a range of questions on the 

appraisal methods adopted, the forecast methods employed and the information 

sources used. The results indicated few differences between UK and US analysts. For 

example, most analysts in the US and UK used fundamental analysis to appraise an 

investment in ordinary shares, while technical analysis and beta analysis/modern 

portfolio theory ranked second and third, respectively. The analysts gave similar 

responses to other key questions. For example, 80 per cent of analysts from both the 

UK and US forecasted the P/E ratio and then used it to predict a company’s market 

value. However, there were some differences between the two groups of analysts. For 

example, although both groups of analysts perceived the income statement and 

balance sheet to be the most important sources of information, US analysts rated them 

as being more influential than did their UK counterparts. In addition, the US group 

undertook more formal analysis and tended to use fundamental analysis more than 

their UK counterparts. US analysts also attached more importance to previous results 

and were more concerned with forecasting future performance than the UK analysts. 

In a follow up study to Arnold and Moizer (1984), Pike et al. (1993) 

investigated the share appraisal techniques employed by UK and German analysts. 

Based on a sample of 92 responses from the UK and 47 replies from Germany, they 

arrived at a number of interesting conclusions. For example, they found that, despite 

the introduction of new technology in the UK stock market, little change was recorded 

in the appraisal techniques used by analysts; they still tended to employ fundamental 

analysis. However, UK analysts did consider personal company contacts and meetings 
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to be more important information sources than in previous investigations while the 

annual report was perceived as being less important. The study also discovered that, 

although fundamental analysis was the most popular share appraisal technique among 

the UK analysts, technical analysis was most popular in Germany. Furthermore, the 

German analysts placed more emphasis on non-financial information than their UK 

counterparts. Finally, both UK and German analysts appeared to be more interested in 

the long-term rather than short-term goals of their investee firms. 

A number of investigations in developed countries have been based on 

interviews with investors. For example, Day (1986) interviewed analysts from 18 UK 

stockbroking firms to investigate the usefulness of financial statements for investment 

analysis. She found that the interviewees considered financial statements to be an 

important source of information about the future prospects of a company. In 

particular, the analysts indicated that the chairman’s statement, the funds flow 

statement and a firm’s dividend history contained important information for 

forecasting the future performance of a company. The main items which analysts 

forecasted included the P/E ratio, the debt level, the cash flow and the future dividend 

payment. 

Barker (1998) also used interviews with investors to examine how security 

investment decisions were made. Specifically, he conducted 40 interviews with 

finance directors, 32 interviews with analysts and 39 interviews with fund 

managers[9]. The study revealed that analysts regarded the company itself as being the 

most important source of information, although results announcements and analysts’ 

meetings were also ranked highly as information sources. The fund managers ranked 

the following as important information sources for investment decision-making: (i) 

formal meetings with senior company management; (ii) the annual report; (iii) raw 
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data from companies; and (iv) company and sector research by analysts[10]. In 

addition, the fund managers found informed analysis more useful than raw data, and 

they rated highly the analysts with whom they had regular contact. 

In a follow-up study, Barker (1999a) investigated the role of dividends in the 

equity valuation practices of analysts and fund managers. He found that analysts 

exhibited a preference for the P/E ratio and the dividend yield valuation approaches. 

Interestingly, the paper indicated that there was some similarity in the rankings of 

analysts and fund managers. There was also a high degree of consistency between the 

views of analysts and fund managers on the importance of dividend information in 

share valuation[11]. In particular, both analysts and fund managers used past and 

current dividends as the basis for dividend forecasts made over a two-year horizon[12]. 

Very few studies have examined how investors in emerging markets value 

shares. One of the main exceptions to this generalisation is Al-AbdulQader et al. 

(2007) which investigated the share appraisal methods employed by Saudi investors 

and their intermediaries. They used 224 questionnaires which were administered 

between January and March 2001. The findings indicated that fundamental analysis 

was the main appraisal technique used while technical analysis was ranked second. 

Most participants believed that the P/E ratio of a firm conveyed important 

information; this result confirms the earlier findings of Arnold and Moizer (1984) and 

Arnold et al. (1984) for developed markets. However, the participants considered 

accounting ratios and discounted future cash flow techniques to be the least important 

for investment decision-making. The evidence in this study showed that a majority 

(89 per cent) of the participants forecasted a company’s performance when 

undertaking fundamental analysis while the rest (11 per cent) based their decisions on 

the evaluation of historical data. The study indicated that the participants frequently 
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used company quarterly reports as their main source of information while newspaper 

and company annual reports ranked second and third, respectively. 

In a similar vein, Wang et al. (2007) investigated how ordinary shares are 

appraised by financial analysts in China. In particular, the authors distributed 145 

questionnaires to investment analysts and fund managers. Out of these 145 

questionnaires, 59 responses were received from investment analysts and six were 

returned by fund managers. Key results from the study indicated that most participants 

preferred fundamental analysis over technical analysis. For example, 80 per cent of 

respondents viewed fundamental analysis as a very useful or extremely useful 

appraisal technique, while 44 per cent preferred technical analysis. Overall, the results 

from this study indicated that fundamental analysis was deemed a more useful 

technique with an overall mean score of 4.11 out of a maximum of 5.00. With regards 

to fundamental analysis, the participants rated ratio analysis and financial statement 

analysis more highly than other methods such as use of the discounted cash flow 

model, the dividend discount model and beta analysis. Other sources of information 

such as journals, newspapers and web reports tended to be ignored by the analysts. 

