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Abstract

Drawing on recent discussions of relational embdddss and socio-technical
agencementthis thesis analyses the relationship betweenkstmading and lay
investors’ daily lives, including their social rétms, activities, events, devices,
places, work and ways of thinking. Taiwan’s stocrket provides an appropriate
location for investigation because of the dominaaotéay investors in the market
and the high proportion of Taiwan’s adult populatwho engage in stock trading.
The data were obtained from three main sets ofcesurin-depth interviews,
document analysis and ethnographic observationgueathat lay market actors are
not only framed by the market’'s mechanisms, bu bisdaily-life structures.

The Taiwan Stock Exchange, as an electronic, anoaogniinancial market,
has been a challenge to the embeddedness approacto dne absence of direct
interaction between the parties to transactionss $tudy presents another aspect of
socio-economic relationships in the market: the m financial-market activity in
wider social interactions. Like taking part in amppular social activity, lay
investors’ social ties are maintained and expenggdngaging in stock trading.
Social relations and stock trading are woven tagrettind form a largely seamless
whole, part of lay investors’ daily life.

The socio-technicahgencementsf lay investors contain distinctive features:
diversity, bricolage, use of non-professional ‘@e&’, action in non-financial places,
everyday means of controlling market risk and asson with everyday events. The
differences between thegencementsf lay investors and professional practitioners
produce an asymmetry of calculative capabilitiesvben market actors. Superior
calculative capabilities tend to give an advantgprofessional practitioners in the
market, but these strengths are constrained btiqgabland economic factors.

This study sheds light on micro social factors, ehare comparable with
economic, institutional and psychological explamasi, in accounting for lay
investors’ behaviours in financial markets. The Igsia also suggests the
compatibility of the three important social scieraggroaches to economic agents:

Granovetter's embeddedness, Zelizer’s relationakwad Callon’'sagencement
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Chapter 1

Introduction

1.1 Introduction

For a long time, stock markets, as other finanmatkets, had been considered a
domain of professional practitioners, such as ats/yrofessional traders, financiers,
fund managers and stockbrokers. For most peoptek strading tended to be
distanced from their daily life (Michie 1999; Pre#@09a). Investing stocks through
mutual and pension funds had been a popular meateyfpeople in many countries
to take part in the markets (Thatcher 2007). Wit growth of global financial
sectors and technological developments, stock rsakkerldwide have increased in
size at a rapid pace and the overall cost of ttatias markedly decreased (Weber
and Devis 2000; Barber and Odean 2001b, 2002; lea26D4). In some countries, a
significant proportion of the population have ditgcparticipated in the stock
markets, and they (the ‘lay investors’) have becameajor role in the markets and
received attention from other market participamd acholars (e.g., Gamble 1997;
Hertz 1998; Mayall 2006; Harrington 2008; Roscoeal &toworth 2009; Roscoe
2013).

Lay investors are also called ‘amateur investonsdividual investors’, ‘retail
investors’, ‘small investors’, ‘lay trader’ or ‘negorofessional traders’ in different
social contexts and academic studies. In Taiwan& @hina’s stock markets, they

are calledsanhu (g% F), which means ‘dispersed or scattered playerd'.tidse

terms indicate characteristics of lay investors hade constructed a conventional
category for them in the markets. Generally, theph ‘lay investors’ refers to those
market participants who do not work for financiaktitutions; instead, they trade
small quantities of stock for themselves and uguadt individually in the market. In
other words, they are in contrast to professiomaktgioners, who are financial
experts, trading for institutional investors, sashmutual funds, in stock markets and

managing large investment portfolios.



Recently, research on lay investors has grown hapidthe social sciences,
such as sociology, anthropology, and social studiesinance’ and behavioural
finance? The research tends to focus on lay investorsvities in the market and
have provided analyses of their trading behavioptschasing decisions, market
analysis, information selection, views of the maiked uses of contemporary online
devices through various perspectives (see Secjioh Gomprehensive picture of lay
investors’ market actions has been constructechbyfindings of these impressive
studies.

Unlike previous studies whose emphasis was on tayestors’ market
behaviours, this study is interested in anotheeetspf lay investors: the relationship
between stock trading and daily life. Lay investars accustomed to trading stock in
daily life, as everyday activities in everyday eowmments. In contrast, for
professional practitioners, trading is a job, &eealand an assemblage of professional
knowledge, skills and devices (Zaloom 2006). The#éerences pose a sharp
distinction between lay investors and professigraktitioners, but the distinction
has not been underscored in this field. The ainthaf study is to explore this
relationship and elucidate the importance of thtimtctive characteristic of lay
investors.

The main approaches of this study are inspired dhyoas in economic
sociology and social studies of finance. In ecomosaciology, Mark Granovetter’s
(1985) theory of embeddedness has indicated thepamable relationship between
economic activities and social ties. His key argaoinie that economic actions are
embedded in social relations. This idea has beeelalged in social-network studies
(e.g., Uzzi 1996, 1999; Burt 2001; also see SmittesD and Powell review 2005)
and the school of social capital (e.g., Colemar8i®®rtes and Sensenbrenner 1993;
also see Lin review 2001). With the growth of cigms of Granovetter's
embeddedness (e.g., Krippner 2001; Krippner andakkx 2007), Viviana Zelizer

! Broadly speaking, ‘social studies of finance’ reféo ‘the application to financial markets of sdci
science disciplines beyond economics’. Howeveitsiimore specific meaning, also more relevant to
this study, the term refers to ‘approaches to ntarkteat are inspired by social science research on
science and technology’. ‘Social studies of finanseeen as analogous to ‘social studies of sefenc
(MacKenzie 2009: 2).

% ‘Behavioural finance’ is ‘the application of psydbgy to financial behaviour. The school
burgeoned in the 1980s when a few scholars begaistover anomalies in financial markets, and
empirical data were not consistent with mainstrdexance such as efficient market theory (Shefrin
2002: 4-10).



has offered an alternative approach in her recemksvto investigate the connection
between economic action and social interaction dntrcng on the meanings of the
economic action, which is called ‘relational worfg010, 2012). In brief, these
schools in economic sociology have provided a $etoaceptual tool kits for this

study to examine how lay investors’ market and aoactivities are constituted of
social interactions, interwoven together in dailfe land associated with the
maintenance of personal ties.

Social studies of finance have furnished anothepontant source of the
theoretical framework. Though this school includesiltidisciplinary works, the
materiality of financial markets, such as physiagkfacts and technologies, is its
main concern. Michel Callon (1998, with Millo andukiesa 2007, and with
Caliskan 2010) has suggested that market actors tlee social-technical
configurations of human beings and non-human estitsuch as information and
dealing systems. Without market devices, human tagemuld lose calculative
capabilities and thus would be unable to act in itierket. This idea has been
developed in Donald MacKenzie’s serial works (20@8h Muniesa and Siu 2007,
2009). The interconnections between participants @evices in financial markets
also have been underscored by other scholars, asi&tarin Knorr-Cetina and Urs
Bruegger (2002), Daniel Beunza and David Stark 42@aitlin Zaloom (2006) and
Alex Preda (2009a, 2009b). The idea from sociatlistiof finance has offered a
perspective for this study to examine how lay madators assemble in daily-life
environments and which elements are made up ddtoes.

Taiwan’s stock market probably is one of the bestalions for this
investigation. This is not only because of the dwnce of lay investors in the
market, who contribute to about 60 per cent ofrttagket’'s equity trading value, but
also because it is estimated that over 50 per @efiiiwan’s adult population are
engaged in stock trading. These figures are mughehithan similar statistics in
many other countries, such as the US and the UK $&xtion 4). The figures also
suggest that this society is an appropriate casdhi® study and imply that the
interconnections between lay investors’ stock trgdand daily life would be
discernible in the field.



The literatures are useful to shed light on diffikreocio-economic aspects of
lay investors in Taiwan. Granovetterian embeddesiseggests the importance of
social connections to explain the proliferationlay trading in Taiwan. Callon’s
theory of market actors suggests the importanamarket devices to illuminate the
market power of different types of investors. Bstitial relations and technology are
expected to play a substantial role in the fornmatiblay investors in Taiwan’s stock
market. The viewpoints of this study are mainly dth®n these two theoretical
sources.

Specific research questions of this study are drdmem the theoretical
perspectives; the actual conditions of the reseaad®e should be also taken into
consideration. The structure of this thesis isragea according to four main research
issues.

Chapter 2 will explore the effects of social redas on lay investors’ stock
trading, as well as the influences of stock tradingthe maintenance and extension
of their social ties. The chapter will suggest thieractions between stock-market
activities and social relations throughout in thuly anonymous electronic stock
market.

Chapter 3 will examine the configurations of layrke actors. The main
elements include market devices, ideas of stocHirtga and market risk, and
environments. The variety of the configurations dhdir connections with lay
investors’ daily life will be analysed.

Devices and other non-human entities constituteketaagents’ calculative
capabilities (Callon 1998, 2007). Chapter 4 willabse the asymmetry between
professional practitioners’ and lay investors’ cédtive capabilities in the market.
The chapter will shed light upon the strengths eesdraints of professional agents’
calculative power.

Brokerage offices are the specific financial pladesigned for lay investors,
though they have lost their exclusive position esviglers of real-time information
and efficient order placing systems, due to teabgiohl developments. Chapter 5
will look at contemporary brokerage offices and raxege the interconnections
between participants (lay investors and staff),ketaand social activities, equipment

and space. Contemporary Chinese brokerage officdls b& included in the



discussion in order to compare them with Jocelymida’s (1997) and Ellen Hertz’s
(1998) studies of the 1990s Shanghai stock market.
Chapter 6 will be the conclusion and discussiore fidiowing sections of this

chapter will provide a literature review, methodpi@and contextual background.

1.2 Literature Review

1.2.1 Sociology of financial markets

Financial markets are an emerging subject in sogiglthough the issues have been
previously discussed in Karl Marx’s (1974: 476-584) Max Weber’s (1968: 82-5,
635—40, 2000a, 2000b) classical works. After Welegearch on financial markets,
as on other economic issues, had grown slowly aogmy. With the recent rapid
development of global financial systems, studiesfindncial markets have re-
emerged within contemporary sociologists’ concefidisister 2002; Smelser and
Swedberg 2005; Sassen 2005).

The two important collections edited by Knorr Catemd Predalhe Sociology
of Financial Marketq42005) andrhe Oxford Handbook of the Sociology of Finance
(2012), have provided an overall view of this fiellhe range of topics and
approaches of the articles in these volumes aradbrdhe issues include market
actions, institutions, investors, politics, goveroa, financial crises, etc.;
perspectives ranging from economic sociology, palitsociology, organizational
sociology and historical sociology, to gender stsdigeography, anthropology,
social studies of finance and other disciplinesareadopted for the analyses. The
varieties of topics and approaches are a charstitedf the sociology of financial
markets and this characteristic has been undedaorether review articles as well
(e.g., Keister 2002; Preda 2007).

Actors are a key element of financial spheres dsal @ focus of sociology of
financial markets. Of all these ways to examinauiitial-market actors, theories of
relational embeddedness, drawn from economic smgyoland the perspectivaf
agencementdeveloped in social studies of finance, are sofmdie most insightful

approaches.



