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Autus Securities Limited
Address: 34 Khola Road, Woodlands
Lusaka
Tel: +260 761 002002
Email: info@autussecurities.com
Website: www.autussecurities.com

Equity Capital Resources
Address: 4th Floor, Godfrey House
Cnr
Kabelenga & Longolongo Roads
Lusaka
Tel: +260 211 227 518
Email: info@ecrinvestments.com
Website: www.ecrinvestments.com

Hobbiton Investment Management Limited
Address: 2287 Corner of Lagos and
Lubuto, Lusaka.
Tel: +260 211 232 877
Mobile: +260956 529 966
Email: invest@hobbiton.co.zm
customercare@hobbiton.co.zm
Website: www.hobbiton.co.zm

Longhorn Associates
Address: Ground floor Garden View
Office
Park, Plot 1146/15, Lagos Road,
Rhodespark, Lusaka.
Contact Person: Joy Nanyinza
Tel: +260 211 252540
Email: joy@longhorn-associates.com
Website: www.longhorn-associates.com

Madison Assets Management Company Limited
(MAMCo)
Address: MLife Building, Dar es
Salaam Place, Cairo Road, Lusaka.
Tel: +260 211 255121/257152
Contact Person: Blessing Chilombe
Email: blessing@madisonassets.co.zm
Website: www.madisonassets.co.zm

Pangaea Securities
Address: 1st Floor, Pangaea Office
Park, Great East Road, Lusaka.
Tel: +260 211 220 707
Contact Person: Wendy Tembo
Email: wtembo@pangaea.co.zm
Website: www.pangaea.co.zm
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Stockbrokers Zambia Limited
Address: 32 Lubu Road Longacres
Lusaka
Tel: +260 211 232 456
Contact Person: Maxime Harlaar
Email: info@sbz.com.zm
Website: www.sbz.com.zm

2nd Floor MAMCo House,
Plot 316, Independence Ave
P.O.Box 34523 Lusaka Zambia
Tel: +260211228391/228537/228594 Fax: 2601225969
Email: info@luse.co.zm
Website: www.luse.co.zm



The Lusaka Stock Exchange (LuSE) began on February 21,
1994. A stock exchange is simply a marketplace for people to
buy and sell shares in companies.
For people that already own shares, LuSE provides a place
where they can let all potential buyers know about the shares
they have to sell. For people that would like to buy shares, the
LuSE provides a place where they can let sellers know about
the shares that they want to buy. By bringing together all of
the sellers and buyers of a particular share, the LuSE ensures
that both sellers and buyers get the best possible price. The
LuSE is therefore an efficient, orderly and transparent market
for shares and other securities.
UNDERSTANDING THE MARKET
Much like farming, High Risk and potentially High Rewards.
Understanding the stock market and using it to good advantage as an investment vehicle is a bit like understanding
farming.The fortunes of a farmer rise and fall in line with
variation in the weather and any underlying changes in
climate. This assumes of course, that proper selection of good
high quality seed and fertile soils has been done. And above
all else that sound managerial skills and experience to control
the farming process, and produce desired results are available
or can be readily sourced or contracted.

nature, learned to tame and live with the unpredictability of
the weather. For example, by crop rotation or planting 2-3
crops in one field, a farmer seeks to increase yields and
minimise the risk of total loss as would surely happen
someday if the farmer concentrated solely on one crop year
in and year out.
The farming analogy is a useful learning tool for all those
seeking to use the stock market for investment, saving,
income, or long term wealth appreciation. Like farming,
investing on the stock market carries with it some risk. These
risks, however, can be contained and managed to yield
potentially high attractive gains as income in the form of
regular dividend receipts or wealth through the long term
price appreciation of the shares.
Before discussing the tangible benefits of owning shares in a
public company let us understand a little more about the
movement pattern of share prices on the stock market.
Suppose the movement in the share price of a company is as
shown on the graph here too.

Farmers have through experience gained over time, and by
careful observation of patterns and climatic clues from

Think Long Term
In the short term (6-12 months) the company performed
badly. Any investor who sold shares in the first Year (from A to
B) would have incurred a loss on their investment. Investors
who sold after one year would have obtained losses on their
investment. Investors who sold after two years would have
obtained gains on their investment from the price appreciation as well as any dividends received in the period.
The point to note is that over a short period of time, prices
rise and fall. Over the long term, a good sound investment
would give an overall positive trend and price appreciation
(from A to D). Conversely, an investment in a poorly performing company, would in the long run show an overall download trend in the share price. In the example shown on the
graph, the net results, over a long term horizon, is a share
price rise from K50 (point A) to K140 (point D) - in the
intervening period however, the share price has experienced
some ups and downs and even dropped to as low as K20.
It is these ups and downs in the movement of the share price
that make the market. Investors respond differently to these
ups and downs. At any one point in time some investors
respond to these price changes by selling their shares
(perhaps incurring a loss or realising a gain) whilst others may
respond by buying.

