Restoring the stock market to a sustainable growth path (2) 
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The second reason why investor education is crucial is the limitless advantage that comes with knowledge. A knowledgeable investor will have more than enough tools to protect his investment. 

Not only in making the right decisions, but also in taking advantage of the protection that the regulator and the market provide when there is any infraction by any operator. In other words, nobody can take advantage of a knowledgeable investor. The role of the investor is critical in the development of the capital market, so anything to improve confidence must be given priority. 

It is a pity government has not focused its attention yet on the development of our capital markets, may be the importance of the market has not dawned on them, as there is major misinformation out there that the stock market is for the few and moneyed class. While it is true that the market is a capitalist game, its impact reaches far beyond the immediate players. The market is where companies come to raise money to build their businesses, and lately, also an important source for raising money for development purposes. 

We have to treat it with the importance that it deserves if we want it to do what it has done in other developed economies. There is no doubt that there exist the same entrepreneurial zeal and talent in Nigeria as in these other places, the difference is the lack of capital to pursue the ideas that will build this economy. The focus in sustaining investor confidence must include making sensible and stable fiscal and economic policies that is clear, realistic and can stand the test of time. 

Investors must see policies focused on the long term that allow them to plan, as unstable and inconsistent policy making undermines investor confidence. Of course, we must also add that the companies quoted on the exchange cannot grow without the needed infrastructure of roads, energy, education and strong institutions that hold an economy together. 

We must also put in place a regulating environment that enjoys the confidence of investors, operators and all who use the capital market. Regulation must be fair, with sensible rules that are clear, enforceable and have the buy in of operators and other users of the market. A clear case of immediate action is the rules for margin trading that has been fingered for the troubles in the current stock market slump. The truth is that margin lending was not the trouble, it was the lack of clear rules around it and lack of knowledge of what they were about. The growth we experienced in the three years before the crash was mainly due to margin lending. Our market like other stock markets need margin lending to grow. 

There is a need to make rules around it that will guide its use. A lot has been said about regulatory failure in the recent past, the issue goes beyond that, because the learning process is usually slow, our regulators and all participants are in a learning mode. 

Experience usually comes from the lessons learnt, unfortunately, we sometimes get the bad experience first before the lessons. Continuing education for all operators and regulators must become a priority to bridge the knowledge gap that exists now. 

Restoring confidence in the market is critical to bringing back liquidity, which is key to sustainable development of the market.
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