
ЕКОНОМИКА Vol. 70, january-march 2024, № 1
ISSN 0350-137X, EISSN 2334-9190, UDK 338 (497,1)

31  http://www.ekonomika.org.rs

Jelena Petrović1

Milja Orlandić2

Sanja Anastasija Marković3

University Business Academy in Novi Sad
Faculty of Applied Management, 
Economics and Finance, Belgrade

THE POSITION AND FACTORS OF CAPITAL MARKET 
DEVELOPMENT IN THE FINANCIAL SYSTEM OF THE 

REPUBLIC OF SERBIA
Abstract

In the financial system of the Republic of Serbia, the capital market does not 
play a significant role - it practically does not perform one of its basic functions 
- the transfer of resources from surplus to deficit sectors. The Belgrade Stock 
Exchange, as the only organizer of the Regulated Market and MTP in the 
country, played a one-time role of transfer and concentration of ownership in the 
first years of privatization. After that, and considering the significant costs and 
reporting obligations of listed companies, the delisting process followed - only 
companies that had to do so by force of law remained on the stock exchange. 
Also, although the last two decades have been marked by significant regulatory 
improvements (from shareholder protection, takeover obligations, transparency 
of public companies’ operations), the trading platform is aligned with the 
practice of regional markets, new market participants are included in the market 
game (such as investment funds), the domestic capital market has all features of 
underdeveloped markets. The aim of this paper is to establish how the market 
participants themselves perceive the factors of capital market development. For 
this purpose, research was conducted by sending a Google questionnaire to the 
addresses of all members of the Belgrade Stock Exchange and all registered 
investment fund management companies. Participants in the research declared 
themselves on twelve statements that were formulated in such a way as to establish 
a connection between certain factors and the development of the capital market. 
The results of earlier research, which represent the basis for the formulation of 
said claims, are listed in this paper. In addition to the results of earlier research, 
the formulation of the mentioned claims was also conditioned by the appreciation 
of the specifics of the domestic capital market, as well as the author’s knowledge 
based on many years of experience in dealing with securities. A five-point Likert 
scale of attitudes was established for each statement (from 1 to 5), which refer to 
the determination of respondents regarding the circumstances of the development 
of the capital market. Respondents were offered a choice between five answers 
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from “Completely dissatisfied”, “Partially dissatisfied”, “Neither dissatisfied 
nor satisfied”, “Partially satisfied” to “Completely satisfied”. The results of the 
research are presented through frequencies and percentage representation for each 
claim. Concluding considerations stem from the created descriptive statistics. The 
results of the survey showed the highest degree of conviction of the respondents 
when they declare the conditionality of the development of the capital market on 
the one hand and good mechanisms for informing the investment public on the 
other. At the same time, the respondents were the most reserved when considering 
the relationship between foreign portfolio investments and the development of the 
capital market, that is, the chosen model of privatization and development of the 
capital market. The research concept represents a new approach in the study of the 
domestic stock market, with the basic intention to perceive the factors of capital 
market development from the perspective of the market participants themselves. 
The intention is to determine their value judgments on the basis of the views of 
the respondents, in relation to the twelve formulated claims, but also to provide 
guidelines for future research and potential improvements of the domestic capital 
market. Each individual claim provides a basis for specific further research, and 
longer time series data are a solid statistical basis for correlation and regression 
analysis of defined variables.