Embeddedness is a familiar notion for economic ddogists and economic
anthropologists, though the notion does containsentitan one concept (Krippner,
Granovetter et al. 2004). The concept of embedds=dmas originally posited by
Karl Polanyi (2001). In Polanyi’s idea, the ideaggests the essence of economy. In
brief, he argues that economies of all types ofespe- including market systems of
industrial societies — are institutions for prodoictand allocation and are embedded
in non-economic institutions. Financial marketscracial economic institution of
contemporary capitalism, are one example. The dmsabeen supported by many
studies and their findings have indicated that rfoia markets and products are
enmeshed in politics, culture, religion, etc. (edelizer 1978; Carruthers 1996;
Carruthers and Stinchombe 1999; Siu 2008; Pred@)00

Embeddedness is given another meaning by Granovgi®85, 2005). He
applies the idea of embeddedness to micro-levelysisaand argues economic
actions, including individuals’ market activities,e embedded in social relations. In
the sociology of financial markets, relational euhtbedness and relevant concepts,
such as social network and social capital, haverneamportant analysis tools, and
social relations are argued as the underlay ohtia activities’ essential elements,
such as trust, order, efficiency and informatioolenge (e.g., Baker 1984; Abolafia
1996; Uzzi 1999; Mizruchi and Stearns 2001).

On the other hand, social studies of finance terfddus on the material aspect
of financial markets and emphasize the relationbkigveen technicality and society.
The approaches of this field, as noted, are styomgfluenced by science and
technology studies (MacKenzie 2009). A number ofrksoin social studies of
financial markets have pointed out that the marketssocial-technical constructions.
Technicalities and technologies, such as computssnomics, financial models,
trading devices, communication tools, price datérmation media and the layout
of the trading room, not only constitute finanamaérkets but also interact with the
markets and shape the markets (e.g., Knorr Cefd@3;2Beunza and Stark 2004;
MacKenzie 2005, 2006; Muniesa 2008; Preda 2009a0P@uerra 2010).

With regard to analysis of market actors, Callocosmcept ofagencements
one major approach in social studies of financ®®812005; with Caliskan 2010).

The notion ofagencemenis drawn from Deleuze (Deleuze and Guattari 1998).



Callon develops this concept to challenge the cotiweal concept of market actors
(human actors) and argues the market actors arial-sechnical agencements
(assemblages of human beings and non-human enfties Chapter 3). MacKenzie
and Hardie’'s (2009) analysis of hedge funds is mample equipped with this
perspective.

Indeed, a number of studies in this field have pled examples of the
incorporation of these approaches from economi@kiyy and from social studies
of finance. The works have suggested that bothiealties and social relations are
crucial for the existences and operations of fim@noarkets (e.g., Knorr-Cetina and
Bruegger 2002; MacKenzie and Millo 2003; Preda 2008

The theories from the sociology of financial maskahderpin the viewpoints
and theoretical frameworks of this study. The dpediterature related to each
research issue will be reviewed and discussed ctgply in each chapter. The
following subsections are aimed to provide an osswof social science research on

lay investors.

1.2.2 Social studies of lay investors

Compared to research on professional practitionaysinvestors have received less
attention in the sociology of financial marketseg€eallon et al. 2007; MacKenzie et
al 2007; Knorr Cetina and Preda 2005, 2012). Howedtie number of studies of lay
investors has grown recently in this field. Tradiagfivities are one of the main
interests of these studies. Researchers tend yoorelethnographic data (mainly
collected from direct and indirect observation anterviews) and analyse the
activities in real social settings.

For example, Margery Mayall (2006) studies différemactices of technical
analysis of lay investors in Australia. She argtlesse investors’ analysis models
mirror their ontologies of the market and the inwes are categorized into four ideal
types according to their ontologies: system tradars traders, game traders and
explorer traders.

Based on Mayall’s findings, Philip Roscoe and Gatgbworth (2009) explore

British lay investors’ styles of technical analysiBhe study enhances Mayall's



argument and provides a more detailed taxonomy agf technical analysts.
Furthermore, they argue that technical analysisldgrinvestors usually is not a
device to generate extra market returns, but, agstess a heuristic tool to frame the
market.

Preda (2009c) studies trading calculations of USiteestors in the online
anonymous markets. He argues that the calculagoesnot planned actions but
activities which are situational, relational andobnated with devices (screens).
The goal of the calculations is brief anonymousoenters by making absent
strangers present in the traders’ situations.

Unlike most studies of this issue which focus otin@nlay investors and their
trading actions (i.e., in front of a screen), Breddarrington (2008) investigates
decision making within US stock investment clubsvelstment clubs are formal
associations which consist of a small group of ilayestors. Members pool their
money, have regular meetings and jointly decidestwments of the club. Harrington
argues social factors strongly affect these clulysérations, performances and
investment. When the club members come to an agmteabout purchasing or
selling stocks, they not only contemplate the faahimplications of the decision
but also think about its social implications, sashmaintaining the solidarity of the
club, if it is consistent with their self-identiti€e.g., club members view themselves
as good citizens who avoid investing in unethicahpanies), if it complies with the
club’s investing culture (e.g., some clubs are usesssessing a stock in accordance
with fundamental analysis) and often clubs mayembgender differences (e.qg., all-
female clubs may buy clothing companies and retiktock and name this type of
stock ‘girl stocks’).

In addition, Harrington finds mixed-gender clubsdeto own more diverse
information sources, and ‘professional clubs’, whasembers retain instrumental
relationships, encourage the members to openlysistheir opinions. As a result,
these two types of clubs usually perform betterntisngle-gender clubs and
‘friendship clubs’. However, ironically, due to @rhal homogeneity and affective
ties, the latter two types of clubs are less likilydisband, even without positive
financial performance. In general, Harrington agytieat lay investors’ behaviours

are not inclined to be ‘irrational’, as some finehdtheories claim, but they are just



more likely to be driven by both economic and noor®mic rationalities at the
same time.

Other aspects of investment clubs and US lay iovesare highlighted in
Harrington’s subsequent works. Based on Foucaydésspective of ‘power as
knowledge’, Harrington (2012a) emphasizes the poredation in the US stock
market. She suggests the rise of lay investorshan 1990s resulted from the
contemporary political and economic structural gfemn the reform of the pension
system, the decline in real wages and the amendofi@aipital-gains tax. In the US,
stock markets have become an arena where lay orgesire competing with
financial elites, e.g., financial professionalse&taims investment clubs are a means
to empower lay investors through providing an itoston for learning about
investment.

After the burst of the dot-com bubble and afteresalfinancial frauds, such as
the Enron accounting scandal, were revealed, Hamm (2012b) notices that a
significant number of lay investors have contintegarticipate in the stock market.
Among investment club members, some experienceckshiod stasis, some denied
the end of the bull market and some blamed theraselg complicit in the growth of
the bubble. She argues the ‘group’ (the investrokiids) plays a key role that helps
those lay investors continue trading and deal wigir feeling of shame, which was
supposed to drive them out the market, accordirigafdman’s theory of shame.

The material embeddedness of UK lay investorspsnted in Roscoe’s (2013)
latest article. Inspired by social studies of fioarfCallon et al. 2007), he highlights
the role of the ‘material’ (i.e., devices) in emtdedness. According to his study, UK
online lay investors strongly rely on anonymou®iattions in the Internet forums
(through posters) and the online trading tools plesd by securities companies.
Furthermore, he argues the economic function o#-taeface interactions, such as
attending investment shows or participating in staeent clubs, has been
marginalized in lay investors’ trading. Based onrriigton’s argument, Roscoe
conjectures the reason of participation in thodevities is linked to lay investors’

self-identity.

1.2.3 Financial studies of lay investors



In financial economics, lay investors are ofterarelgd as ‘noise traders’, who ‘trade
on noise as if it were information’, as contrastedhe ‘information traders’homo
economicudgn the financial market), who are usually exemetif by professional
investors (Black 1986: 531; Barber et al. 2009).lldwvang this premise,
psychological biases behind lay investors’ marketiglons and actions, that
differentiate them from ‘ideal’ rational tradersave been an important research
focus in behavioural financeA series of studies in the field, mainly contrieditby
Brad Barber and Terrance Odean, are closely linkesdcial studies of lay investors.

The high turnover rate of lay investors’ portfolissa main issue of Barber and
Odean’s (2000) study of the US stock markets. Timey that excessively frequent
trading has been detrimental to lay investors’ gqreninces due to cumulative
transaction costs. They argue this phenomenoncdsnaequence of lay investors’
overconfidence.

In a subsequent article, Barber and Odean (200%ajniee the gender
difference in stock trading and suggest male lajestors are more overconfident
than their female counterparts. According to tligidings, men tend to trade more
frequently than women and therefore men’s investrgenerally underperforms the
women'’s.

In their other studies, Barber and Odean (2001B62P@oint out that trading
devices have an impact on lay investors’ perforreaftey find switching from
phone trading to online trading encourages laystors to trade more actively and
speculatively and, as a result, the investors’ ggerhnces can be damaged. They
argue online trading produces illusions of knowkedgd control, and thus makes the
users overconfident in their trading. However, M&@tknblatt and Matti Keloharju’'s
(2009) study of the Finnish stock market dictatest sensation seeking is another
important factor driving lay investors, particulannale investors, to trade more

frequently.

% Yrrational’ behaviours are often displayed by Hbday investors and professional investors. For
example, the famous ‘disposition effect’ (investtead to sell the winners and hold the losers) is
observed in both lay investors’ and professionaégtors’ behaviours in many markets (Barber and
Odean 1999; Shapira and Venezia 2001; Barber 20@ar).

10



For lay investors, the decisions regarding stockclpasing would be made
differently depending on whether they are tradiagnaividuals or in a group. Based
on the comparison of US investment clubs’ and iidials’ portfolios, Barber,
Heath and Odean (2003) find the clubs are mordylit® purchase the stocks of
most-admired companies and are less likely to becexmed about the stocks’
performances. They argue decisions of groups acealsdynamics, which need
reasons to make the agreement, and admired corspar@enore likely to give the
investment clubs’ members good reasons for investnide findings of this study
are linked to Harrington’s study (2008), as seemvab

In addition, lay investors and institutional invast tend to use different
methods to select stocks and evaluate share pBeglser and Odean (2008) find US
lay investors tend to purchase those stocks whiab their attention, e.g., stocks
highlighted on the news, or with an unusual tradiolyme, or with extreme returns
in recent times. By contrast, institutional investare not inclined to buy these types
of stocks. The researchers account for this diffezeas a result of the limited time
and resources that lay investors have for seekingsoitable investments. Mark
Seasholes and Guojun Wu's (2007) study of the Stangfock market reaches a
similar conclusion. They find stocks which hit uppeice limits are more likely to
attract lay investors’ attention. Besides, Jame=d&inickson and Jeffrey Miller's
(2004) and Kristian Allee et al.’s (2007) studidsstock price evaluation suggest
less-sophisticated investors (lay/retail investorgpompared to sophisticated
(professional/institutional) investors, tend to ws@pler (heuristic-based) valuation
models and therefore their cognitions of the madtetmore likely to be misled by

strategically released information.

1.2.4 Research on Chinese and Taiwanese lay imgesto

Anthropology provides valuable information abouy iavestors in China’s stock
markets. Jocelyn Gamble’s (1997) and Ellen Her{2898) ethnographies of the
beginning years of the Shanghai stock market @netirly 1990s) are good examples.
The findings of these two studies are mainly cdestsand convergent. Both indicate

that lay investors apparently occupy an importamgitn in the Shanghai stock

11



market and categorize the lay investors into two-guups:dahu (big players) and
sanhu(dispersed players). The numberdathuin the market is very limitedahu
are usually considered to be those individuals wtmtrol a huge amount of capital,
have great skills and possess good social conmscfeg., they may have access to
insiders of listed companies). Particularly, they aisually imagined to have a
capability to manipulate (i.e., corner) the mark@h the other handganhurefers to
the majority of lay investors. They are usuallyadsed as the investors who trade
only a small amount of money, lack outstandingitrgakills and are excluded from
insider-information networks.

In addition, both studies also point out some comnobaracteristics of
Shanghai lay investors. According to their repdds,investors in Shanghai tend to
cluster together, forming social groups or takiragtgn associations to exchange
market information; they crowd into brokerage af8cto trade stock and underscore
the efficacy of political analysis rather than faneental and technical analyses.