Middleton et al. (2007a, b) used interviews with 10 emerging market and 

equity fund managers to investigate the investment approach adopted by institutional 

investors in the Central and Eastern European region. The interviewees indicated that 

they tended to follow a bottom-up approach to investment whereby they researched 

company fundamentals and then applied a macroeconomic overview to select their 

equity investments. An analysis of Middleton et al.’s findings revealed that qualitative 

as well as quantitative information was important in deciding whether or not to 

purchase the shares of a company in Central and Eastern Europe. Specifically, the 

institutional investors interviewed placed a lot of emphasis on the corporate 
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governance practices of the firms which they were considering for inclusion in their 

portfolios. The financial statement data which Arnold and Moizer (1984), among 

others, found to be important for equity investment decisions in developed countries 

was less crucial in emerging markets because of concerns about the quality of 

information which poorly governed firms might provide. The current paper examines 

whether similar concerns existed among Nigerian investors. 

 

Sample Details and Research Method 

Eighteen interviews were conducted across the three major Nigerian cities of 

Abuja, Kano and Lagos. The choice of Lagos and Kano was premised on the sizeable 

commercial sectors in these cities as evidenced by the significant presence of 

corporations, investors (individuals and institutional) and brokerage firms in these 

locations. In addition, Lagos and Abuja were targeted because the headquarters of the 

NSE and SEC are located there. The interviewees were drawn from key stakeholder 

groups associated with the NSE and included stockbrokers and investors. These 

interviewees were selected because they had a great deal of knowledge about, and 

experience of, the equity investment and share valuation process in Nigeria. For 

example, of the eight stockbrokers that participated in this research, three were 

interviewed in both Abuja and Kano, while two were interviewed in Lagos.  Two fund 

managers were interviewed (one each from Abuja and Lagos) while an official of a 

state-owned investment company (an institutional investor) was visited in Kano. 

Seven private investors participated in the research, including the President of the 

Association for the Advancement of the Rights of Nigerian Shareholders (AARNS) 

and the Vice Chairman from the Kano zone of the Shareholders Association[13]. The 

interviewees were assigned codes so that their identities would remain anonymous. 
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The interviews were all conducted by one of the authors and each lasted for 

approximately one hour. 

The interviews were guided by a semi-structured questionnaire instrument 

which contained 29 questions that were based upon an analysis of the literature. 

Specifically, these questions (i) sought background details about the respondents; (ii) 

ascertained views about the investment approach adopted by the interviewees; (iii) 

asked about the type of information used when valuing shares; and (iv) sought details 

about the sources of any information employed. Each interview was recorded with the 

permission of the interviewee; the tapes were later transcribed and used to write up 

the results[14]. 

Take in Table (2) 

Table 2 provides some background information on the interviewees. In 

particular, panel A of the table provides background information on the stockbrokers 

while panel B provides details about the investors. The table reveals that most of the 

participants were highly educated; 89 per cent of the participants were educated to 

masters level while the rest held doctorates. A majority of the interviewees (89 per 

cent) had an academic background in either Accounting or Finance. Thus, their views 

should offer thoughtful insights about the equity investment environment in Nigeria. 

The table also indicates that a majority of the interviewees were members of various 

professional institutions including the Institute of Chartered Stockbrokers[15], the 

Institute of Chartered Accountants of Nigeria and the Association of National 

Accountants of Nigeria. Further analysis of the table indicates that most interviewees 

were relatively young; half of the participants fell within the 41-50 age group, while 

33 per cent were aged between 31-40 years of age. Only a minority were over 50 

years of age (17 per cent). Another key point to emerge from the table is that the vast 
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majority of the interviewees were male; only one was female. This finding illustrates 

how men still dominate the financial sector in Nigeria. 

 

Results of the Interviews 

Numerous studies of developed markets have highlighted that fundamental 

analysis is the most widely employed approach to share appraisal. For example, 

Arnold and Moizer (1984) categorised the fundamental share valuation procedures of 

investment analysts in the UK as either “analytical or “artistic.” They documented that 

those at the “analytical” end of the spectrum employed in-depth appraisals of security 

prospects with computerised models while “artistic” analysts used a more subjective 

approach. One objective of the interviews was to determine whether a similar range of 

approaches to equity appraisal existed in Nigeria. 

Take in Table 3 

Fundamental analysis appeared to be the most popular technique used by the 

participants. However, the respondents did admit to using technical analysis and risk 

analysis when appraising investments in ordinary shares. Table 3 provides a summary 

of the views of the participants on the role of fundamental analysis in their investment 

decisions. As the table highlights, most participants (89 per cent) predicted a 

company’s share price by looking at past trends in fundamentals. For example, IND15 

highlighted that: 

“Prediction is normally done by using the five-year summary of the 
company’s performance. A share price of a company that has 
consistently paid dividends and increased its turnover can be predicted. 
In the next three years, most stocks that are between N30 to N40 will 
be N100 especially in the banking sector. You can predict this rise 
because, recently, the federal government increased the capital base of 
banks to N25bn. If we look at other sectors, because of the changes in 
the economic environment, they will also do well. For example, in the 
past, if a company wished to raise N10bn, they would require many 
banks to come together and give that loan (except banks like First 
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Bank). In the pre-consolidation era, few banks could do it. Recently, 
Transcorp Plc has raised $750m (about N100bn)from an IPO. Without 
bank consolidation this kind of thing wouldn’t have been possible”. 
 
