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Institutional investors’ monSQ is wum_.__w Enmamﬁo in mzthE markets in m«nﬂ&
and .stock markets in particular, Their assets exceed USD 80 trillion, which are.
mainly invested into different types of securities. At the same time Ukrainian institu-
tional investors’ activity is increasing but:remains quite low. That is why we can say
that their presence on mSnw EE._E_“ will mnoi up Ea as a noammncounm influence
mﬁon_n market stability. - :

. The aim of this Ewnmwnw is to- aomﬂ@ &mﬂmﬁ a%mm ‘of _E:Eccum_ investors®
mo:SQ in stock:market and to examine their consequences for stock market mEE:Q

- Institiitional investors® activity in stock market can-influence on prices of secuti-
ties and their dominance in financial markets leads to increased volatility of financial:
assets’ prices. On the other hand, there is'a notion that normally institutionat investors
contribute to market stability because they have noBE.mrnamEm information abiout fi-
nancial assets. Bxcessive volatility exists only if the inner nature: om mbmnn_& assets
generates fluctuations, which exceed-average market volatility. .

Institutional investors generate liquidity that lowers excessive <o_mn:€ ZE.?
over, their presénce in international financial .markets assists in leveling om Eﬂnamﬂ
rate between local financial markets.

- There are several points of view:that support destabilizing :&:nboe ow Emﬁc.
tional investors in stock farket. One approach states that institutional investors have
huge funds invested in securities and any ormbmmm in their portfolios lead to price
fluctuations of securities. What is worth, price instability is followed by herd behav-
ior of institutional investors'when 93. are trading the same securities simultaneously.”

Herd behavior is very common among institutional investors firstly because they
can evaluate efficiency of the investment decisions of other investors and copy them
in case of satisfactory results. Secondly, financial results. of particular investment
fund compere with results of other funds. Unique strategy. of portfolio allocation. can.
be irrational because of unpredictable financial results. That is why investmerit port-:
folios of different funds are quite the same as to their structure and composition.
Thirdly, institutiona] investors may react in the same way on external information
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(e.g. &Snmam vwwu._mnn or m:muu:_om HmnoEEmm&m:ouwu It's m:o&m.. mwaEm of herd
behavior which leads to changes of assets prices evoked by excess demand.

There is a notion that institutiofial investers do: not'influence significantly on
stock market and one can’t find examples of herd behavior or destabilizing effects.
As was mentioned preciously, investors, react mnsﬁ_gmomm? on ?nnmgmnﬂm_m ang
* their behavior causes ‘rapid adaptation of assets pricés'to hew information E&nnm fi-
nancial markets more effective. Irrational behavior of individual investors is usually
compensated by institutional investors that lead to Bmuwﬂ stability. .

Completely opposite uoﬁﬂ of view on institutional investors’ behavior states that their
decisions are rational and take into account all changes in individual investors’ behavior, alt
valid information, unooBBos%aomm‘ and news.: But these decisions will be the same only if
evatuable information is.interpreted identically-by all.investors. I’ practice it’s impossible
that’s why herd behavior of institutional investors does not observe.

.. .. Another concept claims that institutional investors’.irfluence. in stock market is
neutral. Jt means that they- are not completely.rational and:at the samie time they do
not herd. Instead their actions are heterogenic:: different investment mnﬁnmwmm nentral-
ize each other and have no destabilizing effect on stock market. There is no.extra. de-.
aand for or supply of securities and their prices are at mnE_&nmE point. - G

One more theory that explaing institutional investors’ role in stock. BEWQ states
that there are: many- uninformed investors who act irrationally. They believe that can
forecast fiture prices. of securities and,.as a result, buy/sell them in: unpredictable:

meonner. Their actions trigger random price movements and: institutional Eedmaam

can’t gain any- advantages, while stock market moves from ite equilibrium. -

., To.sum up we can m:_o mgnﬂ_ reasons why EdeaQ.E investors Emcnuom

stock-market: - - . . R T

~huge mmnﬁéam vonmcgm are oi:& ,a% H&maa.m@ mgmm number. of Emunﬁaoum#

investors, which act simultaneously using the same financial. Emoamﬂon Do
.. ~these investors.act as authorized persons in asset management; 0. .

.r—stock market investments are considered as mron.amB_ _oi..zmr Eme-rﬁ_Em.

E<mmada=§ i
~decision-making process of institutional i investors is s 1ok 50 %gaoﬁ as _umuw nnsmsmg
. -.,~stock market support is not noum_amnmm as a E._BE% m:bosou or owrmwﬂou _u%
institutional investors. -, -

The common:features:of 96 mﬁonw EE.WQ Emﬁgrq are m3<n B_o om Smﬁanou&,

.Eé.m”ca in trading activities and cross-border investment flows, overreaction. based on
too optimistic forecasts, rapid price movements of financial assets, generated by usage of

detivatives, This instability: leads to important-macroeconomic conSequences, -causes:
growth:of wod.oi?m costs for enterprises and government, creating conditions for uncer-’
tainty of economic.development, decreasing’ volume of investment, contributes: 8 Enm.“,

fective mumuﬁm_ resources m:onm:on mbn._ Emw ﬂmw o», HOmmmm LT

LTt
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