In Chinese-language literature, there are seveoaio®gical studies of
Taiwan’s stock market which contain detailed inigegton of Taiwanese lay
investors' In Cheng-Shu Kao and Chung-Shen Wu’s (2002) pabperapid growth
in the number ofanhu(lay investors) in Taiwan’s stock market from thed-1980s
to the late 1990s was attributed to the simultaseoansformation of Taiwanese
economic and demographic structures. They clasBdywvanesesanhu into six
categories according to information channel anccthenterparts of social interaction:
sanhuin the financial industrysanhuin listed companiegjuyoushe sanhtsanhuin
brokerage offices, quasi-familyanhuand sanhubased on screen (onlirsanhy.
Kao and Wu point out many features of Taiwanese ifesestors through this
taxonomy, although the criteria of the categorieseqiuivocal in some respect (e.g.,

the categories are not exclusive and most Taiwasesleuwould fit in at least two

“To date, few social studies of Taiwan’s stock reatias been published in English academia, to my
knowledge. However, a number of master’s theseb, tRbses, conference papers and journal articles
have appeared in Chinese language, whose topicslated to this study.

® Guyoushe(f&/711) is a specific type of investor association whismot well-known in Western
stock markets. The members ofjayoushepay a monthly membership fee and receive dailginig
instructions from thguyoush&s organizer. Aguyousherganizer’s services are usually expensive. To
attract members, marguyousheclaim their trading instructions base on precisgder information.

As also mentioned in Kao and Wu's paper, after mdvecandals aboujuyoushewere exposed,
guyoushéhave almost disappeared from Taiwan’s stock market
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to three categories); therefore, | do not compjetmjree with Kao and Wu’s
taxonomy.

In Wu’s (2005) subsequent work, he examines theatgbical structure of the
Taiwan stock market’'s informational disseminatible. argues thaganhuoccupy the
lowest level of the structure, because they artanlisrom the information sauces
(e.g., up-to-date information about industries) alatk sufficient capability
(knowledge) to interpret the information. As a aemgencesanhuusually are the
inferior players in the market, compared to prafessl practitioners (such as fund
managers), odahu He denotes the disadvantage of beirgpahuas ‘involuntary
blindness'.

Ko-Kang Chien (2008) explores the developments iohricial media and
production of investment knowledge in Taiwan’s &tocarket. He conjectures that
sanhws’ understanding of the market is framed by thenmfation and knowledge
reported in the media. In addition, he briefly exags the different ideas of the
market reported by thossanhuwho believe in technical analysis and those who
believe fundamental analysis. His findings are ityagonsistent with the previous
studies of the Australian and British stock markets

In finance, Barber, Lee, Liu and Odean’s studiesTaifvan’s stock market
(2007, 2008) also provide useful information. Fitstough Taiwan’s overall male
population is higher, the number of female investisrslightly higher than that of
male investors in Taiwan's stock market for reastmst are unclear, and it is
unusual in the world. Secondly, they notice Taiveenmen trade more actively and
frequently than women, which is consistent with fimelings of other stock market
studies. Third, Taiwanese lay investors trade extig excessively and aggressively
and this seriously harms their performance. Theyjexure this phenomenon is
caused by sensation seeking. Fourth, in generalineestors are the losers in
Taiwan’s stock market and institutional investorge dahe winners, particularly
foreign institutional investors, which make the moofits.

In brief, social studies of finance, economic stogy, anthropology and
behavioural finance portray different facets of laywestors and highlight the
connections between lay investors’ market actisitend psychology, analytical

frameworks, online trading systems, investmentsdeal market structures.
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1.3 Methodology

Methodology was designed for investigation of traurf research issues: the
relationship between stock trading and social ties; assemblages of lay market
actors in daily-lives; the asymmetric calculativ@pabilities between professional
and lay market actors, and the interlock betweerketactions, social activities and
technology in contemporary brokerage offices invead and China.

Data were obtained from three main sets of soulmethe demonstrations of
configurations of lay market actors in daily livés-depth interviewing, document
analysis and observation were included.

Interviewing was one of the main methods | usedaltect primary data about
market agents’ behaviours, social relations, wayshimking and uses of trading
equipment, particularly under the condition thaféascale quantitative data is not
available.

A total of 46 interviews were conducted. Twentyenimespondents are
Taiwanese lay investors; five are lay people whddrin China’s stock markets (one
Hong Kong resident and four Chinese citizens); rares professionals in Taiwan’s
stock market, and three are employees of two bagiefirms in China. Forty-five
interviews were conducted in person and the exaeptias conducted by Windows
Live Messenger. Most interviews were recorded aalstcribed, but three interviews
which took place in China were recorded in noteseriews lasted between 20
minutes to two hours. Tables 1.1-1.4 give detdith® interviewees.

A key issue of this methodology is how to appropotential respondents; this
especially seems a challenge for qualitative studielay investors. Lay investors
have been thought as a class which is difficulidoess by researchers, because their
actions are isolated, their identity (as a lay stwe) is difficult to be distinguished
from their occupation, and their residences areegdly geographically dispersed
(Mayall 2006; Roscoe 2013). To overcome these drarrsome common approaches
have been taken by the researchers. One is tosatte®s through an organizational
intermediary, e.g., to send interview requestsughobrokerage companies to the

clients or through relevant associations to the bems (Mayall 2006; Harrington
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2008). Another approach is to engage with themoaias events, e.g., to recruit
volunteers for interviews in investment seminargd aslubs, public meetings,
exhibition shows, or relevant Internet forums (Hetr998; Mayall 2006; Harrington
2008; Siu 2008; Roscoe 2013). Furthermore, encouwith lay investors in
brokerage offices has been made in some studi€hiof’s stock markets (Gamble
1997; Hertz 1998). Indeed, reliance on more thanapproach has been common in
this area.

However, this study chose another way to recrgipoadents — that is, to seek

volunteers for the interviews lyuanxi (Bf{%, social connections) — rather than the

approaches listed above, for some contextual reagarst, it was less feasible to
send interview requests through organizational rimégliaries in Taiwan. The

Personal Information Protection ActE(\ & {2 :£)® in Taiwan restricts the

range of the use of contact information of finahciampanies’ clients. In general,
brokerage companies are not allowed to contachtslieor purposes which are not
stated on the contract; it would be considered lamsea of the clients’ personal
information. Thus, companies tend not to take asiy of breaking the law, even for
academic purposes, though academic research careb®pt from the law on certain
conditions. Besides, there is no major associatiomaiwan which is designed for
retail investors, as is the National Associationirofestors Corporation (NAIC)n
the US (Harrington 2008). Although the Taiwan Séms Associatiofi is an
important organization in this industry, it is assaciation for securities companies,
not for investors.

Secondly, social events which are designed fostagk investors are not held
often in Taiwan. For example, there are no investdribition shows, investment
clubs or public meetings in Taiwan. A few investihsaminars are sometimes held
by brokerage companies for the companies’ cliddtavever, the majority of these
seminars are designed to teach lay investors howrame futures, options and
warrants, markets which are not familiar to mogtitevestors, and courses for stock

investment are not as common. A broker explained rdason to me: the main

® The content and legislative history of the Perstmfarmation Protection Act in Taiwan is available
at http://law.moj.gov.tw/Eng/LawClass/LawConternpé@PCODE=I0050021.

" The aims of the NAIC are available at http://wwetterinvesting.org/public/default.htm.

® The English website of the Taiwan Securities Aign is http://www.csa.org.tw/CSAENG.asp.
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purpose of the seminars is to help clients who rs@es to the markets adopt
unfamiliar financial products; the expectation e tclients will be successfully
encouraged to trade more frequently in these markéterefore, the courses usually
are free for the attendants. But ‘the ordinary lstoarket, most Taiwanese people
are too intimate with it’ — the clients probablyliwiot be motivated by the courses to
trade stock more actively or need to learn stoeklihg from the courses. The
Internet forums for lay investors are popular invilen.’ However, | had already
recruited a number of interviewees gyanxi who visit the Internet stock-trading
forums frequently and the visitors to these foruseemingly belong to a specific
social group: they are young investors and martheh are students (see Chapter 3).
In order to diversify the backgrounds of the samplalecided not to look for
additional respondents through this approach.

This is the same reason why | did not recruit regieats in brokerage offices
though | had visited four brokerage offices in Tamand two in China. In brief, the
people there seemed not to represent a random sarhlaly investors but a specific
social group. For example, in my observations iiwaese brokerage offices, only
a small number of lay investors stayed in the brage offices and they all were in
their fifties or older (see Chapter 5). Another cam was that it would have to take

time to jianli guanxi (& 717.f#{%, build connections) with the unknown investors in

brokerage offices, if | wanted to interview theme(kt 1998; Siu 2008). However,
on the other hand, several interviewees, recruttedugh social connections,
are/were accustomed to trading stock in brokerdfiges and have provided plenty
of information about their trading and their livds.order to maximize the limited
time in the field, | decided not to recruit additéd respondents in brokerage offices
or from other social events.

The foremost reason | relied gaanxiis that it was an effective and efficient
approach to recruit interviewees in this caSeanxiis thought to be one of the
important elements in shaping the pattern of saoi@raction in Chinese societies
and have been discussed in studies of social tapi@hinese societies (e.g., Lin
2001) and social studies of Chinese financial ntarke.g., Hertz 1998; Siu 2008).

° For example, the Ptt-Stock is one of the largest monprofit Bulletin Board System (BBS) for lay
stock investors (http://www.ptt.cc/bbs/Stock/indgrl).
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Without guanxi the researcher is likely to be refused admissiothe field by the
gatekeeper, and their request for an interview asenpossible to be rejected by the
potential respondents (Siu 2008).

An additional benefit of starting inteews with guanxiis that | could gain
more accurate and honest answers from some cieseir the Taiwanese cultural
context, several interviewing questions of thisdgtisuch as personal saving and
investment gains and losses etc are usually thosghsitive’ questions and hardly
talked openly to strangéfs In this case, as will be seen in Chapter 2, Epkaway
from unnecessary troubles and to avoid losing éaedhose people’s main concerns.

Fortunately, | am a Taiwanese and spent most oflifayin Taiwan, and
therefore the majority of my social ties are lodaite Taiwan. In the process of data
collection, my family members, friends, relativesdaacquaintances became the
searcher, intermediary and sponsor. They searchedarid contacted potential
interviewees (people whose situations met the papof the study) from social
networks, then gained permission from the personh® interview and finally gave
me the person’s contact information. Because a mugeber of Taiwanese people
are involved in stock trading, it was not a bigldeathem to arrange this. Foremost,
almost all the respondents recruited through theams were more willing to answer
all my interview questions. | conjectured that thapenness at least partially resulted
from the trust between the respondent and thenmaeiary.

Although my fieldwork began with my personal tiése snowball-sampling
method then was used as an additional means ofssingea wider range of
interviewees. For example, when | told an intengeywho is a friend of my aunt
and was contacted by her, that | am looking forwaraneeting some homemaker
investors to interview, she said ‘It's a piece ake.” She immediately went onto her
mobile phone and asked a friend whether she wdisgvib take part in this research.
Her friend agreed and arranged the interview timenediately over the phone.