Key words: capital market, privatization, regulation, development 

JEL classification: G1, G2

ПОЗИЦИЈА И ФАКТОРИ РАЗВОЈА ТРЖИШТА КАПИТАЛА 
У ФИНАНСИЈСКОМ СИСТЕМУ РЕПУБЛИКЕ СРБИЈЕ 

Апстракт
У финансијском систему Републике Србије тржиште капитала нема зна-

чајну улогу – практично не обавља једну од основних функкција – трансфер 
ресурса од суфицитарних ка дефицитарним секторима. Београдска берза, 
као једини организатор Регулисаног тржишта и МТП у земљи, одиграла је 
једнократну улогу трансфера и концентрације власништва у првим година-
ма приватизације. Након тога, а с обзиром на значајне трошкове, те обаве-
зе извештавања котираних компанија, уследио је процес делистирања – на 
берзи су остале само компаније које су то морале по сили закона. Такође, 
иако су последње две деценије обележиле битна регулаторна унапређења (од 
заштите акционара, обавезе преузимања, транспарентности пословања 
јавних друштава), трговачка платформа усаглашена са праксом регионалних 
тржишта, у тржишну утакмицу укључени нови тржишни учесници (попут 
инвестиционих фондова), домаће тржиште капитала има све особине не-
развијених тржишта. Циљ овог рада је да се установи на који начин сами 
тржишни учесници сагледавају факторе развоја тржишта капитала. У ту 
сврху спроведено је истраживање упућивањем Гоогле упитника на адресе 
свих чланова Београдске берзе и свих регистрованих друштава за управљање 
инвестиционим фондовима. Учесници у истраживању су се изјашњавали о 
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дванаест тврдњи које су формулисане на начин да успостављају везу између 
поједних фактора и развоја тржишта капитала. Резултати ранијих истра-
живања, који представљају основу за формулисање речених тврдњи, наве-
дени су у овом раду. Поред резултата ранијих истраживања, формулисање 
поменутих тврдњи било је условљено и уважавањем специфичности домаћег 
тржишта капитала, као и сазнањима аутора темељених на дугогодишње 
искуству у пословима са хартијама од вредности. Установљена је петосте-
пена Ликертова скала ставова за сваку тврдњу (од 1 до 5), које се односе на  
опредељење испитаника у вези са околностима развоја тржишта капитала. 
Испитаницима је понуђено оптирање између пет одоговора од „Потпуно 
незадовољан“, „Делимично незадовољан“, “Нити незадовољан нити задо-
вољан“, „Делимично задовољан“  до „Потпуно задовољан“. Резултати ис-
траживања су исказани кроз фреквенције и процентуалну заступљеност за 
сваку тврдњу. Закључна разматрања происходе из креираних дескриптивних 
статистика. Резултати анкете показали су највиши степен уверења испи-
таника када се изјашњавају о условљености развоја тржишта капитала са 
једне стране и добрих механизама информисања инвестиционе публике са 
друге стране. Истовремено, анкетирани су најуздржанији када сагледавају 
однос између страних портфолио инвестиција и развоја тржишта капита-
ла, односно изабраног модела приватизације и развоја тржишта капита-
ла. Истраживачки концепт представља нови приступ у проучавању домаће 
берзе, са основном интенцијом да се фактори развоја тржишта капитала 
перципирају из перспективе самих тржишних учесника. Намера је да се на 
бази ставова испитаника, у вези са дванаест формулисаних тврдњи, утврде 
њихови вредносни судови, али и пруже смернице за будућа истраживања и 
потенцијална унапређења домаћег тржишта капитала. Свака појединачна 
тврдња даје основа за специфична даља истраживања, а дуже временске се-
рије података су солидна статистичка основа за корелациону и регресиону 
анализу дефинисаних променљивих.

Кеy wордс: тржиште капитала, приватизација, регулатива, развој

Introduction

Despite the fact that the Belgrade Stock Exchange resumed operations in 1989 
(under the name of the Yugoslav capital market), the economic and political conditions 
for the development of the domestic capital market appeared after the social changes of 
2000. The proclaimed determination to join the European Union, the position of a small, 
open economy, the late privatization and the constantly present political and big capital 
interests shaped not only the capital market, but also the financial system of the Republic 
of Serbia as a whole. The dominance of banks and the almost marginal position of other 
financial institutions is one of the most noticeable characteristics of the domestic financial 
system. In such conditions, there is no interest of the academic public in significant 
research of the domestic capital market. However, there are certain studies that try to 
establish a connection between the development of the financial system and economic 
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growth in the Republic of Serbia, as well as the development of the domestic stock 
market and economic growth. Thus, Granger causality is used by authors Marinković 
and others to ascertain the interdependence of variable pairs as time series. The impact 
of a few of the examined variables on economic growth has been verified. The real GDP 
growth rate was impacted by stock market liquidity indicators, but there was no proof 
that the fluctuation in the stock market size and the real GDP growth rate were causally 
related. The lack of a causal relationship might be attributed to the shares’ excessive 
market capitalization, which arises from open joint stock companies’ legal duty to list 
their issued shares for trading on the Belgrade Stock Exchange. The study demonstrates 
that the liquidity of the market is far more significant than its size for the growth of the 
stock market and general economic expansion (Marinkovic et. al., 2013). Additionally, 
Božović examines the connection between Serbia’s financial development and economic 
expansion, keeping an eye on the impact of the stock market and the expansion of the 
banking industry. It establishes the positive and statistically significant influence of 
bank loans and stock market liquidity on economic growth using the framework of 
the neoclassical growth model (Božović, 2019). Numerous articles that evaluate the 
effectiveness of the domestic capital market have been published. Stakić and others 
examine the application of the efficiency hypothesis of financial markets to the Serbian 
financial market, namely the Belgrade Stock Exchange (Stakić et. al., 2016). Živković 
and Minović, the authors, tackle one of the main issues facing the Serbian capital market 
for the first time: liquidity. The domestic capital market is also categorized as one of the 
so-called frontier markets, which are markets that lack the traits of developed markets 
but should eventually adopt emerging market traits in the future phases of growth. The 
report examines Serbia’s frontier market’s illiquidity from October 2005 to July 2009. 
They take into account the reasons behind the exceptionally high market illiquidity and 
its volatility in addition to the rise and fall in returns throughout the observed timeframe. 
It is concluded that the growth or decline in the participation of foreign investors is the 
most common cause of the dramatic decline or increase in market illiquidity and its 
volatility (Živković & Minović, 2010). 