 

The participants attempted to forecast the future price of a share by looking at past 

financial data (based on a five-year summary of historic financial statements), 

industry performance and information from management. For example, interviewee 

SB7 indicated that he compared previous and current performance to project the likely 

price of a company’s share in the future. Interviewee SB4 adopted a similar approach. 

He noted that: 

“We look at past trends by examining the quarterly results of the 
company. All companies are expected to submit this to the NSE, and it 
is usually made public within 24 hours after receipt of such results by 
the NSE. Other factors used in projecting share price include 
information from the management of the company and policy 
statements by the federal government. For example, recently, the 
government formed a presidential task force with a view to 
resuscitating the textile industry. The committee had a mandate to raise 
N50bn. You can imagine that this kind of information can easily give 
you a hint of whether companies operating in that sector are likely to 
benefit from this policy”. 
 

 
All of the institutional investors interviewed (INS9, INS10 and INS11) appeared to 

predict the future price of a company's share. However, they differed in terms of the 

statements that they looked at when making such projections. For example, 

interviewee INS9 looked at the current results of a company (including all 

projections), while INS10 studied previous annual performances and quarterly results 

(with an emphasis on retained earnings and profitability). By contrast, interviewee 

INS11 focused on quarterly results for five years and placed a great deal of emphasis 

on rumours. 

Most of the private investors interviewed (IND12, IND13, IND14, IND15, and 

IND16) also attempted to forecast the future price of a company's share. They based 
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their prediction on a five-year summary, by looking at trends over several years in 

terms of earnings, bonuses, capital appreciation and dividends. By contrast, 

interviewee IND17 tended to monitor past share price rather than make predictions 

about the future while interviewee IND18 mentioned that his stockbroker made the 

prediction for him. However, interviewee SB3 revealed that it was difficult to forecast 

the future price of a share in Nigeria as predictions turned out to be wrong most of the 

time. 

All of the participants studied financial statements although the emphasis 

placed on different statements varied from one investor to another. In particular, all of 

the participants looked at the Profit and Loss Account and Balance Sheet and 

examined investment ratios in order to ascertain the profitability, liquidity and 

dividend payout of a company as well as the size of its assets, liabilities and retained 

earnings. However, their views about the relevance of other statements varied 

considerably across the groups. For example, interviewee IND13 looked at the cash 

flow statement, the audit committee report, the auditors report, the chairman’s 

statement[16] and the executive summary while interviewees INS11 and IND12 looked 

at cash flows, improvements in shareholders’ funds, pending litigations and the value 

added as well as the chairman's statements. Interviewee IND17 paid most attention to 

cash flows and added: 

“We focus on appreciation in returns, improvement in the shareholders 
funds and the value added. Value added is one essential area that 
dictates the health and cash flow projections. The cash flow analysis 
reveals whether or not the company is healthy and likely to be able to 
settle financial obligations”. 
 

All of the interviewees found ratios very useful inputs to their investment 

decisions. They tended to pay attention to profitability ratios, investment ratios 



 17

(especially the P/E ratio, EPS, the dividend payout and the dividend yield), liquidity 

ratios and gearing ratios. Interviewee SB3 elaborated on this point when he noted that: 

“We look at profitability ratios[17] as the bottom line of any investment 
is the returns you get out of it. We also look at efficiency ratios; 
turnover against the assets, turnover against the profit, what each staff 
member has been able to contribute to the business and how much is 
spent on staff. In addition, we pay attention to liquidity ratios in the 
case of investment in the banking sector”. 

 
 

Therefore, in this respect, the participants were not too different from investors in the 

UK (Arnold and Moizer, 1984), the US (Arnold et al., 1984), China (Wang et al., 

2007) and Saudi Arabia (Al-AbdulQader et al., 2007). Arnold et al. (1984) 

documented that most analysts in the US and UK used fundamental analysis to 

appraise ordinary shares, while technical analysis and beta analysis ranked second and 

third, respectively. Similarly, Al-AbdulQader et al. (2007) found that fundamental 

analysis was the main appraisal technique used by Saudi investors while technical 

analysis was ranked second. The findings in Wang et al. (2007) showed that 80 per 

cent of the Chinese participants in their study viewed fundamental analysis as a very 

useful or extremely useful appraisal technique while only 44 per cent preferred to 

employ technical analysis when evaluating equity investments. The Nigerian 

interviewees in this paper expressed a similar propensity to analyse company 

fundamentals when valuing equities although they differed slightly from respondents 

to other studies in the range of fundamentals considered. 

When questioned about the quality and level of detail regarding the 

information disclosed by Nigerian firms, the interviewees expressed divergent views. 

For example, several participants (SB1, SB2, SB3, SB4, SB6, SB7, SB8, IND12, 

IND14, IND15, IND16 and IND18) appeared to be satisfied with the quality of the 

financial information provided and the level of detail disclosed by Nigerian firms, 



 18

while interviewee SB5 indicated that these aspects of disclosure were poor. In 

addition, the interviewees differed in their views on the timeliness and consistency of 

the information disclosed by Nigerian firms. For example, eight interviewees (SB2, 

SB3, SB6, SB7, SB8, INS9, INS10 and INS11) indicated that the information was 

timely and consistent, while three interviewees (SB4, SB5, and IND13) held the 

opposite opinion. 