9| had been aware of these cultural factors dutirg fieldwork of my previous research, which
focused on the development of Taiwan'’s tea industiy the transformation of tea production models.
In the fieldwork, | had interviewed 85 people, imting tea farmers, manufacturers, wholesalers,
retailers, customers, government employees etcifffogmants in the tea industry had been recruited
mainly by the snowball-sampling method. Many ofsiénformants had directly refused to answer
the questions about money, incomes, profits, ctesbe only provided vague information. Some of
them had frankly told me the reasons: they do awetpersonal ties with me and are afraid that the
information would be leaked to others and therefcmese unnecessary troubles such as personal
safety in risk, increase of tax payment, reductibproduction subsidies etc.
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Through the combination ofuanxi and snowballing, | could access a target
respondent in five minutes. This example understdhe power ofguanxiin the
first instance of recruiting respondents and in theher step of enhancing the
efficiency of the snowball-sampling recruitment tims case. In addition, it also
implied the popularity of stock investment in Taiwa

However, the disadvantages of this method are olsvidn inevitable hazard
of recruiting respondents from one’s social conio@st is that the respondents tend
to originate from the same social class. Sociabagts are somewhat constrained by
social class, and this might lead me to access tjyinvestors whose social
backgrounds are similar to mine and therefore waooldprovide a broad spectrum of
Taiwanese lay investors. Thus, in order to mitigdiis risk, | purposely selected
respondents with diverse attributes: to presenargety in gender, age, education
level, occupation, profile size and trading perfanoe. Although some sections of
lay investors might still not be represented in shenple group, the diversity of the
respondents’ social backgrounds seemingly remdmedme extent.

Another hazard is ‘survivorship bias’. The lay ist@s who currently trade
stock generally are those who have successfullyivad in the market, not those
who have failed and stopped trading. Thereforetesoporaneous lay investors
probably overemphasize the importance of tradingaily life and exaggerate the
chances of making profits from trading. In ordediminish this risk, | interviewed
three previous lay investors: two have quit tradilug to heavy losses, and one left
due to ‘retirement’. In their interviews, they réed the life of a lay investor and
expressed their perceptions of the market. In geénigre two informants who ceased
trading due to considerable loss were more pestsinaisout the survival chances of
lay investors in the stock market, compared tosédmme comments from those who
are still in the market. Otherwise, the rest (dfs® majority) of their statements, for
example, about the trading models, did not appyreanflict with the data from
other interviews.

The interviews with Taiwanese professionals, Clendmy investors and
employees of Chinese brokerage firms were conduscted similar way. The
interviews with Taiwanese professionals were designo supplement the

interviewing data drawn from lay investors. A compan of the power in the market
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between professionals and lay investors also lggtéd the features of lay investors.
The professionals in Taiwan's stock market wereruiged through social
connections as well. My college friends from theneabusiness school were a great
help. The interviews conducted in China were deigio enhance the observational
data from the brokerage offices. The Chinese redgus were accessed through the
same approach. Most of them were contacted byativels friend in Shanghai and a
friend in Hangzhou. Due to their help, | was abdeinterview a broker and a
brokerage office manager in China.

Documents were used to supplement the lack ofritexview data and as a
means of triangulation. Corroborated by the in@mmng and observation, document
data could indicate the changes in market devaesyell as trading mechanisms and
stock market policies. These documents includedTMW&SE Monthly Revielfthe
official magazine of the Taiwan Stock Exchange)wsmaper archives, and other
relevant books and reports. The TWSE'’s publicatiwese an important data source.
In particular, from No. 593 (September 2011) to B®7 (January 2012), in order to
celebrate the fiftieth anniversary of the TWSE, TM¢SE Monthly Reviepublished
a series of reviews of major events and reformshe market's 50-year history,
drawn from oral-history interviews with TWSE boamtembers, staff and related
external parties. The reviews revealed the decisiaking processes and the
considerations of the TWSE behind the launches @bmmarket policies, which
were complemented with the interviews of lay ineestand professionals’ views of
the market mechanism. Statistic data, reports ahdrdooks published by the
TWSE, and periodicals and research reports puldidhe the Taiwan Securities
Association also contained useful information alibatmarket system.

Furthermore, the press recorded the changes dttlo& market from another
viewpoint. Two major newspaper digital archives,nddta.com and Tol.com, have
detailed reports on Taiwan’s stock market. Thesdasaés contain all the articles of
two Taiwanese major national general newspapeeiima Timegsince 1950) and
the United Daily News(since 1951), and two Taiwanese major nationainess
newspapers: th&conomic Timegsince 1967) and th€ommercial Timegsince
1978). These four newspapers are considered totheanithoritative and influential,

and cover the time span of the Taiwan Stock Exchang
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Observational data was collected to examine the teogporaneous
configurations of equipment and brokerage officelsinctions, and their
economic/social meanings for lay investors. Ovetalisited four brokerage offices
in Taiwan (three in Taipei and one in Tainan) amd in China (one in Shanghai and
one in Hangzhou). Brokerage offices are though#& &guasi-public’ place in both
Taiwanese and Chinese societies, and people areeallto enter and stay there
without restriction during market hours, even ietherson is not a client of the
brokerage firm (see Chapter 5). This openness dsedethe difficulty of carrying
out observations in the six different offices thbudhad given prior notice to four of
the offices about my research. Brief but detailedadiptions of life in brokerage
offices in late 1980s’ Taiwan and early 1990s’ Sjtem have been recorded in news
reports (e.g.United Daily Newsl989,14 September: 22) and Gamble’s (1997) and
Hertz’'s (1998) studies. Thus, my observations feduson the social and
technological changes at the brokerage offices tiverpast twenty years and the
market and social behaviours of lay investors thieveas present in the X branch (a
brokerage office in Taipei) for several hours pay tr five consecutive days, and in
each of the others for one to three hours from Béez 2010 to April 2011. Field
notes and photos were used to record the obsemgafielevant brochures available
for free in the offices were collected. The obs@#oradata was complemented with
interviews with the brokers and managers of fodice$ and with the lay investors
who are/were used to dealing stock in brokerageesf

Furthermore, data analysis did not become a suitatstacle though the
data contained some technicalities about securftremnce. Prior knowledge of
finance and the stock market that | gained in lssrschool and in preparation for
the examinations of ‘Senior Securities Speciabsit ‘Futures Specialist’ helped me
a lot in the analysis. Prior knowledge of the baiokgd was also useful.

| acknowledge the data has its limitations. Themviewees were not selected
by random sampling and the sample size was limgedhe household demographics
in Taiwan might not be included in the fieldworkdathe features of their stock
trading might not be illustrated in this paper. fidiere, the sample group could not
be generalized to the entire populations of layesters in Taiwan’s stock market.

Similarly, the interview data with the employeesinstitutional investors and of
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securities companies could not represent the usevef professional practitioners in

the securities industry in Taiwan as a whole.
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Table 1.1: Interviewees of Taiwanese Lay Investors

Gender | Age Education level Status Trading frequé&ftrade once per) Portfolio
size (USD)
1 | Ms Hong F 50s college family business member  %e®: d; cold: several m, trapped 3k
2 | MsLin F 50s college family business membeyr sHow; long: several m 3k
3 | Mr Chen M 50s senior high school self-employed m 1 33-50k
4 | Zhi-Chun F 30s master’s degree employed normaiB/times a w 3k
5 | Ou-Yang F 30s master’s degree employed unceshort: under 1 m; long: 1-2 y if trapped 3k
6 | Ms Zeng F 60s senior high school retired every200d 50-100k
7 | MsLiu F 50s n/a employed over 1y because thekstare trapped 16k
8 | Cong-Ying | M 20s master’s student student maximum within 2=3holding when lasting low 6k
price
9 | A-Liang M 50s senior high school self-employed 2n 166k—-2m
10 | A-Zhen F 50s junior high school self-employed watghmarket every day 50-150k
11 | Mr Yang M 70s master’s degree Retired/attends beges don’t do ‘short term’, selling when making prof|t,66—100k
office example: 2 w

12 | Shu-Ling F 40s university out-of-work/homemaker uncertain, if making profit, selling on the second8-6k
13 | Wuma F 70s elementary school homemaker day; long: several y if trapped
14 | Ms Qiu F 20s master’s degree employed short: uhaderlong: trapped, over 1y 1k
15| Mr He M 30s master’s degree employed normally Zhort: 1 m 16-33k
16 | Mr Lin M 60s n/a self-employed n/a n/a
17 | Mr Liu M 20s university student student 1-2w 3k
18 | Mr Zhan M 30s master’s degree employed 1w-3m 3k
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19 | Guang M 20s master’s degree employed 1-2m 1k
20 | Rou-Zhu F 30s college employed every week 3k
21| Yi-Zhi F 30s n/a employed n/a n/a
22| MsHuang | F 60s senior high school out-of-work vehprt, selling when making profit, an exampleé86-100k
2d
23| Ting-Xuan | F 20s university student student n/a 10k
(mutual fund investor)
24 | Mr Yan M 30s master’s degree employed short-teridihg, short: 1 w; long: when the sto¢kL00—-366k
are trapped
25| Sheng-Ji M 60s university retired/atends  brokerpgelding long, long-term investment (means tradjinga
office the same stocks frequently), watching every day
26 | Yi-Hong M 20s university student student 1-2 w; treisck hold for 1-2 m 10k
27 | Mrs Kuo F 60s senior high school homemaker/attends | goes to brokerage office nearly every day 233k
brokerage office
28 | Ms Wu F 20s master student student in the beginding w; now: 1-2 m 3k
29| Mrzhang | M 30s university employed several m 23-26k
*d: day; w: week; m: month; y: year; trapped: maniece is lower than the cost; hot: bull markettdc bear market; n/a: no available information

Table 1.2: Interviewees of Taiwanese Financial &sibnals

Gender| Age | Occupation
1| Zong-Wei | M 30s | financial adviser
2| Shan-Zzhu | M 30s| analyst
3 | Steven M 30s| analyst, former trader
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4 | Wei-Qian | M 30s | trader

5| MrLi M 40s | branch manager of a brokerage firm
6 | Mr Wang M 30s | analyst

7 | You-Zi F 30s | broker manager

8 | Jia-Xuan F 30s| IPO project manager

9 | Chun-Shen| M 20s | broker

Table 1.3: Interviewees of Chinese Lay Investors

Gender| Age | Education level| Status Residence
(1) | Henry M 30s | master’s degree student Hong Kong
2 | Caroline| F 20s | master student| student n/a
3 | Jie M 20s | university employed Shanghai
4 Iv M 60s | college retire Hangzhou
5 Biaoge | M 20s| university employed Hangzhou

Table 1.4: Interviewees of Chinese Financial Pisitesls

Gender| Age | Education level| Occupation
Fei M 50s | college IT
2| Ji M 20s | university customer manager
Yuan | F 30s | n/a branch manager
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1.4 Contextual background

Background knowledge of the Taiwan Stock Excharnigewanese lay investors,
Taiwanese economic culture and China’s stock mavkstuseful for the research. A

brief history and summary of each appears below.

1.4.1 The Taiwan Stock Exchange

The Taiwan Stock Exchange is the exchange of Taswvatock market. It was
launched in 1962. The onset of securities issumgraiwan was related to the
Kuomintang (& (< &, KMT, also translated as the Chinese National ypart

government’s policy of land reform in 1953 (Pen®2026). The KMT government
represented the central government of China duhedsecond World War. The end
of that war was immediately followed by the Chin€seil War. With the victory of
Communist Party in the Civil War, the KMT governmertreated to Taiwan in
1949. Many leaders of the KMT believed that the @Gamist Party’'s victory had
resulted from its propaganda regarding land refosmch attracted strong support
from the enormous number of tenant-peasants. Tdiigfyd experience spurred the
KMT government to commence its land-reform polinyTiaiwan in 1949. In 1953,
the government implemented the final phase of thedHfeform policy. The
government levied farm land from the vested owmeid then resold the land to the
original tenants for a fair price. The owners’ legss indemnified by the government
securities and the equities of state-owned ensapr(Huang 2002). This was the
first securities issuing in Taiwan (TWSE website).