In this paper, we try to determine how direct market participants perceive the 
values and characteristics of the capital market. Therefore, an approach was used that 
tries to look at the position of the domestic capital market from a completely new 
perspective. Through respondents’ responses to the provided Google questionnaire, the 
aim is to evaluate respondents’ perceptions of the domestic market, identify fundamental 
weaknesses, as well as potential directions for improvement. The remainder of the 
paper begins with a review of the literature, followed by a summary of the Republic of 
Serbia’s financial system, including the role of the capital market. An overview of the 
research -methodology and an explanation of the results are provided below. There are 
conclusions in the end. 

Literature review 

There are numerous factors that determine the development of the capital 
market. The institutional components of macroeconomic stability are typically seen as 
fundamental: a robust banking sector, price stability, and fiscal and monetary stability 
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are all presumptions for the growth of the capital market. It is necessary to develop 
an effective legal and regulatory framework in addition to macroeconomic stability. El 
Wassal suggests that more factors that impact supply and demand in the capital market 
should be included in this list (El Wassal, 2013).

In a recent paper, the authors Demekas and Nerlich identify two different phases 
of capital market development - the first, embryonic phase dominated by the government 
and the second, mature phase in which the capital market begins to serve the private 
sector. The success of capital market development is determined by distinct conditions 
and motivations for each phase (Demekas & Nerlich, 2020).

The state’s participation in the capital market extends beyond its promotion and 
regulation; it also manifests itself as a direct player, such as when it sells bonds. In 
countries in transition, such as Serbia, the state also shaped the potential of the capital 
market in the future by selecting the privatization model. In the early years of the shift, 
there was unanimous agreement about the role that privatization played in the overall 
market transformation. According to Jeremić (2008), the privatization offer benefits local 
capital markets because: shares are typically issued by the biggest national state-owned 
companies; they have the largest investor base; these shares become market leaders; 
they create a rapper where none previously existed; as a result, many developing nations 
adopted the privatization sale of shares through a public offering on local stock exchanges, 
which resulted in a notable increase in stock exchange capitalization (Jeremić, 2008).

Perotti and Van Oijen’s research explores the possibility that privatization in 
developing economies, by resolving political risk, has a noteworthy indirect impact on 
the growth of the local stock market. The presented evidence suggests that progress in 
privatization is indeed correlated with improvements in political risk. It is stated that one 
major factor contributing to the rapid expansion of stock markets in developing nations 
was mitigating the political risk associated with successful privatization (Perotti & Van 
Oijen, 2001).

Thus, the growth of regional capital markets mirrored the state’s systemic 
approach, including its dedication to a particular privatization model. Therefore, in 
Poland’s example, the privatization plan carried out through a sizable sale to strategic 
investors associated with the initial public offering (IPO) helped the Polish stock market 
by making it sustainable even during periods of slowdown in privatization activities. 
The data for other CEE nations, which revealed a significantly larger fall in stock market 
activity than Poland, contradicts this conclusion (Köke & Schröder, 2002). In a 2022 
paper, Grittersová demonstrates—with the help of 25 Eastern European countries—that 
permitting foreigners to act as strategic investors in banks and the economy through 
the direct sale of state assets promotes institutional and legal development, particularly 
the development of a more robust and impartial legal system, as opposed to insider 
privatization models like voucherization or management buyouts, which do not serve the 
same purpose (Grittersová, 2022). However, Šuterová finds that the so-called tunneling 
was not as widespread as previously thought and that privatization funds did not have the 
negative impact on privatization that was previously thought when applying the standard 
capital price model (Šuterová, 2020).

It is no longer asserted that in developing economies, private ownership alone produces 
economic gains. The literature today reflects a more careful examination of privatization, 
as opposed to the dogmatic approach that predominated at the start of the transition. It is 
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specifically claimed that favorable outcomes require certain prerequisites, most notably an 
appropriate privatization process and regulatory architecture. A more recent study, from 
2022, offers a comprehensive analysis of the historical perspective and privatization trends 
after 1980 globally. There are a number of reasons why state-owned company privatization 
occurred and why the process slowed down after 2008 (Kikeri, 2022).