Of all the stockbrokers interviewed, only three (38 per cent) used computer 

models to value shares (SB2, SB3 and SB8). Of the investors, INS11 used software 

which he had personally constructed to appraise quarterly results for investment 

decisions while only one private investor (IND14) used a computer model to make 

investment decisions. Interviewee IND12 described the Nigerian investment 

environment as unsuitable for any computer model. He added that “share valuation in 

Nigeria is not mathematical. It betrays most of the norms, as the market is quite 

imperfect and inefficient”[18]. 

Take in Table (4) 

The interviews revealed that technical analysis was popular among the 

respondents. Most of the interviewees (89 per cent) used technical analysis to some 

extent although a majority of these users considered it secondary to fundamental 

analysis[19]. Table 4 summarises the extent to which the respondents used technical 

analysis in their investment decisions. Eighty-eight per cent of the stockbrokers (SB1, 

SB2, SB4, SB5 SB6, SB7 and SB8) interviewed used graphs and charts of share price 

movements to project the future price of a share. By contrast, interviewee SB3 

maintained that charts and graphs of share price movements were not useful for 

investment decisions as they did not give any meaningful insights. Similarly, the 

institutional and private investors interviewed (INS9, INS11, IND12, IND13, IND14, 
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IND15, IND16, IND17 and IND18)[20] examined charts and graphs of share price 

movements in order to ascertain the direction of trends. However, interviewee INS10 

indicated that he did not have access to any chart or graph of share price movements. 

 A majority of the interviewees (72 per cent) paid considerable attention to 

rumours about a company which they wished to invest in. For example, interviewees 

INS9 and INS10 considered rumours when making investment decisions and claimed 

that most of these rumours turned out to be correct. However, two of the interviewees 

(SB7 and SB8) revealed that, although most rumours turned out to be true, some 

could be misleading; for this reason, they investigated every rumour before basing any 

investment decisions on its implications. On the other hand, interviewee INS11 

revealed that he did not pay any attention to rumours except if they were supported by 

his analysis. Interviewees IND13, IND15 and IND17 were more resolute on this 

issue; they paid little attention to rumours as they claimed to be knowledgeable about 

the happenings in the market. 

 Thirty-eight per cent of the stockbrokers interviewed contacted company 

executives and discussed matters relating to the performance of the company (SB1, 

SB2 and SB8). They pointed out that the executives mainly focused on issues 

pertaining to the valuation of their firms’ securities if they thought that their 

companies’ shares were undervalued. The stockbrokers indicated that they interacted 

with company executives in three circumstances: (i) through NSE organised meetings 

labelled “facts behind the figures” presentations; (ii) at the AGM; and (iii) during a 

familiarisation tour[21] of the firm. Similarly, interviewees INS9, INS11, IND12, 

IND14 and IND15 indicated that they usually contacted company executives during 

“facts behind the figures” presentations (at the NSE) in order to ask questions on 

projected earnings, profit margins, dividend prospects and a company’s future plans. 
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By contrast, interviewee INS10 believed that company executives were not accessible 

unless you were a major shareholder or had representation on the board. Interviewees 

IND13, IND16, IND17 and IND18 indicated that they did not contact company 

executives as access to these individuals was difficult except when the firm was 

holding public meetings such as the AGM, and when the executives attended merit 

award events on behalf of their companies. This view was confirmed by interviewees 

IND14 and IND15; they revealed that they contacted company executives to discuss 

issues about their operations and plans with them and got access because of their 

investment size. 

Take in Table (5) 

The respondents maintained that investment in every market was associated with 

risk. As a result, a majority of the interviewees (94 per cent) considered risks when 

making their equity investment decisions. Table 5 summarises the views of the 

respondents with regard to their usage of risk analysis for equity investments. The 

stockbrokers described the main risk which investors faced on the NSE as political. 

For example, interviewees SB1, SB2, SB3 and SB8 indicated that investment in 

Nigeria was associated with some degree of political risk although they believed that 

the level of such risk had declined significantly over the years. Interviewees SB4 and 

SB6 argued that the market was not risky as long as a passive approach was adopted. 

They stated that the Nigerian market might not be as volatile as some of its developed 

market counterparts since a share price could not increase or decrease by more than 

five per cent in any one day. Interviewee SB5 also described the market as less risky 

and quite profitable. He noted that: 

“Investment in the NSE is not risky as long as you follow the market. 
You have adequate time to decide whether to remain or check out. The 
market is not volatile; there is no way the price of a share can come 
down by more than five per cent in a day while, in developed 
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countries, the price can crash, for instance, from $100 to $1 within a 
week. We have some control; you cannot bring down the price of a 
share on a daily basis by more than five per cent, no matter how bad 
the company is. Risk or volatility of a market is a relative term, what it 
means in the context of developed markets may not be applicable to 
us”. 
 
 

Every one of the institutional investors interviewed maintained that all investments 

carried elements of risks and that the NSE was no exception to this generalisation. 

They revealed that the most common risk associated with the NSE was political[22]. 