Trade in these equities heralded the beginninganvdn’s stock market and
retail stock brokerage firms were formed. Howewutere was no government-
sanctioned stock exchange at that time and there fsequent trading disputes. In
1958, the Taiwanese government contemplated thsilplity of forming a stock

exchange (TWSE website). A number of government&f$ were sent to Japan and

11n 1949, the KMT government issued the ‘Patri@and’ to collect funds for the civil war in China.
However, this bond was seldom seen in Taiwan (0052 TWSE website). The history of the TWSE
is outlined in its website, which is available at:
http://www.twse.com.tw/ch/about/company/history.php
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the United States to study the organizational foemd regulations of ‘advanced’
stock markets. After a year, it was confirmed thataiwan Stock Exchange would
be established and an American stock-market speEci&eorge M. Ferris, was
invited to Taiwan to assist with the preparatoryrkvin 1960 (Chiang 1991; FSC
website)'? In the same year, the Securities Supervisory Casion was formed. By
1962, the Taiwan Stock Exchange Incorporation (TYW®@As launched (TWSE
website). The TWSE has always been a ‘private’ caomgpthough the government
has remained as the largest shareholder and thaighkapower to appoint the
TWSE's president and to direct the policy of thgasization (Peng 20095.

In its first decade, the TWSE's trading value antumes were maintained at a
low level. The market had grown substantially wigdpid economic development
since the 1970s. From 1986 to 1990, the TWSE eahtare unprecedented bull
market. The market index, the Taiwan Stock Excha@geitalization Weighted
Stock Index (TAIEX)* soared from 1,000 to the highest level in histdr®,000 in
just five years. However, the market only stayethet peak for a few days and the
TAIEX immediately plunged to below 3,000 in the sagear. From the mid-1980s
to present, Taiwan's stock market has experienes@ral boom-and-bust cycles
(Peng 2009).

The mid-1980s was also the beginning of the refaonaf Taiwan’s financial
sectors. The ideas of liberalization, privatizationderegulation and
internationalization impacted banking industry aellwas securities industry.
‘Modernization’ had been the goal of the TWSE'srefation (TWSE website).

One fundamental reform of the market mechanism teasntroduce the
computerized automatic order matching systéRreviously, the trading orders in
the TWSE had been matched by the staff of the T\&&Eafter another by hand and
the mechanism was less efficient (see Chaptert®). TWSE adopted the electronic

2 There is no information about Mr Ferris’s occupatin the United States at that time. However,
according to his obituary imfhe New York Timegl November 1992) an#@ho’'s Who in America
(2003: 1612), he was an ex-investment baker andotineder, former president and chairman of the
Washington Stock Exchange.

¥ 1n the UK and the US, the stock exchanges areariand were set prior to the institutes of
regulations, which are different to the TWSE.

“The TAIEX is an index compiled by the TWSE. Thedduction of the TAIEX is accessible on the
website http://www.twse.com.tw/en/products/indite=t/taiex_1.php.

> The establishment of Taiwan's future market in 79@as another achievement of the
‘modernization’ of Taiwan'’s financial markets (TWSEbsite).
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assisting order matching system in 1988. Since, thwters of all securities listed on
the TWSE have been automatically matched throughRblly Automatic Order
Matching System (‘FAST’) since 1993 (TWSE websitepmpared to many leading
stock markets in the world, the TWSE introducedéleetronic trading system at an
early stage (Jain 200%).

Internationalization was a part of the market’'s erodzation process. Foreign
direct investment into the stock market had bedantlst controlled until the 1990s.
With the progress of internationalization, the neankas completely open to foreign
investors by 2003. In 2010, the TWSE was ranke®flst largest stock exchange in
the world by the measurement of market capitalira{lyS$818 billion) (WFE 2010
Annual Report & Statistics: 74).

1.4.2 Lay investors in Taiwan

Historically, the main participants in the stock rkets were lay investors (Preda
2001; Harrington 2008). The situation generally e in the 1960s when the
number of institutional investors, such as pensimas and mutual funds, increased
in stock markets worldwide. Most main stock markbtsse been dominated by
institutional investors since the 1980s. For examl the US, institutional investors

accounted for around 25 per cent of securitiesirigagtalue in the 1950s, but this

figure increased to over 60 per cent after 196%tdier 2007: 43). In the 1990s,
there was a renaissance of lay investors in theto&k market with the boom of the
dot-com economy and the transformation of the pensystem (Harrington 2008).

At the boom’s peak, in 2001, over one-fifth of Uniilies held publicly traded stock.
Afterwards, the number decreased to 15 per ce@0i® (Bricker et al. 2010: 34).

The situation in the UK was similar. In 1963, 54 pent of UK equities were owned

by lay investors, but this figure declined to jusider 18 per cent in 1993 (Thatcher
2007: 43).

®The London Stock Exchange introduced the eleatrtnaiding system in 1997 (LSE website), the
Frankfurt Stock Exchange in 1997 (DBG website) dheé New York Stock Exchange in 2005
(combined with floor-based auction) (NYSE Euronexgbsite). The resistance of incumbent traders
seemed a key to why these stock exchanges haatedsio adopt automatic order matching systems
(Thatcher 2007: 73-121).
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Unlike the US and UK markets, lay investors haveststently been the major
player in Taiwan’s stock market for half a centuhy.1990, lay investors (called
‘domestic individual investors’ in statistics) bticcounted for 96 per cent of
Taiwan’s securities trading value. The percentagefoeeign juridical person’s
(foreign institutional) investment was substanyiaticreasing after the market was
fully opened to overseas financial companies in32@y 2010, the share of lay
investors had decreased, but they still formed @&@eper cent of securities trading
(TWSE statistics). Diagram 1.1 gives detailed infation of these changes.

On the other hand, a high proportion of Taiwan’slgopulation have been
involved in the stock market. In particular, th@seestors actively trade stock in the
market, not simply hold stock in mutual or pensioends. In 2010, there were nearly
18 million adults with over 15 million stock tragjmccounts (see Table 1.5).

The statistics do not differentiate between actared inactive accounts.
According to a popular back-of-envelope calculatiorthe securities industry, the
sum of active accounts is approximately equivaten60 per cent of accumulated
accounts (Wu 2005: 53). It was estimated that al®outillion Taiwanese adults

(over a half of the adult population) traded stotkR010.

Diagram 1.1 Securities trading value percentagbentaiwan Stock Exchange
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Source of data: TWSE.

Table 1.5: Securities Accounts in Taiwan
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Vear Accumulated  SecuritidAdult Accounts Per 1(
Accounts Population* Adults
1975 (205,802 8,558,481 2.40
1980 [362,271 10,119,628 3.58
1985 400,461 11,685,421 3.43
1990 (5,033,088 13,079,468 38.48
1995 (5,734,866 14,273,013 40.18
2000 (12,359,893 15,698,216 78.73
2005 (14,002,106 16,921,080 82.75
2010 |15,659,669 17,929,658 87.34

Note: The adult age in Taiwan is 20.
Sources of data: TWSE; Wu 2005: 59-60; DepartmeHiboisehold Registration Affairs, MOI.

Economic, institutional and technological factoree a&commonly used to
explain the rise of lay investors in stock markétsr example, the introduction of
online trading systems in the late 1990s, whichstarigially reduced the costs of
trading for retail investors, is thought crucialgieBarber and Odean 2001b, 2002).
On the other hand, Harrington (2012a) emphasizeefiect of institutional reforms
such as the changes of the pension system andxtsydtem on the increase of US
lay investors in the 1990s. Wu (2005) claims thatnemic growth, such as the
growths of the stock market, GDP and householdhgayiand reforms of the market
institution, such as the introduction of the conapized order matching system,
caused the surge of lay investors in Taiwan inlébe 1980s. He also suggests the
strong correlation between the boom and bust ofrtheket and the number of new
brokerage account opening. However, several intitital factors are conjectured to
be important for the rise of Taiwanese lay invests well, including low brokerage
fees, the absence of any conduit for mass savimgsrdfessional investors, late
development of mutual funds and the governmenti€ips (see below).

Taiwan is not the only case in the world that tteels market is dominated by
lay investors. It is common in many emerging ecoiesnfe.g., China and Turkey)
(Liu et al. 2010; Tarim 2013). However, Taiwan’sog¢ market has its own
characteristics: the gross number of lay investorginuously grows, the proportion

of adult population engaged in the market contisliouncreases and the trading
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frequency of lay investors are highlt may not surprise that lay investors in Taiwan
do not perform outstandingly in the market. Theydemperform institutional
investors and suffer huge lose due to active tradBarber et al 2008). Thus, the
structural reasons mentioned above seem not alfi¢lycaccount for these features
of Taiwan’s stock market. As will be seen, thisdstwill illuminate the effect of

micro social factors on this particular financialemomenon.
1.4.3 Culture of Taiwanese economic life: The SMpisit

The culture of Taiwan’'s stock market is still arearwaiting to be explored. At
present, this topic has not been the focus of awedetudy according to my
knowledge. However, a number of studies about thieire of Taiwanese economic
life may provide clues, for two reasons. First, éxgpansion of the stock market in
the 1980s and 1990s was apparently driven by Tasa@mtemporaneous economic
boom. Secondly, both lay investors of the marked participants in small and
medium-size enterprises (SMEs, the infrastruct@ireapvanese economic boom, see
below) respectively accounted for a very large prbpn of Taiwan’'s adult
population. A cultural connection between the tvemtsrs seems reasonable and
probable, and therefore the findings of the studtesulture of economic life are
worth a brief report.

Features of Taiwanese economic cultures are comgetby Ka (1993), Chen
(1994) and Shieh (1997) to be shaped by the predorhindustrial organizations of
the rapid development period: small and medium-sterprises. From the mid-
1970s to the 1990s, the economy’s substantial ¢growith a continuous increase in
industrial exports, transformed Taiwan’s economwnfr an agriculture-based
economy to an industry-based one. This period géldpment has been called the
‘Taiwanese economic miracle’. A distinctive chaedistic of this development was
the role of the enormous number of SMEs. In mahgotountries, SMEs often play
an important role in the domestic service sectaweler, in Taiwan, the situation
occurred in the export sector as well (Chen 199¢g&t and Hamilton 1997). In

1985, SMEs accounted for nearly 30 per cent ofTtigvan’s export value and 70

" The annual turnover rates for the group of layesters are estimated between 308% and 630%
from 1995 to 1990by Barber et al. (2007:430).
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per cent of the SMEs-product value was sold toigoreountries (SMEA 200%J. In
2001, there were 1,098,185 enterprises in Taiwah%hl18 per cent of them were
SMEs (SMEA 2001¥°. Thus, it is argued that the SMEs culture reprssen
Taiwanese economic culture. Three characteristicGaowvanese SMEs culture are
highlighted in these studies: a spirit of diligente ambition of becoming a boss or
SME business owner, and personal relations witm@&@woaically and socially tied
interests.

To endure long working hours was a common chairatiterof Taiwanese
labour in the industrialized period. In particujarlworkers in SMEs were
accustomed to working much longer hours than normdis has been called ‘the
spirit of diligence %5 % )" (Chen 1994). It was attributed to the peculiar

structure, ownership and labour source of TaiwaisddEs. In Taiwan SMEs, it was
customary for the patriarch to be the head of titerprise and other family members
to be the principal workers. These family businssnded to set up production

inside their homes, and called ‘family factorie% (£ T.J#%). As a result, the

boundary between home life and work life was dwsol and work usually
dominated family life (Ka 1993; Shieh 1997; Hu 1997

‘To be a boss’ became a common life goal of manykess during the period
of rapid economic development and was conjectuoestrongly support Taiwan’s
industry at that time (Chen 1994; Shieh 1997). phease, ‘the black-hand becomes
the head’ f2F55H57), demonstrated this belief. The ‘black-hand’ ig torker

and the ‘head’ means the boss. This phrase was toseéscribe the chance of
success: you will establish your own enterprise @ang if you constantly work hard
(Chen 1994; Shieh1997). The contemporaneous steuatti industry seemingly
supported this belief. The major sector of industwsas consumer products
manufacturing and this was a kind of low-technolagdustry. Low barriers to entry
rendered the predominance of SMEs in this indusds/.a result, the production
chains consisted of numerous subcontracts betw&#is Sand were supported by

8 2005 Statistics of SMESSMEA (Small and Medium Enterprise Administratiodjnistry of
Economic Affairs).