Foreign investments can be made more easily into a country with a developed 
capital market, which is particularly beneficial for nations lacking in the required financial 
resources (Brzaković, 2007). The decision on where, how and when to invest depends 
on economic conditions and economic freedoms (Milovanović & Marković, 2022). The 
inflow of capital into developing countries and developed economies takes place in different 
patterns, since it adapts to different economic and political structures. From the point of 
view of the host country, especially developing countries, portfolio flows are considered 
to play a key role in bridging the savings investment gap and providing foreign currency 
to finance the current account deficit. That is why the role of foreign portfolio investments 
(FPI) and their impact on capital market development and economic growth is the subject 
of special attention of developing countries. Thus, recent papers examine the effects of 
FPI in the case of India (Prabheesh, 2020), Pakistan (Shabbir & Muhammad, 2019), 
Nigeria (Ezeanyeji & Maureen, 2019). Singhania and Saini’s study looks at a sample of 
19 industrialized and developing nations over a 10-year period (2004-2013) in an effort to 
discover the factors that influence FPI flows. It has been noted that in developed nations, 
trade openness, interest rate differential, host country stock market performance, and US 
stock market returns are important trendsetters; in developing nations, on the other hand, 
FPI inflows are significantly impacted by the freedom index, interest rate differential, host 
country stock market performance, trade openness, and US stock market returns, as well as 
the crisis period (2006–2008) (Singhania & Saini, 2018).

Analysis of the connection between developing nations’ financial development and 
economic expansion is also given consideration. The studies that examine this subject 
and focus on the BRICS countries are more fascinating than others, given the subject’s 
increasing political and economic significance. Consequently, a study conducted by 
Osaseri and Osamwonyi found a positive correlation between the indicators of stock 
market development and economic growth in the BRICS countries based on a time 
series of data spanning from the first quarter of 1994 to the fourth quarter of 2015 
(Osaseri & Osamwonyi, 2019). Meanwhile, Guru and Yadav’s paper demonstrates the 
mutually beneficial relationship between indicators of stock market development and the 
development of the banking sector in promoting economic growth Guru & Yadav, 2019).

The financial system in the Republic of Serbia - the 
position of the capital market 

The most types of financial institutions recognizable in the practice of developed 
market economies is present in the financial system of the Republic of Serbia. 
Nevertheless, the Serbian financial system has the characteristics of a bank-centric on 
with an exceptional dominance of the banking sector. Table 1 shows that the share of the 
banking sector in the assets of the financial sector of the Republic of Serbia at the end of 
2021 is above 90%. 
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Table 1: Share of individual types of institution in financial sector4

Sector Assets, (bln RSD), 2020. Share (%)
Banking sector 4.601 90,6
Insurance sector 314 6,2

Pension funds sector 47 0,9
Leasing 115 2,3

Source: Author, based on the Quarterly overview of financial stability indicators` 
trends in of the Republic of Serbia for the third quarter of 2021, 2021 

At the same time, the total value of net assets of all UCITS funds on 31.12.2020, 
amounted to 51.7 billion dinars (Report on the activities of the Securities Commission 
and movements on the capital market January - December 2020, 2021)5.

Serbia’s capital market is small and poorly liquid. Both the supply and the demand 
sides of the market have barriers to the capital market’s growth.

With a few private company outliers, government bonds make up the majority of the 
bond market. It is the sole well-functioning sector of the stock market. In the initial period of 
the transition the stock market served to consolidate the ownership of privatized companies. 
Many corporations looked for a mechanism to be delisted from the stock exchange following 
the ownership consolidation in order to escape the financial and disclosure requirements that 
were set forth for public companies. At the end of 2018, the initial public offering took place, 
the first and only one after the restoration of the Belgrade Stock Exchange in 1989. Much has 
been written on the possible significance of initial public offerings (IPOs) and the reasons why 
they are not common in the domestic stock market’s operations. In one paper on this subject, 
the author particularly apostrophizes the unwillingness of the state to recognize the importance 
of the capital market and to sell some state-owned enterprises through an IPO (Erić, 2013). 
In principle, “the stock exchange performs a key function in providing the necessary critical 
links between companies that need funds to start new businesses or to expand their current 
operations and investors who have excess funds to invest in such companies” (Avdalovic & 
Milenković, 2017, p. 562). However, in the case of Serbia, the stock market is generally not 
perceived as a potential source of additional equity or debt capital. The growth of the securities 
markets and their suitable role in Serbia’s overall financial and economic development are 
contingent upon several essential characteristics, including credibility, disclosure, competence, 
and institutional independence (Šoškić, 2017). Finally, it is necessary to refer to the absence 
of elementary financial literacy and education of the population of Serbia, as a prerequisite for 
using alternative financial opportunities (Rakočević et. al., 2021).