Interviewee IND13 was more specific; he revealed that the main risks in the NSE 

related to inconsistency of government policies, labour problems and insider dealings. 

Interviewees IND12, IND14, IND15, IND16, IND17 and IND18 indicated that these 

risks had declined significantly due to the current reform policies adopted by the 

government. However, they identified political risk and ineffective corporate 

governance guidelines as major problems which investors needed to consider. 

 Half of the stockbrokers interviewed considered both the prediction and 

calculation of risks as a very difficult exercise. However, some interviewees (SB2, 

SB4, SB7 and SB8) used beta analysis to measure risk. By contrast, a majority of the 

investors (INS11, IND12, IND13, IND14, IND15 and IND16) indicated that they 

predicted and calculated risk by looking at the variance in the actual results. 

Interviewee INS9 mentioned that he did not predict or calculate risks as “it was 

difficult to put value to it”[23]. Thus, most of the investors focused more on total risk 

rather than market risk, unlike their stockbroker counterparts. This view was 

confirmed by a follow-up question about whether investments were evaluated 

individually or within a portfolio setting. 

 When questioned about whether they considered the overall risk of a portfolio 

or the risk of an individual equity, a majority of the participants tended to pay more 
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attention to the risk of an individual equity. For instance, 50 per cent of the 

interviewees (SB1, SB5, SB6, SB7, IND12, IND13, IND16, IND17 and IND18) 

considered only the risk of individual equities, while 28 per cent (SB8, INS9, INS10, 

INS11 and IND15) considered both individual and portfolio risks when making 

investment decisions. Interviewee (INS10) paid attention to the risk of individual 

equities first, but considered the overall risk of a portfolio at the end of the year. 

 The participants differed in terms of the attention given to the return earned by 

the market index, or by the sector in which a company operated, when appraising 

shares. For example, all of the interviewees looked at the return earned by the sector 

in which the company operated while only 33 per cent looked at the return earned by 

the market index when making investment decisions. Interviewees SB3, SB8, INS9, 

INS10, INS11 and IND16 considered both indices while SB4 maintained that the 

return earned by the sector was a more appropriate benchmark to use when appraising 

shares. By contrast, the private investors considered the return earned by the sector in 

which the company operated before looking at the market index. 

Overall, what emerges from the interviews is that technical analysis is more 

widely used in Nigeria than in developed countries such as the UK and the US. Most 

participants suggested that trends existed in prices which could be studied using a 

chart or a graph. In addition, most participants agreed that the stock market was 

influenced by rumours which helped impart patterns into equity prices. Further, trends 

in prices were explained by some interviewees in terms of the slow dissemination of 

private information into the public domain as managers selectively divulged details to 

certain investors who contacted them; as a result, share prices only responded 

gradually to news as the dissemination of private information took time to percolate 

through the market. The interviewees’ views about the role of risk in equity 
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investment for Nigeria differ from the findings reported for other emerging markets. 

For example, unlike their Saudi Arabian counterparts, Nigerian investors seemed to 

consider risk when appraising shares (Al-AbdulQader, 2007). However, this 

consideration was usually qualitative and focused on macro-level uncertainties. 

Stockbrokers were more likely to calculate betas for securities but there was very little 

discussion about these calculations; in fact, the suggestion from the interviews is that 

betas were not correctly calculated or appropriately employed since more prominence 

was given to sector rather than market index benchmarks and portfolio betas were not 

determined. 

 

Conclusion 

This paper has reported the results from interviews with major stakeholders in 

the Nigerian stock market. The analysis indicated that, like their counterparts in the 

UK, US, China and Saudi Arabia, most of the Nigerian stockbrokers and investors 

used fundamental analysis to appraise investment in ordinary shares; technical 

analysis and risk (beta) analysis were ranked second and third, respectively. Nigerian 

investors tended to look at a company’s past performance over a period of up to five 

years when estimating earnings per share and focused on (i) assets; (ii) profitability; 

(iii) government policy; (iv) industry prospects; (v) cash flows; (vi) dividends; and 

(vii) earnings. In addition, they tended to focus on investment ratios, particularly the 

P/E ratio, when making their investment decisions. 

 The interviews also indicated that while there was some agreement on the 

general approach adopted by investors when valuing shares, the specific method 

varied from one investor to another. For example, there were differences in the usage 
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of computing software, the length of historic data series used to forecast EPS and the 

approach taken to select a P/E multiple. 

 The findings from this study of the NSE are different from the results of other 

investigations – even those focusing on emerging markets. In particular, it was 

apparent from the interviewees that the institutional framework and organisational 

setting within Nigeria influences how equities are valued. For example, the NSE’s 

requirement that companies make “facts behind the figures” presentations once a year 

to investors and regulators results in value-relevant information being disseminated to 

the public. In addition, company visits seem to be offered to large investors and 

information passed on by management; fears about contravening insider trading 

legislation which arise in other markets (e.g. Pike et al., 1993) do not seem to be a 

concern in Nigeria. Not surprisingly, risk was a major concern for Nigerian investors 

– to a much greater extent than investors in other countries. Political risk was a 

particular concern. This finding is hardly surprising given the occurrence of military 

coup d’etat in the past; such changes in government have tended to heighten investor 

uncertainty and given rise to dramatic shifts in policy towards equity investment. 