Available at:http://www.moeasmea.gov.tw/lp.asp?ctNode=689&CttlhiD&BaseDSD=7&mp=1
192001 Statistics of SMESSMEA (Small and Medium Enterprise Administratiodinistry of
Economic Affairs).

Available at:http://www.moeasmea.gov.tw/lp.asp?ctNode=689&CttMiD&BaseDSD=7&mp=1
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their social networks (Ka 1993; Chen 1994; Shied71Biggart and Hamilton 1997).
The belief motivated Taiwanese labour to work hend suggested their expectations
of social mobility and self-controlled economy.

The production chains in Taiwan’s industry were doshson numerous
subcontracts and networks among SMEs. Thereformtanang good relations with
both up-stream and down-stream manufacturers wasrtant. Due to the small size
of Taiwanese enterprises, a relationship betweeo enmterprises was almost
equivalent to a personal relation between the twoess. This personal relation was
compounded with economic interest and social suppbus, the boundary between
the private and the public relations of Taiwanesmsdéd to become blurred (Chen
1994; Biggart and Hamilton 1997).

1.4.5 Stock markets in China

Stock markets emerged in China in the beginnintheftwentieth century. The first
exchange was the Beijing Stock Exchange, which egsblished in 1918, though
there had been some unofficial intermittent semsitrades in Shanghai before then.
The Shanghai Stock Exchange opened two years letef,920. In 1949, the
Communist Party successfully controlled Mainlandin@h Due to the market's
ideological conflict with communism, the Communggtvernment shut down all of
China’s stock exchanges in 1952 (Karmel 1994: 170&feen 2004: 8).

Until December 1990, the date of the reopening hid Shanghai Stock
Exchange, stock markets had not existed in Chimangarly forty years. The
Shenzhen Stock Exchange followed in 1991. In Deezn®007, the total market
capitalization of the Shanghai Stock Exchange fuitiad US$ 3.6 trillion (Shanghai
Stock Exchange 2009) At the same time, the total market capitalizatafnthe
Shenzhen Stock Exchange was around US$ 0.14rriitnenzhen Stock Exchange
2009¥.

22009Shanghai Stock Exchange Fact Book.

Available at:http://www.sse.com.cn/researchpublications/pubibceyearly/
212009 Shenzhen Stock Exchange Fact Book

Available at:http://www.szse.cn/main/marketdata/wbw/marketstat/
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China’s stock markets are also full of lay investan 2005, the Shanghai
Stock Exchange recorded a total of 38.56 milli@ding accounts. Of them, 37.413
million were retail accounts (Shanghai Stock ExgjeaB005: 2¥. In the same vyear,
35.36 million trading accounts were recorded in $iienzhen Stock Exchange, and
only 158,500 were institutional investors (Shenzi&tock Exchange 200%) In
other words, more than 95 per cent of China’s stoating accounts were owned by
lay investors. In addition, according to the Ch8ecurities Depository and Clearing
Corporation Limited (2008j*, lay investors (domestic individual investors)
accounted for over 80 per cent volume of all daglitrg in China’s stock markets.
However, compared to the huge Chinese adult papolgB55 million adults in
2000)?° the owners of stock trading accounts remain a ritin Chinese society.
Stock trading does not yet seem to play an importae in most Chinese people’s
daily life. This is an important contrast to theimease, Taiwan. In the next chapter,
the role of stock trading in Taiwanese lay investdaily social interactions will be

examined.

222005 Shanghai Stock Exchange Fact Book

Available at:http://www.sse.com.cn/researchpublications/pubibiceyearly/

#2005 Shenzhen Stock Exchange Fact Book

Available at:http://www.szse.cn/main/marketdata/wbw/marketstat/

242008 Annual RepariAvailable athttp://www.chinaclear.cn/zdjs/xgsnb/rp_list.shtml

% The source of data i®000 Population CensusNational Bureau of Statistics of China
(http://www.stats.gov.cn/tjsj/ndsj/renkoupucha/2p06ha/html/t0107.htm).
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Chapter 2

Social Relations

2.1 Introduction

Recently, Granovetter's (1985) concept of relatioembeddedness has faced
challenges in contemporary electronic anonymousketsrand criticism for its
theoretical separation of the economic and theakothis study attempts to provide
an example of a solution by examining the relatigmdetween stock trading and
Taiwanese lay investors’ social relations.

Granovetter's idea of relational embeddedness a®loped to become a
foundation of economic sociological studies sirfte 1980s (Smelser and Swedberg
2005). The core idea is that when actors carryemohomic actions, they are not
atomized, as neoclassical economists claim, butearaeshed in networks. He
argues that an individual’s economic action is ‘edided in concrete, ongoing
systems of social relations’ and the action is erably affected by those relations
(Granovetter 1985: 481, 487). In mainstream ecoosnsocial relation is argued to
hold a marginal status in economic activities atsdexistence is regarded as the
‘friction’ for market efficiency (Granovetter 198%t84). Granovetter's theory of
embeddedness takes a contrary view and assertsffdat of social relations on
economic action should be heeded. The concept tleddedness has offered an
important research approach for sociologists tdagpsocial relations in economic
fields and to examine how social relations ber@ftiandicap economic performance
(see Smith-Doerr and Powell’s review 2005). Gratteves idea has been one of the
main theoretical sources of current economic sogwl(Granovetter 1985, 2005;
Smelser and Swedberg 2005).

The emergence of anonymous electronic marketgjcplarly in financial
industries, has been a challenge for the theoryretdtional embeddedness in
contemporary economic sociology (Krippner, Grantaretet al. 2004: 129-30;
MacKenzie 2004; Preda 2012; Zelizer 2012: 164-5)nv@ntionally, financial
markets are regarded as one of the examples clusestonomists’ ideal type of
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market. Participants are expected to trade indaligiukeep counterparts at arm’s
length, compete for the best prices and maximizéirgerest in the market.

However, a number of sociological and anthropolaigstudies of financial markets
have indicated that social relations are an intrirdement in both open-outcry
markets and telephone-based and electronicallyatestimarkets.

In open-outcry trading, members of the exchangeéetrcontracts face-to-face
using voice and gestures. In telephone or eledatlyi mediated trading, traders
make contracts by means of telephone or electroréssages. In both types of
markets, social ties among the market particippletg a crucial role in establishing
the market, smoothing trades, arranging prices,haxging information and
maintaining moral order (that is, preventing oppoitm) (Baker 1984; Abolafia
1996; MacKenzie and Millo 2003; Knorr Cetina ancu@ger 2002; Zaloom 2006;
Muniesa 2008). These studies’ findings suggestttiesubstance of social relations
in this sphere are mainly consistent with the retetl embeddedness in other types
of markets and other economic fields (e.g., Poaie$ Sensenbrenner 1993; Uzzi
1996, 1999; Mizruchi and Stearns 2001). In otherrdsp the technological
transformation from open-outcry trading to teleptand electronically mediated
trading does not dispel social relations among@pants in financial markets.

However, as mentioned above, the emergence df@hecanonymous trading
systems in financial markets becomes a challengeh& core argument of
Granovetter's embeddedness, that ‘economic actiagssentially meshed in social
relations.” Electronic anonymous trading mechanish@/e been successfully
introduced into worldwide financial markets sinbe tate 1990s and have reshaped
the trading patterns in this field (Jain 2005; MacKie 2012). A key feature of
electronic anonymous trading mechanisms is thatthéing partner’s identity is
principally unknown. This is an important distiraztibetween electronic anonymous
markets and the open-outcry, telephone and elactdbn mediated markets, and is
perhaps also a crucial reason that the sociaktiesng participants in the electronic
anonymous markets are impeded (MacKenzie 2004).

This does not mean that sociality is completelytinex in electronic
anonymous financial markets, though personal mlatiamong participants are

absent. Various kinds of social interactions amamaglers in these markets are
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reported. For example, MacKenzie (2004) pointstbat social connectivity, in the

form of imitation of trading strategies between kedrparticipants whose identities
are unknown, is observable in some anonymous fiabmarkets. In addition, Preda
(2012) argues transactions themselves could be idmed as a type of

communication in an electronic anonymous marketibse market actors there tend
to use tags to typify the aims and agents behiedtténsactions. However, these
cases, suggesting implicit social interactions agntnaders, do not support the
existence of embeddedness in contemporary electamrnymous financial markets.
Does this absence imply the embeddedness appraastitorbe withdrawn from this

field?

On the other hand, criticism of the embeddednggsoach has arisen in
sociology. Economic sociological studies which gp@ranovetter's embeddedness
approach, particularly in the subfield of netwonkalysis, tend to focus on the
‘effect’ of social relations on individuals’ econ@outcomes (see Smith-Doerr and
Powell review 2005; Granovetter 2005). By contrdse, ‘effect’ of economic action
in individuals’ social relations has not been engiteed, and therefore the interaction
between the social and the economic tend to beceedio a unilateral action in this
school. As a result, these studies are criticizedpbsiting ‘an exterior relationship
between the economic and the social’ and the vieat tsocial relations shape
economic outcomes from the outside’ (Krippner 20Rdppner and Alavarez 2007:
30; Zelizer 2010: 1-12, 2012). Based on theseciitis, Zelizer (2012: 149) argues
economic sociology should ‘move beyond an apprdael centres on “relational
embeddedness™ and toward analysing ‘the continlyousgotiated and meaningful

interpersonal relations that constitute economiiviayg 2°.

% The primary thought of this approach has showeddiizer's research on intimacy and economy
(Zelizer 2005, p. 7-46). In her recent article, iZel amends and fleshes this approach by
incorporation her original idea with the critiquesthe embeddedness approach, mainly drawn from
Krippner’'s argument (Zelizer 2012). In brief, Kripgr argues Granovetter's concept of embeddedness
essentially posits ‘an exterior relationship betweébe economic and the social'. As a result, the
subsequent studies views ‘social relations shapeauic outcomes from the outside’ (with Alavarez
2007: 30). Krippner claims this natural divisiontleen economy and society within Granovetter’s
theory is a peril to economic sociology, becausde@aves the hard core of instantaneous market
transacting outside the realm of economic sociglogryd thus, ‘we will be unable to grasp markets
fully as constitutive of and constituted by socilhtions (2001: 785, 798) .” Krippner’'s argumeash
received considerable attention and sparked antpstnd server debate on the limitation and the
amendment of the embeddedness concept among easoamlogists (e.g. Krippner, Granovetter et
al. 2004). Ostensibly, Zelizer's work has both tesd the ‘problems’ of Graovetter’'s embeddedness
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This study can be considered a response to thedlerges and criticisms of
the embeddedness approach. | attempt to investigatgubstantial social relations in
electronic anonymous financial markets by widertimg focus from social relations
inside the marketplace to outside the market, apdshifting the focus from
professional practitioners to non-professionalipgo@nts.

Social ties between professional practitioners aseally underscored by
economic sociologists (e.g., Uzzi 1996, 1999). 8logical studies of financial
markets also tend to focus on the social relatioegle the marketplaces, because
they aim to examine the relationship between saeiations and financial-market
actions. In general, professional practitioners’ciglo connections inside the
marketplace — e.g., the ties among traders — woeddive more attention from
scholars rather than their other social relatiush as their relations with family
members (e.g., Baker 1984; Abolafia 1996; Knorrii@eand Brugger 2002).