The Belgrade Stock Exchange is the sole organiser of the MTP and Regulated 
Market in the Republic of Serbia. The regulated market is divided into two segments: 
Listing and Open Market. There are three listings within the Listing segment: Prime 
Listing, Standard Listing and Smart Listing. Table 2 displays the realised turnover value 
in dinars and euros for the year 2021 together with the total number of transactions per 
market segments where trading is conducted.:

4 According to the Quarterly report of the NBS, the share of financial sector (excluding investment 
(UCITS) funds) у GDP of Serbia amounted to 92,9%.
5 The financial sector, shown in the previous table 1 refers to institutions whose operations are 
supervised by the NBS. The Securities Commission controls the operations of investment funds
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Table 2: Total turnover and number of transactions regarding 
the market segment, 2021

Market segment Turnover (RSD) Turnover (EUR) Number of transactions
Regulated 37.716.264.748 320.785.365 14.003

Listing 36.365.408.473 309.295.748 11.549
Prime – stocks 475.823.703 4.047.039 10.147
Prime – bonds 34.748.478.649 295.543.621 712

Standard - stocks 1.141.106.121 9.705.088 690
Open market 1.350.856.275 11.489.617 2.454

Open market - stocks 1.350.856.275 11.489.617 2.454
MTP 3.514.930.228 29.894.505 4.740

MTP – stocks 3.514.930.228 29.894.505 4.740
MTP - bond

Total 41.231.194.976 350.679.870 18.743

Source: Author, based on the Report on the activities of the Securities Commission and 
movements on the capital market January - December 2021, 2022 

Although stock market turnover fell dramatically in 2020 due to the Covid-19 virus 
pandemic, the same trend continued in the following year. The total realized turnover on the 
Regulated and MTP market in 2021 was approximately 15.4% lower compared to the same period 
in 2020. (Report on the activities of the Securities Commission and movements on the capital 
market January - December 2021, 2022). Generally speaking, stock market trading is conducted 
at much lower levels now than it was in the years prior to the World Economic Crisis (Figure 1).

Figure 1: Turnover on the Belgrade Stock Exchange (EUR), in the period 2001-2021

Source: Author, based on https://www.belex.rs/trgovanje/izvestaj/godisnji

The first ownership concentration and the strong growth rates of representative 
indices, together with the increasing interest of many even small investors, were the 
causes of the stock market’s initial impetus before to the global financial crisis. However, 
over six months before to the start of the global economic crisis, in March 2008, the trend 
of the staggering decrease of stock market indices started. The subsequent sharp decline 
revealed the domestic stock market’s fundamental flaws—a lack of depth, liquidity, 
and transparency, or, to put it another way, a lack of sound underpinnings. The time 
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that followed only served to solidify that impression. Specifically, the Belgrade Stock 
Exchange has never gotten close to the index’s pre-crisis values, in contrast to the major 
stock exchanges in the globe and the markets in Eastern and Central Europe (Figure 2).

Figure 2: The value of the Belex15 index on the last trading day 
in the period 2005-2021

Source: Author, based on Author, based on https://www.belex.rs/trgovanje/indeksi/
belex15/istorijski/3y

All registered participants on the domestic stock exchange in 2021 are displayed in Table 
3. Following the global economic crisis, there has been a noticeable stagnation or reduction in 
the number of individual market players; this is particularly noticeable with regard to broker-
dealer firms - in 2007 there were 746 of them while in 2021 only 15 of them are operating. 

Table 3: Registered participants on capital market, 2021
Participants Number

Broker-dealer companies 15
Banks 8

Custody banks 5
Investment fund management companies 5

Investment funds - UCITS 19
Brokers 1.135

Portfolio managers 132
Investment advisors 47

Stock-exchange 1

Source: Author based on Report on the activities of the Securities Commission and 
movements on the capital market January - December 2021, 2022

The easiest way to determine the relative standing of the domestic stock exchange 
is to make comparisons with other countries. Table 4 displays the market capitalization 
as a percentage of GDP for a chosen set of countries. It is clear that Serbia is faring 
poorly in comparison to the nations that underwent the so-called economic transition. 

6 Report on the activities of the Securities Commission of the Republic of Serbia and developments 
on the securities market in 2007, KHOV, 2008, p. 54
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Table 4: The share of market capitalization in the GDP, 2020

State Share in %

Germany 59,38

Spain 59,24

Greece 27,00

Croatia 38,86

Japan 133,29

Hungary 17,84

Poland 29,75

Romania 10,23

Russian Federation 46,68

Serbia* 8,23

Slovenia 15,76

Bulgarian 25,34

USA 194.89
	 * The data refers to the year 2011
Source: Author, based on https://data.worldbank.org/indicator/CM.MKT.LCAP.GD.ZS

Significant institutional and regulatory advancements have occurred over the past 
ten to fifteen years, ranging from new regulations pertaining to investment funds and the 
capital market itself to the regulation of firms and takeovers. It has been demonstrated, 
therefore, that while important, a suitable institutional and regulatory framework is 
insufficient in and of itself to ensure the growth of the capital market. Specifically, the 
perception is that there is a lack of the state’s fundamental interest in making this financial 
system segment more significant. It was impossible for domestic enterprises to view the 
stock market as a possible source of loan or equity financing under such circumstances, 
as was already highlighted. There was no fundamental motivation for the growth of the 
local stock market due to the concurrent lack of interest from institutional and other 
investors, both domestic and foreign. Therefore, the capital market’s current state and its 
past development do not support the notion that it will soon begin to take on a new role 
inside the domestic financial system.