 



Table 1 

Selected Indicators for the Nigerian Stock Exchange: 1995 - 2004 
 

S&P/IFGC Index 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

Number of Shares 35 35 31 28 28 27 32 32 30 30 

Market capitalisation (%)* 75.6 72.2 74.0 68.5 62.8 70.3 77.0 84.8 89.5 77.5 

Value traded (%) 53.5 80.4 81.6 81.7 67.4 67.7 79.5 88.2 88.3 84.4 

Price Earning (P/E) ratio 12.5 10.1 8.1 10.1 9.8 11.3 12.6 16.4 18.5 23.5 

Dividend yield (%) 5.6 4.1 5.7 5.1 8.1 5.8 5.3 5.4 4.1 3.7 

Total Return Index 131.1 213.8 216.7 162.4 160.7 278.1 361.7 382.0 632.4 807.0 

Change in index (%) -20.9 63.0 1.4 -25.1 -1.0 73.0 30.1 5.6 65.6 27.6 

Equity Listings (units) NA NA NA 186 195 195 194 195 200 207 

Total Listings (units) NA NA NA 264 268 260 261 258 265 277 

Value of Equity Transactions (US$) NA NA NA 160 145 263 496 475 858 1,666 

Equity Market Cap. (US$)  NA NA NA 2,887 2,940 4,237 5,404 5,740 9,494 14,464 

Total Market Cap. (N billions) 171.1 285.6 292 262.5 300.0 478.6 662.6 764.9 1359.2 2,112.5 

 
This table shows selected indicators for the Nigerian Stock Exchange over the ten-year period 1995-2004. * The S&P market capitalisation is not float-adjusted. NA = 
not available.  Source: Standard and Poor’s (2005) and Central Bank of Nigeria (2005). 

 



Table 2 

Interviewee Summary Details 
 

Interviewee Location Age 
Group Gender Highest 

Qualification 
Academic 

Background 
Professional 

Qualification* 
Panel A: Stockbrokers 

SB1 Abuja 41-50 Male Masters Financial ACS 

SB2 Abuja 31-40 Male Masters Financial ACS 

SB3 Abuja 31-40 Female Masters Financial ACS/ACIP 

SB4 Kano 41-50 Male Masters Financial ACS 

SB5 Kano 41-50 Male Masters Financial ACS 

SB6 Kano 31-40 Male Masters Financial ACS/AMNIM/NA 

SB7 Lagos 41-50 Male Masters Financial ACA/ACS/ACIP 

SB8 Lagos 41-50 Male Masters Financial ACS 

Panel B: Investors 
INS9 Abuja Over 50 Male Masters Financial ACA 

INS10 Kano 41-50 Male Masters Financial N/A 

INS11 Lagos 41-50 Male Masters Financial ACS 

IND12 Abuja 31-40 Male Masters Financial ACA/ACTI 

IND13 Kano Over 50 Male PhD Other N/A 

IND14 Kano 41-50 Male Masters Financial ACS/NA 

IND15 Lagos 31-40 Male Masters Other N/A 

IND16 Kano 31-40 Male Masters Financial ACS/ACIP 

IND17 Lagos Over 50 Male Masters Financial FNIM 

IND18 Kano 41-50 Male PhD Financial ACA/ACTI 
 

The table reports summary background details on the interviewees. Panel A reports background information for 
the stockbrokers while panel B summarises information for the investors. The interviewees were assigned codes 
in order that their identities remain anonymous; these codes are reported in the Interviewee column. The codes 
used describe the nature of each participant; for example, SB was used for stockbrokers and INS and IND were 
used to describe institutional and individual (private) investors, respectively. Other background details shown in 
the table include the location of the respondents, age group, gender, highest qualification, academic background 
and professional qualification. *The acronyms used to describe professional qualifications may be interpreted as 
follows: ACS indicates associate membership of the Institute of Chartered Stockbrokers, while ACA, NA and 
ACTI represent membership of the Institute of Chartered Accountants of Nigeria, the Association of National 
Accountants of Nigeria and Chartered Institute of Taxation of Nigeria, respectively. AMNIM/FNIM is an 
acronym used by members of the Nigerian Institute of Management, while MNES and ACIP are used to 
describe members of the Nigerian Economic Society and Chartered Institute of Pensioners, respectively. 



Table 3 

Fundamental Analysis: Items Considered by the Interviewees 
 

Interviewee Audit 
Report 

Balance 
Sheet 

Cash Flow 
Statement 

Chairman’s 
Statement 

Computer 
Model 

Executive 
Summary 

Profit and 
Loss 

Account 

Ratios 

SB1 No Yes Yes No No No Yes Yes 

SB2 Yes Yes Yes No Yes No Yes Yes 

SB3 No Yes No Yes Yes No Yes Yes 

SB4 Yes Yes Yes Yes No Yes Yes Yes 

SB5 Yes Yes Yes Yes No No Yes Yes 

SB6 Yes Yes Yes No No No Yes Yes 

SB7 No Yes Yes Yes No Yes Yes Yes 

SB8 Yes Yes Yes Yes Yes No Yes Yes 

INS9 Yes Yes Yes No No No Yes Yes 

INS10 No Yes Yes No No No Yes Yes 

INS11 No Yes Yes Yes Yes No Yes Yes 

IND12 No Yes Yes No No No Yes Yes 

IND13 Yes Yes Yes Yes No Yes Yes Yes 

IND14 Yes Yes Yes Yes Yes No Yes Yes 

IND15 No Yes No No No No Yes Yes 

IND16 No Yes Yes Yes No No Yes Yes 

IND17 No Yes Yes No No No Yes Yes 

IND18 Yes Yes Yes Yes No No Yes Yes 

 
The table summarises the items considered by the interviewees when using fundamental analysis in their investment 
decisions. The interviewees were assigned codes in order to keep their identities anonymous; these codes are reported in 
the Interviewee column. 

