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The objective of this study is to examine factors which affect decision making
of investors in the Stock Exchange of Thailand, only in the case of stock trading. In
this study, investors are divided into 4 groups—high net worth investors, retail investors,
Thai institutional investors and foreign institutional investors. This empirical study
renders information and policy recommendations relating to the supervision and
development of Thai capital market, especially with regard to the development of
investors, expansion of investor base in the stock market, as well as development of
business operators in the capital market so as to be able to respond to the needs of
each group of investors. As for investors, they may apply certain factors in making
investment decisions and setting out investment strategy in order to minimize risks
and increase return on investment.

In this study, qualitative and quantitative research methods were used together
to develop a clear framework in line with behaviors of Thai investors nowadays. An
analysis was made to find the relationship between factors used in making investment
decisions, including macro economic and political factors, micro factors which are divided
into 3 categories—quantitative, qualitative and technical, informational factors and social
factors, and average beta of portfolio or volatility of average return of pbrtfolio selected by
investors, in comparison with the change in stock indices. In addition, a test of
harmonization of the study results with the theoretical concepts and findings from in-

dept interview and background of investors in Thai context was made.
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The study found that Thai and foreign institutional investors, as well as high
net worth investors, who have met their investment objectives, relied on macro factors
including economic indices, industry outlook, political stability, and the quality of issuing
* companies and management team. In this regard, the company chosen for investment
must be qualified in terms of high competitiveness, transparency in information disclosure,
knowledgeable, competent and honest management, market leadership status and good
corporate governance, and stock valuation would be made before making investment
decision, in line with top down analysis approach. The information used in decision
making came from reliable local and foreign sources, as well as securities companies’
research reports and marketing officers’ advice.

Meanwhile, retail investors chose to invest in well-known companies, with
good corporate governance and transparency in information disclosure. In making
investment decisions, they did not take into consideration stock intrinsic value, stock
price valuation and company growth potential but they did consider stock price and
trade only liquid stocks. They relied on information from marketing officers, rumours
regarding high net worth investors’ trading and trading information of foreing
investors and made trading following others in trading rooms.

The abovementioned trading behaviors of retail investors do not differ from
those in the pre-1997 crisis period. If related entities ignore or disregard quality
improvement of investors and personnel in capital market, as well as relevant
regulations, the stock market may be lack of stability and foreing investors and other
potential investors may not choose to invest in Thai capital market.

This study renders policy recommendations in 7 areas: 1) improvement of
image of entities which set out investor-related policies, 2) investor base expansion, 3)
quality improvement of listed companies, 4) information dissemination in stock
market, 5) supervision of secuirities companies, 6) quality improvement of investor

contacts and 7) promotion of investor education.