Research - methodology  

A Google questionnaire was sent to the addresses of every registered investment 
fund management company and member of the Belgrade Stock Exchange in order to 
perform the research7. The questionnaire was completed by 137 individuals, which is 
regarded as a statistically significant sample. A five-point Likert scale of attitudes was 

7 It is part of a more extensive research from the author's doctoral dissertation on the approved 
topic: "The role of investment funds in the development of the capital market".
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established for each claim (from 1 to 5), which refer to the position of the respondents in 
relation to the circumstances of the development of the capital market. The following table 
displays the five options that respondents could select from, ranging from “Completely 
dissatisfied” to “Completely satisfied”. The obtained data were statistically processed in 
IBM SPSS 26 and SAS JMP Pro 16.

Table 5: Five-point Likert scale of attitudes

Answers offered Scale
Completely dissatisfied 1

Partially dissatisfied 2
Neither dissatisfied nor satisfied 3

Partially satisfied 4
Completely satisfied 5

Source: Author 

The participants in the research declared the following statements (table 6): 

Table 6: Capital market development - claims

Claim 1 The development of the capital market results in a reduction of 
transaction costs.

Claim 2 Developed capital markets are characterized by high market 
transparency

Claim 3 A developed capital market is characterized by high liquidity and low 
volatility

Claim 4 Privatization processes contribute to the development of the capital 
market

Claim 5 The choice of the privatization model (auction/voucher) influenced the 
development of the capital market in those countries

Claim 6 An efficient legal system is a prerequisite for the development of the 
capital market

Claim 7 A developed capital market and good mechanisms for informing the 
investment public are mutually dependent

Claim 8 Good prospects for foreign portfolio investments are a prerequisite for 
the development of the capital market and vice versa

Claim 9 A developed capital market requires the introduction of all modern 
market participants into investment practice

Claim 10 A stable and developed capital market reduces the possibility of financial 
panic

Claim 11 The development of the capital market is conditioned by a stable and 
developed banking sector

Claim 12 A high level of economic development and favorable development 
perspectives contribute to the development of the capital market

Source: Author
 



http://www.ekonomika.org.rs

42  ЕКОНОМИКА

The stated claims are based on the findings from the literature, presented in the 
introduction and literature review of this paper, while respecting the specifics of the 
domestic stock market. The author’s many years of experience influenced the final 
formulation of the claims. The results of the survey are expected to provide reliable first-
hand information - from the market participants themselves - whose interpretation can 
be a useful basis for analysis and future research. Namely, regardless of the presented 
weaknesses of the domestic capital market, more than three decades of modern operation 
of the Belgrade Stock Exchange are a significant base of experience of market participants, 
which provides sufficient grounds for their credible observations and conclusions. On the 
other hand, the results of the survey can be a useful guide for the actions of the political 
creators of the economic and financial environment.

Research results 

The position of respondents - frequencies and percentage representation for Claims 
1-12 are shown in Figures 3 - 14.

Figure 3: Frequencies and percentage representation of Claim 1

Source: Author

Figure 3 shows that in relation to Statement 1, 70 respondents, 51% of those 
surveyed, took the position “Partially satisfied”, and that a total of 16, that is, 12% of 
those surveyed, were completely and partially dissatisfied.

Figure 4: Frequencies and percentage representation of Claim 2

Source: Author
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More than, 90 respondents, or 66% of the respondents, declared themselves "Partially satisfied" with regard to 
Statement 2 (Figure 4). If 22, or 16% of respondents who declared themselves "Completely satisfied" are added to 
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More than, 90 respondents, or 66% of the respondents, declared themselves 
“Partially satisfied” with regard to Statement 2 (Figure 4). If 22, or 16% of respondents 
who declared themselves “Completely satisfied” are added to this number, it follows that 
82% of respondents share position 4 and 5 on the displayed scale.

Figure 5: Frequencies and percentage representation of Claim 3

Source: Author

Market participants show a similar sentiment regarding Statement 3 – 105 of them, 
or 77% of the respondents, are completely or partially satisfied (Figure 5).

Figure 6: Frequencies and percentage representation of Claim 4

Source: Author
Only 7% of respondents declared themselves partially or completely dissatisfied 

with Statement 4 - the rest took positions 3-5 on the presented scale (Figure 6).

Figure 7: Frequencies and percentage representation of Claim 5

Source: Author
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In relation to Statement 5, there are more dissatisfied, 17%, while the others took positions 3-5 on the presented 
scale (Figure 7). 
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In relation to Statement 5, there are more dissatisfied, 17%, while the others took 
positions 3-5 on the presented scale (Figure 7).