 



Table 4 

Technical Analysis: Items Considered by the Interviewees 
 

Interviewee Charts or 
Graphs 

Contact with 
Company 
Executives 

Market 
Statistics Rumours Trading 

Volume 

Trends in 
Prices or 
Volume 

SB1 Yes Yes Yes Yes Yes Yes 

SB2 Yes Yes Yes Yes Yes No 

SB3 No No Yes Yes Yes Yes 

SB4 Yes No Yes Yes Yes Yes 

SB5 Yes No No Yes Yes Yes 

SB6 Yes No Yes Yes Yes Yes 

SB7 Yes No Yes Yes Yes Yes 

SB8 Yes Yes Yes Yes Yes Yes 

INS9 Yes Yes Yes Yes Yes Yes 

INS10 No No Yes Yes Yes Yes 

INS11 Yes Yes Yes No Yes Yes 

IND12 Yes Yes No Yes Yes Yes 

IND13 Yes No Yes No Yes Yes 

IND14 Yes Yes Yes Yes Yes No 

IND15 Yes Yes Yes No Yes Yes 

IND16 Yes No Yes Yes Yes Yes 

IND17 Yes No Yes No Yes Yes 

IND18 Yes No Yes No Yes Yes 

 
The table reports a summary of the items considered by the interviewees when using technical analysis in their 
investment decisions. The interviewees were assigned codes in order to keep their identities anonymous; these codes 
are reported in the Interviewee column. 
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Table 5 

Risk Analysis: Items Considered by the Interviewees 
 

Interviewee 

Consideration 
of Risks in 
Investment 
Decisions 

Prediction 
of Risk 

Return 
earned by 

the Market 
Index 

Return 
earned by the 

Sector 

Risk of a 
Portfolio 

Risk of an 
Individual 

Equity 

SB1 Yes No No Yes No Yes 

SB2 Yes Yes No Yes Yes No 

SB3 Yes No Yes Yes Yes No 

SB4 Yes Yes No Yes Yes No 

SB5 Yes No No Yes No Yes 

SB6 No No No Yes No Yes 

SB7 Yes Yes No Yes No Yes 

SB8 Yes Yes Yes Yes Yes Yes 

INS9 Yes No Yes Yes Yes Yes 

INS10 Yes No Yes Yes Yes Yes 

INS11 Yes Yes Yes Yes Yes Yes 

IND12 Yes Yes No Yes No Yes 

IND13 Yes Yes No Yes No Yes 

IND14 Yes Yes No Yes Yes No 

IND15 Yes Yes No Yes Yes Yes 

IND16 Yes Yes Yes Yes No Yes 

IND17 Yes No No Yes No Yes 

IND18 Yes No No Yes No Yes 

 
The table reports a summary of the items considered by the interviewees when using risk analysis in their 
investment decisions. The interviewees were assigned codes in order to keep their identities anonymous; these codes 
are reported in the Interviewee column. 
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Endnotes 
                                                