However, in some social contexts, personal reiatioutside the marketplace
probably play a crucial role in individuals’ markasttions as well, and the relations
are interwoven with these people’s market actisitiPortes and Sensenbrenner’'s
(1993) study about immigration communities providedue, though the study does
not examine the immigrants’ market actions. Thelifigs of the study suggest that
immigrants’ existing social ties within the commiynare crucial for and bound up
with their economic activities, such as the esshblient of business enterprises.
According to the study, strong community ties hdnggh positive and negative
effects on individuals’ economy, and it is difficub detach their economic actions
from their existing social networks.

Similar models are thought to exist within the ketrsphere as well, including
some electronic anonymous financial markets. F@& purpose, Taiwan’s stock
market is a case which is worthy of investigatidaiwan’s stock market is a fully
electronic anonymous markétOne feature of the market is the great number of

approach and responded to Krippner's claino decompose market transactions into sheer social
relations.

*’The Taiwan Stock Exchange (TWSE) was launched9#2land introduced electronic automated
order matching mechanism in 1993 (http://www.twsmdw). There is no direct interaction between
trading partners in transactions and all orderstpass through brokerage companies’ computers into
the central computer of the TWSE. In 2010, the TW&IS ranked the 21st largest stock exchange in
the world by the measurement of market capitabira{iUS$818 billion) (WFE 2010 Annual Report:
74).
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retail lay investors dominating the market, a numéstimated to be around 7.5
million, or nearly half of Taiwan’s adult populatfS (see Table 1.5). In this social
context, stock trading is very likely to penetrktg people’s daily lives and existing
social relations.

Drawing on the case study of Taiwan’s stock markes chapter aims to
examine the relationship between lay investors'staxy social ties and market
actions (stock trading) in electronic anonymous ket®, with an emphasis on a
conventionally overlooked dimension of this coniatt the influence of market
actions on individuals’ social relations.

As will be seen, many Taiwanese lay investorstlstivading is embedded in
their existing social networks, although the maike&an electronic anonymous one
and consists of millions of individuals. From enigagin trading, exchanging
information, learning skills to collecting capitgleople’s existing social ties usually
play a key role in their stock trading. Furthermdfesre are examples where stock
trading would support, extend or threaten peoptesial relations. In other words,
these lay investors’ social relations outside tlakatplace are naturally interwoven
with their market actions.

The findings illuminate the connection between Graatter’s theory of social
network and Callon’s theory of human-technologyweek. In Callon’s (1998, 2007,
and with Caliskan 2010) argument, market actorsrade up of linked human being
and non-human elements as human-technology netwbrkihis case, lay market
actors are framed by the computerized market sysdewoh are constituted of
technology devices and human agents (see Chapteo®jgver, those market actors
were constructed in the existing social networkd are continuously entangled in
social relations. In other words, social relatiaonsild be the contents (an element of
market actors) as well as the context (where thekebactors assembled). Human-
technology networks, even in the electronic anonysnmarket, are still rooted in the

structure of social relations.

%8 |n Taiwan, individual stock investors are collogjly called sanhu (g¢F; ‘dispersed players’).
The term implies that they are the market's scattetunorganized, retail and non-professional stock
traders. Furthermore, in Hertz's ethnography ofShanghai stock market (1998), she also adopts the
local jargon, ‘dispersed playerssgnhy, to denote Shanghai’'s individual stock investdrs.her
interpretation,sanhumeans loose, scattered, random, or unorganizet starket participants. The
contextual meaning afanhuseems to be the same in both Taiwan’s and Chatatk markets.
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The findings also suggest that stock trading isordy an economic activity
but also a social activity. It is consistent withippner and Zelizer's argument:
economy is not an autonomous sphere which is seplfiaom the social. However,
it does not mean the notion of economy should laabned. The terms ‘economy’
and ‘market’ are popularly used in daily life, imdiness and in academy, and the
concepts are crucial for people’s communication lamalvledge exchange. Foremost,
when economic agents consider economic activiteesagial activities, it does not
mean they do not ‘imagine’, ‘believe’ gperform’ the law of the market economy.
Callon (1998) and MacKenzie’s (2008) studies offgrenativity have indicated:
market agents perform economics in markets ancefibrer markets are shaped by
economics. As will be seen, in Taiwan’'s stock mgrkmth lay investors and
professional practitioners (even some insiders)eg@ly ‘believe’ the law of the
market governing the market trend more or lessoalih they seemingly have
different opinions of how effective the law is. g&t, economics is not the only
standard for market actions. This study will shtattlay investors’ market activities
are shaped by both the market law and the dadyfig&mework.

As a result, Granovetter's embeddeness is stilseful conceptual tool to
illustrate the way social and market relationsergvined and investigate how stock
trading is anchored in these people’s existingaaalations. Particularly, in this
case, the sociality of the relations is not the esdm Zelizer's argument, between
counterparties in the anonymous market, but insteadin investors’ existing social
networks.

Furthermore, the entwined relationship betweengadnd social ties suggests
a connection between Granovetter's and Zelizer'pragrhes. For Zelizer, all
economic activities are operated in different argdintct categories of relations (see
Chapter 6). However, this study will show each gatg of relations tend not to be
independent but highly interactive. For examplechasing stock in the anonymous
market and borrowing trading money between familgmbers are different
economic transactions and operated in differenégmates of relations, but they
apparently affect each other. This type of intecechas been illustrated by theories
of social networks and social capital theories, tedframework of embeddedness is

helpful to underpin Zelizer’'s theory of relatiovedbrk.
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This analysis is expected to contribute to anotligeussion: that is, to suggest
social relations as one of the key factors whichoermages continuing large-scale
participation of lay investors. Like many other oties, rapid economic
development is usually cited as a reason for th@osike expansion of Taiwan’s
stock market and the increase in lay investors,(&/a 2005). ‘Stock fever’ is often
the phrase used to describe the similar sociattstret when a large number of lay
people actively engage in the stock market. Fomgse, Hertz (1998) uses this term
to denote the popularity of stock trading in Shagh the early 1990s. At that time
(1990), when the Shanghai Stock Exchange was esdtatll many citizens
participated with great enthusiasm in the markée Word ‘fever implies that the
structure is not expected to last for a long tisimilar to how the word ‘mania’ is
used to describe the short period of intense spBonl in tulip bulbs in the
Netherlands in the seventeenth century. HoweverTaiwan, ‘stock fever' has
transformed into a relatively ‘durable’ social sttwre. The high level of stock-
market participation has been maintained sincemniade1980s, and during this period
of time, there have been several cycles of boomkaustl (see Chapter 1). Thus, how
can ‘stock fever’ thrive in a society over decasethout cessation or decline? It
seems insufficient to answer this question citimy @conomic factors. An insight
from the Actor-Network Theory (ANT) is helpful tamalyse this phenomenon further
(e.g., Callon and Latour 1981; Law 1992; Latour®00

From the ANT perspective, a social structure issodered as a heterogeneous
network, integrated with human actors and non-huprdities, such as technology.
The duration and extension of the heterogeneousonletwould determine this
social structure to be a macro/micro and a temgfaating structure. Following this
idea, the stock-market engagement in Taiwan cathbeght as a heterogeneous
network (in the ANT definition), and lay investorspcial relations, calculative
devices and connotations of stock tradth@or discussion of these devices and

connotations, see Chapter 3) are both the comperamt the glues that form and

29 Culture and social definitions often seem to bepaeld by anthropologists to explain the inception
or the continuance of social activities which amilar to stock trading in Taiwan. For example, tter
(1998) tends to elucidate the causes of the Shasgtek fever by its culture and history. In adufit]
Evthymios Papataxiarchis (1999) takes the cultpesbpective to explain the enduring popularity of
illegal gambling in Aegean Greece. However, the Adfiproach seems capable of enhancing the
cultural explanation (see Callon and Latour 1981)
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retain the networR’ Thus, an examination of relational embeddedneghiinfield
would be expected to highlight a key element of fhenomenon’s configuration, an
element which is less discussed in the relevautiesu

In terms of this chapter, the fieldwork includese teollection of social
connotations okanhu(lay investors) and stock trading, observationdriokerage
offices (which are usually thought to be the ‘embueht’ of the stock market) and
interviews with 29 Taiwanessanhuof various ages and social backgrounds in 2010
and 2011. The list of interviewees is in Table 1.1.

The structure of this chapter is as follows. In thet of this section, | will
summarize the concept of relational embeddednesgi@e a basic introduction to
Taiwanese lay investorsanhu The subsequent four sections will explicate déifd
‘dimensions’ of social relations in Taiwanese layastors’ stock trading. In Section
2, | examine how the social relations could acadsridge’ to draw lay people into
the stock market. In Section 3, | examine the nodélassembling trading capital
through the social relations. | then argue thatsth@al relations sometimes work as a
channel for learning trading skills. In Sectionl@nalyse the characteristics of the
market information which is accessed through tlwasoelations. Finally, | elucidate
the importance of stock trading in the maintenaamo@ expansion of Taiwanese lay

investors’ social relations.

2.1.1 Social relations in economic actions

The underlying theme of relational embeddednesdiestus how the outcomes of
individual persons’ or companies’ economic acti@me affected by their social
relations. According to these studies’ findingse ttemarkable influence of social
relations in the economic actions mainly resultsnfrthe ‘structures’ of social
relations and the ‘resources’ which could be aaxkdbrough the social relations.
The different ‘resources’ are usually thought to diennelled through different

‘structures’.

% Most social studies of Taiwan's stock market, aditm to my knowledge, tend to take the
continuing large-scale stock-market participationdranted and as the status quo, these studids ten
not to examine the causes of the market’s endur@nge Wu 2005; Qian 2008).
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The structures of social relations are usuallyledalsocial networks’. In
studies of social networks, a person’s social nekwsually is seen as a composition
of both ‘strong ties’ and ‘weak ties’ (e.g., Graetter 1973, 1983, 2005; Uzzi 1996,
1999; Lin 2001; Burt 2001). ‘Strong ties’ usuallgfer to those connections with
people who are close to an individual's ego, suhetations with family members,
close friends and intimate relatives. By contragak ties’ usually means an
individual’'s connections with people who are acqtemces but not close, such as
the relations with distinct colleagues. Indeed, dbrcepts of ‘strong ties’ and ‘weak
ties’ are relative ideas and their definitions varyhe studies.

Some scholars focus on a complete network depictitade up of the social
ties within a ‘closed’ community, such as a compamayd emphasize the
characteristics of different ‘cliques’ and ‘nodésidividual people) in this network.
For example, Burt (2001) has proposed the concetractural holes’ to refer to
the strategic advantage of the ‘node’ that hashiedsieen ‘near-closure’ groups. He
argues this ‘node’ is similar to a ‘broker and Wawearn benefits by ‘brokering’
information between these two groups.

The ‘resources’ available in a person’s socialoek are usually called
‘social capital’. The ‘resources’ include tangilitiems, such as economic capital, and
intangible items, such as information, advice amidreeable trust. Economic capital
is straightforwardly helpful to most economic an8o The money people borrow
from their social ties tends to be easier or legersive (that is, with a lower interest
rate) than from formal financial organizations, Iswas banks. This is because the
enforceable trust between lenders and borrowersedban their strong social
connections, can reduce the cost and risk of tctioss (Coleman 1988). In
particular, borrowing money through social relaioseems popular in many
immigration and ethnic minority communities. Theroaunities tend to have strong
solidarity and interior sanctions, and the commumembers are more likely to be
rejected by outside financial organizations thainsteeam society members (Portes
and Sensenbrenner 1993).