Figure 8: Frequencies and percentage representation of Claim 6

Source: Author

Figure 8 shows that in relation to Claim 6, 71 respondents, 52% of those surveyed, 
took the position “Partially satisfied”, and that a total of 18, that is, 13% of those surveyed, 
were completely and partially dissatisfied.

Figure 9: Frequencies and percentage representation of Claim 7

Source: Author

A total of 105 respondents, 77% of them declared themselves completely or 
partially satisfied, while 10% of respondents were completely or partially dissatisfied 
with regard to Claim 7 (Figure 9)
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Figure 10 shows that 43 respondents, 31% of respondents did not declare themselves fully or partially satisfied 
with regard to Statement 8. 
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Regarding Claim 9, 56% of respondents are partially satisfied, and 15% of them are completely satisfied (Figure 
11). 
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Figure 10: Frequencies and percentage representation of Claim 8

Source: Author

Figure 10 shows that 43 respondents, 31% of respondents did not declare 
themselves fully or partially satisfied with regard to Statement 8.

Figure 11: Frequencies and percentage representation of Claim 9

Source: Author

Regarding Claim 9, 56% of respondents are partially satisfied, and 15% of them 
are completely satisfied (Figure 11).

Figure 12: Frequencies and percentage representation of Claim 10

Source: Author
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A total of 109 respondents, 4/5 of those surveyed declared themselves completely or partially satisfied, while 
11% of respondents were completely or partially dissatisfied with regard to Statement 10 (Figure 12). 
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Regarding Statement 11, only 11% of respondents are completely or partially dissatisfied, while 77% took 
position 4 and 5 on the presented scale (Figure 13). 

Figure 14: Frequencies and percentage representation of Claim 12 
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Positions 1, 2 and 3 on the presented scale were taken by 27% of respondents when they declared themselves 
about Statement 12. The other 73% of respondents were partially or completely satisfied with the same statement 
(Figure 14). 
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A total of 109 respondents, 4/5 of those surveyed declared themselves completely 
or partially satisfied, while 11% of respondents were completely or partially dissatisfied 
with regard to Statement 10 (Figure 12).

Figure 13: Frequencies and percentage representation of Claim 11

Source: Author

Regarding Statement 11, only 11% of respondents are completely or partially 
dissatisfied, while 77% took position 4 and 5 on the presented scale (Figure 13).

Figure 14: Frequencies and percentage representation of Claim 12

Source: Author

Positions 1, 2 and 3 on the presented scale were taken by 27% of respondents 
when they declared themselves about Statement 12. The other 73% of respondents were 
partially or completely satisfied with the same statement (Figure 14).

Conclusions

Table 7 provides descriptive statistics of frequency and percentage representation 
for the stated claims from 1 to 12. We can see the following (figures 3 to 14):

	- that the maximum attitude 5 is in statement 7 and it amounts to 53, or 38.7%, 
and the minimum attitude 5 is in statement 8 and it is 19, or 13.9%, out of a 
total of 137 respondents,

	- that the maximum attitude 4 is in claim 2 and it amounts to 90, or 65.7%, and 
the minimum attitude 4 is in claim 7 and it is 52, or 38.0%, out of a total of 
137 respondents,
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	- that the maximum attitude 3 is in claim 4 and it amounts to 24, or 17.5%, and 
the minimum attitude 3 is in claim 2 and amounts to 12, or 8.8%, out of a total 
of 137 respondents,

	- that the maximum attitude 2 is in statement 9 and it amounts to 15, or 10.9%, 
and the minimum attitude 2 is in statement 2 and it is 5, or 3.6%, out of a total 
of 137 respondents, and

	- that the maximum position 1 is in statement 8 and it amounts to 14, or 10.2%, 
and the minimum position 1 is in statement 3 and it is 2, or 1.5%, out of a total 
of 137 respondents.