[1]Before the establishment of the Lagos stock exchange in 1960, almost all formal savings and deposits 
went through the banking system while major capital balances were invested for the country by Great 
Britain on the London Stock Exchange. This process changed when the Lagos stock exchange began 
operating (Nwankwo, 1980). 
[2] The most important of these include The Lagos Stock Exchange Act of 1961; The Trustee 
Investment Act of 1962; The Companies and Allied Matters Act of 1990; The Nigerian Investment 
Promotion Commission Decree of 1995; The Foreign Exchange (Miscellaneous Provisions) Decree of 
1995; and The Investments and Securities Act (ISA) No. 45 of 1999 (Adeyemi, 1998; SEC Quarterly, 
1998).  The ISA No. 45 of 1999 formed part of the recommendations made by the Odife committee on 
the reform of the Nigerian capital market in 1997 (Odife, 1997). 
[3] The IST is not unique to Nigeria. For example, in the UK there is the Financial Services and Market 
Tribunal (FSMT) while, in India, the Securities Appellate Tribunal (SAT) exists (Abdullahi, 1993). 
[4] Although the ISA 1999 took effect in May 1999, the IST did not come into existence until December 
2002. 
[5] The Tribunal is mandated to dispose of any matter before it within three months from the date of 
commencement of the action (NISLR, 2004). 
[6] This information was obtained from www.sectrust.com/inconstant.cfm. 
[7] The CSCS Ltd is a subsidiary of the NSE. It was incorporated in 1992 as part of the effort to make 
the Nigerian stock market more efficient and investor-friendly. Settlement banks have the highest 
shareholding in the ownership structure of the CSCS with 47.8 per cent; the NSE is the second largest 
shareholder with 30.4 per cent as its holdings. DNE Nominees Ltd and institutional investors (including 
the National Social Insurance Trust Fund) hold 5.2 per cent and 5.4 per cent, respectively. Other 
shareholders include DNSE Investors Ltd (4.3 per cent); RNSE Ltd. (1.3 per cent); DNSE dealers (0.7 
per cent); DNSE Digital Invest Ltd (2.9 per cent); and DNSE Multiple Invest Ltd (2.1 per cent) [NSE, 
2004]. 
[8] Bing (1971), Baker and Haslem (1973) and Lee and Tweedie (1977) also investigated this topic in 
the 1970s. However, they tended to focus on investors in a single country such as the US or the UK. 
[9] The evidence from the interviews with finance directors indicated that a majority of them perceived 
the share price as a measure of managerial performance. In addition, most of the finance directors 
interviewed considered the stock market to be doing a good job in valuing shares. They were also 
satisfied with the activities of fund managers and analysts. Finally, the interviews revealed that the 
finance directors perceived the announcement of final results as having greater value relevance than the 
publication of the annual reports and accounts. 
[10] The fund managers also perceived themselves as having both analytical skills and decision-making 
autonomy. 
[11] In a similar study, Barker (1999b) conducted a survey in which he investigated analysts’ 
preferences between the dividend yield and P/E ratio valuation models. The evidence indicated that the 
relative importance of the P/E ratio and dividend yield differed according to the industry within which 
a company was classified; the P/E ratio was found to be the major valuation method used by analysts in 
the services, industrials and consumer goods sectors, although it was less important in the financial 
sector. 
[12] The finance directors interviewed indicated that the dividend was only loosely related to net cash 
flows. In addition, they also revealed that a range of variables were important in determining corporate 
dividend policy. These variables included the average dividend cover for the sector, the level of the 
cover for the company, the historic dividend trend, the rate of inflation and the forecasted growth rates 
in earnings and cash flows. 
[13] Before a privatisation programme which began in 1981 (Ariyo and Jerome, 1999), there were very 
few organisations that advocated shareholder protection or operated in the name of shareholder 
activism. The most prominent organisation was the Asalu-led Shareholders Solidarity. However, all the 
associations became self-serving, as the leaders were accused of extorting favours from executives of 
companies (Abdullahi, 1993). By 1991, the Technical Committee on Privatisation and 
Commercialisation (TCPC) promoted the establishment of a Shareholders Association in the country, 
with the main objective of protecting the rights of shareholders. The Association was organised into 
seven zones with each zone covering the catchment area of a trading floor of the NSE. After the TCPC 
metamorphosed into the Bureau of Public Enterprise (BPE), primarily due to a change of government, 
support for this zonal association was withdrawn, and investors began to form their own associations. 
At the time of this research, there were over 50 shareholders associations in Nigeria. Of this number, 

http://www.sectrust.com/inconstant.cfm
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only 14 were active and registered with the Corporate Affairs Commission (CAC). Each association is 
independent of the others. At company AGMs they battle each other for election to standing 
committees, such as the audit committee and the nomination committee, and for the positions of non-
executive directors (Amao and Amaeshi, 2007). 
[14] In addition to recording the interview sessions, the researcher took notes on key points made by the 
interviewees. Both these notes and the tapes were analysed a number of times and quotes extracted to 
highlight the points being made. These points were collected together when writing up the results as 
recommended by Hussey and Hussey (1997) for qualitative interview-based research. 
[15] This result is not surprising as no-one can operate as a stockbroker on the trading floor of the NSE 
unless they are members (Associate or Fellow) of the Institute of Chartered Stockbrokers of Nigeria. 
[16] The chairman’s statement was viewed as being essential as it provides investors with details about 
qualitative factors. For example, interviewees argued that it revealed forecast information about the 
future outlook, for example, whether the company was opening more branches, employing high calibre 
personnel, conducting specialised training for staff, and spending on research and development. 
[17] Interviewee SB3 classified P/E ratios and EPS under the general heading of profitability ratios. 
[18] Interviewee IND13 revealed that a firm of financial analysts used a computer model when advising 
him on his investment decisions. This finding reflects a broader trend among Nigerian stockbroking 
firms which have recently started employing analysts in their firms who use computer models. 
[19] Seventy-five per cent of the stockbrokers interviewed indicated that they sourced additional 
technical information from clients and fellow stockbrokers. Similarly, interviewee INS11 mentioned 
that he always obtained useful information from fellow fund managers, clients and journalists about 
trends in prices and rumours about the future direction of a company’s share price. By contrast, 
interviewees INS9 and INS10 did not use other information sources besides those contained in reports 
and accounts prepared by the company. Interviewee IND13 drew on his personal experience as an 
investor in the NSE for over 18 years while interviewees IND14 and IND18 obtained more information 
about firms by visiting the companies, talking to the employees and by attending their AGMs. 
[20] Most of the interviewees appeared to look at trading volume, trends in prices and market statistics 
when making investment decisions. 
[21] According to the interviewees, a familiarisation tour is voluntary and involves visits by 
stockbrokers, especially to manufacturing companies and those companies about which negative 
information is circulating. 
[22] All of the interviewees tended to consider political risk in their investment decisions. 
[23] In this respect, these investors were similar to the interviewees in March and Shapira (1987) who 
indicated that they would not try to quantify risk in investment appraisal situations as it was not 
susceptible to calculation. 