An investor on the stock market can expect a similar relationship in the fortune of their investment in company shares.
The price of company shares will sometimes rise in the same
way that a farmer's expectation of a good bumper crop
harvest raises with good rains. Conversely, share price will
also sometimes fall in the same way that poor rains or
drought spell calamity for a farmer.
Does this mean that investing in the stock market is risky
Business? Clearly yes, in the same way that farming is inherently risky business and yet this has never stopped many
good farmers and even novices from continually farming, as a
living, or simply experimenting and trying it out and realising
a sense of satisfaction and rewarding returns. As a result,
generally creating and building individual wealth for them
and contributing to national output and employment.

What lessons can we draw from the share price movement
pattern in the fictitious company illustrated on the graph?

An investor who buys the stock at prices of K50 per share is
shown as point A on the graph. Let us assume thereafter that
the company then undergoes a restructuring exercise and
temporarily loses market share due to strong competition,
causing the price to drop from K50 per share (point A) to K20
per share (point B). As a result of re-organisation the company wins several contracts as well as high domestic sales
growth and increased investor interest. In response, the share
price rises sharply over the next one and half years from K20
(point B) to K100 (point D)

The moral of the story is that investing on the stock market
has its high and its lows. The astute investor is one who seeks
professional advice from a broker and thereafter takes
appropriate sound action in relation to each share price
behaviour on the stock market. For example, a share price
drop may be caused by temporary factors (see point B) and
this may be an opportune time, not necessarily to sell, but
perhaps to even buy more shares since they are then priced
lower with long term expectation of price appreciation (from
point B to D) and therefore, the potential for a substantial
gain in the future.
Seek professional Advice, Talk to a stock broker
Again, professional advice and a careful analysis and weighing of the risks involved, the exposure levels available counter
control measures are absolutely necessary. Just as a good

farmer relies on expert weather forecast and expert extension
support services, any good and astute shareholder should
never dispense registered professionals or to be too
distanced from various market information and monetary
trends. The stock broker is a professional who is trained and
specifically licensed under law to provide expert advice and
serve as a point of contact and information in the market. Be
sure to make sure that the professional you engage with is
licensed with the SEC and registered with the LuSE as a
broker in the market.
Benefits
Shareholders benefits from income received as dividends. The
second benefit is from the growth of the investment in that
the same shares can be sold at a higher price to another
investor. This rise in the share price and profit from the
investment is referred to as capital gain. The total benefit
received by the shareholder is commonly called the total
return and is the sum of the dividends and capital gain over
the time period the investment is held. In measuring the
attractiveness of a share or investment on the stock market,
an investor should always compute the total returns and use
this when comparing alternative investment options. Company prospects and profit are generally determined by industry
sector or nature of business and whether the company is still
young and growing or is mature and stable.
Companies still at the growth stage are not likely to pay out
dividends but will show significant price appreciation and
hence capital gains for investors. Mature companies on the
other hand will typically reward investors by large and
consistent dividend payments. In selecting which company
shares to buy, an investor should decide beforehand whether
their main priority and objective is immediate regular income
through dividends or long term growth via price appreciation. Investors are again advised to consult a stock broker for
detailed guidance and advice on selection of shares.
Monitoring your investment
Watch your investment grow and keep up to date by watching the LuSE closing prices on ZNBC Main News, and on the
LuSE social media pages (Twitter and Facebook).
Summary
Benefits of Investing on the Stock Exchange
How do you benefit from investing on the stock exchange as
compared to other choices of investment?

There are several benefits, summarised below:
Earn Dividends - Dividends are a distribution of part of the
company's profits to shareholders.
Make Capital Gains - This is the capital appreciation or
growth of your investment over time and is measured by the
rise and fall or the share price.
Get New Issues of Shares - You can get the benefit of
Bonus Issues and Rights Issues.
Bonus issues a free issue of shares to existing shareholders
based on a ratio of the number of new shares to the number
of shares held.
Rights issue is an issue of new shares based on a ratio of the
number of new shares to the number of shares held, to which
existing shareholders have a right to subscribe in priority at a
fixed price.
Security and Collateral -Your shares can be pledged as
security for borrowing money from financial institutions such
as banks.
Diversifying your risk - You have a wide choice of companies to invest in. By spreading your investment in a number of
companies you significantly reduce the risk exposure you
would face, if you only bought shares in one company.
Are there risks involved in investing on the Stock
Exchange?
As mentioned, Stock prices rise and fall. Companies may not
do as well as expected and their share prices may fall. Your
stockbroker may assist in advising as you navigate through
your investment journey. Like other financial assets, there is
always a risk associated with investing in shares.