Table 7: Descriptive statistics

Claims
Attitudes

1 2 3 4 5 In 
total

Claim 1 9
6.6%

7
5.1%

19
13.9%

70
51.1%

32
23.4% 137

Claim 2 8
5.8%

5
3.6%

12
8.8%

90
65.7%

22
16.1% 137

Claim 3 2
1.5%

7
5.1%

23
16.8%

68
49.6%

37
27.0% 137

Claim 4 4
2.9%

6
4.4%

24
17.5%

56
40.9%

47
34.3% 137

Claim 5 12
8.8%

11
8.0%

20
14.6%

70
51.1%

24
17.5% 137

Claim 6 5
3.6%

13
9.5%

17
12.4%

71
51.8%

31
22.6% 137

Claim 7 7
5.1%

7
5.1%

18
13.1%

52
38.0%

53
38.7% 137

Claim 8 14
10.2%

14
10.2%

15
10.9%

75
54.7%

19
13.9% 137

Claim 9 8
5.8%

15
10.9%

16
11.7%

77
56.2%

21
15.3% 137

Claim 10 6
4.4%

10
7.3%

12
8.8%

87
63.5%

22
16.1% 137

Claim 11 6
4.4%

9
6.6%

17
12.4%

85
62.0%

20
14.6% 137

Claim 12 8
5.8%

13
9.5%

16
11.7%

80
58.4%

20
14.6% 137

Source: Author

The results show that the respondents who declared themselves “Completely 
satisfied” were the most numerous, opting for claim 7, which reads: A developed 
capital market and good mechanisms for informing the investment public are mutually 
dependent. This observation indicates the importance given by respondents in Serbia 
to the obligation of public companies in terms of disclosure and information and is 
consistent with the basic findings from the World Bank’s publication entitled Capital 
Market Development: Causes, Consequences and Order, which summarizes theoretical 
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and empirical research that originated in the last 20 years, which concern this issue 
(Carvajal et al., 2020). The authors Carvajal and Elliott in an earlier paper (2007.) deal 
with the issue of securities regulation, which includes the regulation of public issuers 
of securities, secondary markets and market intermediaries, and in particular they 
apostrophize overcoming the problem of information asymmetry between issuers and 
investors, clients and financial intermediaries and between counterparties in transactions 
to ensure the smooth functioning of trading and clearing and settlement mechanisms, 
prevent market disruption and strengthen investor confidence (Carvajal & Elliott, 2007). 
On the other hand, the participants of the survey, who declared themselves as “Completely 
dissatisfied”, were the most in favor of claim 8, which reads: Good prospects for foreign 
portfolio investments are a prerequisite for the development of the capital market and 
vice versa. In relation to the last one, statement 8, it is interesting to note that about 31% 
of the respondents opted for the offered scale with the answer 1-3. The impression is 
that the caution shown by participants in the domestic capital market when they declare 
the importance of foreign portfolio investments is also related to the role that foreign 
investors played in the stock market crash in 2008. Some findings from the literature 
support this point of view. Thus, in a paper from 2011, which investigates the contribution 
of foreign investors to the development of the capital market in an emerging economy, it 
is concluded that foreign portfolio investments, as well as foreign securities issues, made 
an insignificant contribution to market development compared to alternative factors such 
as domestic investments in securities and domestic issuance of securities (Edo, 2011). On 
the contrary, as stated in the literature review of this paper, the inflow of foreign capital, 
including the form of FPI, is considered by many authors to be a prerequisite for the 
development of financial systems, especially in developing countries. Respondents show 
a similar level of restraint only in claim 5: The choice of the privatization model (auction/
voucher) influenced the development of the capital market in those countries. Namely, 
about 32% of the respondents chose the answer 1-3 on the offered scale, expressing 
their opinion on this claim. It seems that the direct market participants are not convinced 
that the privatization model influenced the development of the capital market. In the 
Republic of Serbia, after 2000, there was a turning point in the proclaimed model of 
privatization - instead of mass, insider privatization, the professional public then almost 
unanimously supported the model of auction (tender) sales. There is no such consensus 
today, on the contrary, numerous controversies and not infrequent scandals that followed 
the privatization of social capital silenced the almost apologetic proponents of the sale 
of social capital forever. Privatization did create the necessary market material, but by 
itself it was not a sufficient basis for the development of the domestic stock market. 
In addition to referring to recent reviews of privatization processes and, in particular, 
selected models, which are indicated in the literature review of this paper, at this point we 
should refer to the observations from the study authored by Estrin and others. Namely, 
in the paper, the authors investigate the impact of differences in the privatization method 
on national economic performance in transition economies, using dynamic panel data 
methods, for 23 countries for the period 1990-2001. years. Among other things, the study 
concludes that mass privatization has a significant positive effect on growth across a 
wide range of definitions and specifications. The analysis shows that the advantage of 
mass privatization was that it spontaneously led to the development of the capital market, 
which is significantly correlated with economic growth (Estrin et. al., 2004).
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The domestic capital market in the years preceding the World Economic Crisis (2008), 
and especially in the years that followed, was not the subject of significant interest from the 
investment and professional economic public. This is partially understandable, given that 
the bank-centric financial system was inaugurated in the Republic of Serbia, which, since 
it was outside the focus of economic and financial policy makers, positioned the domestic 
stock market on the margins of the financial system. However, this circumstance does 
not exclude the possibility of future research on this topic. On the contrary, we are of the 
opinion that the approach used in this paper, which provides information from the market 
participants themselves, creates a basis for a more thorough investigation of individual 
observations. For example, longer time series of data now provide an opportunity to 
investigate the relationship between indicators of economic growth and stock market 
growth and vice versa; between indicators of the development of the banking sector 
and the capital market, based on correlation and regression analysis. Also, given that the 
domestic bond market is almost entirely related to government bonds, and that it is the 
most important segment of the domestic stock market, there is a wide range of interest in 
researching the current development of this market segment, its investment base, but also 
space for potential expansion of the circle issuers.
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