Knowledge, advice and suggestions gained fromabsamtworks could help
individuals to reduce the uncertainty of the bussneith which they are dealing. For
example, Mizruchi and Stearns (2001) find that wbhankers are handling highly
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uncertain business cases; they tend to seek afiteivetheir colleagues. Beunza and
Stark (2004) also argue that advice from colleagesponsible for other financial
products could help the traders in a financial canypto make arbitrage.

Information is one of the main factors which irghce individuals’ economic
performance. It is often considered one of the npostious ‘resources’ accessible
from social networks. For example, many studiesshadicated the importance of
information gained from personal social ties in joblrkets (e.g., Granovetter 1973,
1983, 2005; Lin 2001). Although close friends aethtives are more likely to be
eager to help individuals to find jobs, acquaintsmnare more likely to provide job-
seekers more useful information about available paolsitions, because people’s
social connections tend to frequently overlap witleir close friends and close
relatives. Therefore, the information flowing frandividuals’ strong ties are often
repeated. On the other hand, acquaintances betoagadther social circle, so they
tend to provide more novel information to the induals. This is called ‘the strength
of weak ties’ (Granovetter 1973). The studies ¢dtrenal embeddedness provide a
standpoint to examine social relations in Taiwaragenvestors’ stock trading from

these aspects.
2.1.2 Taiwanessanhu

In Taiwan’s stock marketsanhu are officially labelled ‘domestic individual
investors’ in surveys and documents (TWSE AnnualiStcs)’. However, their
market behaviours are more similar to those of Atasstock traders’. The different
connotations of ‘stock investment’ in Britain and Taiwan may possibly confuse
some readers. In most English-Chinese dictionaisésck investment’ translates as
‘gupiao touZi (FFEERFE) and ‘investing stock’ translates deuzi gupiad (& #s
25). According to the interviews, when these Taiwanieslividual investors explain

the details of theirdupiao touZi (stock investment) or their behaviours @buzi
gupiad (investing stock), around one-third of them mentithat they usually
purchase or sell stock ‘every one to three dayisieothird say ‘every one to three

weeks’; and the rest say ‘every one to two montWhat is called gupiao touZi

%! Available at: http://www.twse.com.tw/en/statistitatistics.php?tm=07.
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(stock investment) in Taiwan seems closer to ‘stvakling’ in British context. In
other words, the British connotation of ‘stock istreent’ (that is, holding stock for a
long term) would not be identically recognized bgiwanese individual investors.
To avoid misunderstanding and contradiction, is thiesis, the term ‘stock trading’
is used to refer to the Taiwanese idea of ‘stogkstment’.

However, the idea of ‘long-term holding’ is notnapletely alien to these
Taiwanese individual investors. For them, holdingtack for over two months
without trading is a ‘long-term investment’ or ‘Igiterm possession’. If a stock is
held over a year, the reason must be that the gdaklao. The termtaolad (%)
literally means ‘to be locked up’, or ‘to be trapheln Taiwan’s stock market, the
term means that ‘the share price continues dedimifter purchase, but the stock
holder does not want to sell the stock to realages[ In this situation, ‘*holding the
stock’ suggests ‘having an opportunity of switchithge investment from loss to
profit. Some lay investors joke, ‘we are “forcetd do a long-term investment; the
stock is trapped.’

Examining the lay investors’ conversations, ‘dostigck’ (i} 22, zuo gupiad
and ‘playing stock’ ¥tf: 22, wan gupiad are the most frequently used words to
suggest ‘trading stock’. To ‘do’i{, zug stock &2, gupiad is analogous to ‘do’
(f zuog business 4 =, shengyj or to ‘do’ (f zug work (T_{E, gongzud. To
‘play’ (¥, wan) stock 22, gupiad is analogous to ‘play’#f;, wan) a game ##5x,
youx). These two verbs, to ‘do’ and to ‘play’, implyettdeep meanings of stock
trading in the investors’ mind.

Indeed, ‘investing stock & RFEE, touzi gupiad, ‘purchasing-selling stock’
(E=E 2, maimai gupia® and ‘trading stock’ & 7 - 22, jiaoyi gupiag are
sometimes used to describe ‘trading stock’. They @uobably formal terms and
therefore less common in everyday conversationsg-figing stock’ (VPi%ZZ, chao
gupaig is the most popular slang phrase in China’s stoekkets used to refer to
‘trading stock’ (Gamble 1997; Hertz 1998; Interview data). ‘Stir-frying stock’
(chao gupaid is a neutral term in China and can be used toritessanhus and
dahus (big player) stock trading. However, in Taiwarstock market, ‘stir-frying

stock’ is a kind of negative term which is useddanhuto describe their market
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competitors’, dahds and institutional investors’, immoral tradingragegies. It
usually means ‘to intentionally and improperly npanate share prices by throwing a
huge amount of capital or releasing inaccuratermégion’. The notation ofchao
gupaid in Taiwan is similar to ‘cornering a market’ ihe West. The terminology of
‘stock trading’ implies Taiwanese lay investors’ ndview of the stock market. A

further discussion of this issue is in Chapter 3.

2.2 '‘Bridges’ to stock trading

In Western societies, stock markets are princighlydomain of professional market
participants and are generally separated from rayspeople’s life world (Preda
2009a). However, in Taiwan, lay people are intraduto the stock market through
many different routes. One of the most importamidipes’ leading to the world of
stock trading is probably that of social relatioms.this section, | provide three
common models to account for why many lay investimiseption of trading stock
was motivated by, or associated with, social refeti The different models appear at
different stages of the stock market’s historytidtlly, ‘reliable endorsers’ could act
as ‘brokers’ to ‘introduce’ lay people to stockdirag when trading had not yet been
popular in society. Secondly, during the peak @f $kock trading explosion, social
ties might suggest ‘duplicable models’ of becomawgrnight millionaires through
trading. These role models possibly encouragechaotivated lay people to enter the
stock market. Third, when stock trading has ‘takeat’ and become a ‘familiar’
system in the society, trading culture shared kBerfpgroups’ and ‘families’ often
gradually and naturally ‘bring’ lay people into teeack market, because people tend

to ‘join’ the same ‘social activity’ (stock tradipgs their friends or family members.
2.2.1 Reliable endorsers

Prior to the stock market boom of the late 19&@sck trading probably had not
been well-known in Taiwan. In 1985, on the eve aiwian’s stock market explosive

expansion, the number of accumulated stock investoounts was 440,461, and the

rate of stock accounts per hundred Taiwanese adals3.4. This figure increased
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dramatically in the subsequent ten years: 19869@b lwas the period of market
explosion. In 1995, the number of accumulated attsobad grown to 5,734,866 and
the rate of the stock accounts per hundred ad@ss40.2 (see Table 1.5).
Before the explosion, trading stock probably wasuafamiliar activity for

most people whose jobs were not related to thergiesuindustry. Among the 25
interviewees, 11 interviewees' ages were over 5@0h0% In 1985, these people
had been over 25 year old and therefore could fliusave traded stock. However,
only two people had begun stock trading before 188bir people engaged in stock
trading during the peak of Taiwan’s stock explosi®886—90). The remaining five
people began trading after the market boom. Ofintexviewees, Mrs Kuo was not
the oldest, but is the most experienced investoe. iS a homemaker with nearly 40
year’ experience stock trading. Her first encoumigh ‘stock trading’ took place in

her brother’s house, where she was surprised dottiat he had erected a blackboard:

[My brother] bought a blackboard and wrote closmzes of shares on

the board every day. [At that time, the sharesegriwere broadcast over
the radio.] | felt very strange. Why was there ackboard in his house?
[Such] Taiwan-Cementand Chia-Cement|listing companies] [were

written on it] ... All day [he] was writing words and numbers on it.

This first experience was not successful in atingcMrs Kuo to engage in stock
trading, because ‘after observing his activity #orlong time, | still could not
comprehend what he was doing.’

However, rather than her brother, it was anotheévisf Kuo’s social relations,
her school friend, who acted as the ‘bridge’ tret her to the stock market. Mrs
Kuo’s friend had moved from Kaohsiung to Taipei ast#ted Mrs Kuo to accompany
her to a brokerage office. Mrs Kuo remembers emjed brokerage office for the
first time in 1974. In that time, the number of kecage offices was very limited and
most were located on Huai-Ming Street, near thepdiaiRailway Station.
Accompanied by her friend, Mrs Kuo walked into Hiing Street for the first time.

Inside the brokerage office, she was impressedéynbisy crowd of people and the

%2 started interviewing Taiwanese investors in 2020these eleven people, six were in their 50s,
four in their 60s, and the other two were in tHés.
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loud broadcast of share prices. For her, it wasaadnew ‘world’. Encouraged by
her friend, she bought her first stodkgrmosa Plastic{the company her friend’s
husband was working for). Her friend told her ttas company was a very stable
enterprise and almost impossible to bankrupt. &litge 1974 was a harsh year for
Taiwanese plastics industry in general. The osisrhad just started and the price of
crude oil, the raw material for plastics manufaefuhad surged. As a result,
prospects for plastics enterprises were full ofantasnty. However, Mrs Kuo began
her ‘career’ of stock trading by choosing the compavith which her friend was
very familiar. Mrs Kuo trusted her friend and hamhfidence in her judgement.
Indeed, network studies have pointed out thastwoeal ties among people can
act as a crucial channel to distribute informatikmowledge and innovations (e.qg.,
Granovetter 1973, 1983; Krackhardt 1992). Basedthmn trust of friends and
relatives, people are more willing to adopt the memovation that their kith and kin
recommend. In this case, the stock market is likeumexplored ‘world’ for those
who are new to it. For them, to engage in stoo#titigris very similar to beginning a
‘venture’. To be introduced to this ‘venture’ byliable friends or relatives probably

inspires people’s interest and gives them confidéndegin.

2.2.2 Duplicable models

Economic interest is one of the main reasons &wpfe to participate in stock
markets. The ‘potential’ high profit from stock diag implies that stock trading
could be one of the ‘feasible’ ways to rapid wealtkation. Thus, in a particular
society, there may be plenty of tales about pebplmoming overnight millionaires
by trading stock. Even if the stories are trueythgll sound like ‘fairy tales’ and
don’t seem relevant to most people’s daily liveglded, most people probably have
never really seriously thought the stories coulghago themselves (interviewing
data). However, stories of wealth accumulation waubt sound like a ‘fairy tale’
but a ‘duplicable’ model, when the protagonists arg., family members, friends, or
colleagues. In the case of Mrs Kuo’s brother, he todd her about his decision to
begin stock trading, using one of their uncles, Wiaol earned a lot of money by

trading stock, as his role model. This uncle hadlenanough money to buy a
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property in central Taipei. His was an unusual imyiressive story that took place
before the stock market explosion of the 1980s. Klre’s brother believed that he
could copy this model and become as rich as thleu

Social relations could be an ‘introducer’ to lgaatential investors into the
world of the stock market, as mentioned above. Hewef the ‘endorsers’ of the
stock market have become wealthy through tradimgn their persuasion would be
even more convincing. Their achievements possipire inexperienced people to
try this new activity without hesitation. Ms Zergyetired civil servant, began stock
trading 26 years ago. In her case, a neighbourthe&sntroducer’, who portrayed
herself as a successful example when encouragingevig to do stock trading. One
day, her neighbour said directly to her, ‘You ave poor, so you have to do stock
trading.” At that time, her neighbour had purchased houses with money made on
the stock market. ‘I told her that | don’t know hoavbuy [stock],” Ms Zeng says, ‘I
didn’t know how it [stock trading] could make a pto However, her neighbour’s
achievement gave her courage. Following her neighbosuggestion, Ms Zeng
mortgaged her house and used the money to trade sto

Approval from successful individual investors abustrengthen novices’
confidence to engage in stock trading. In 1988 n§hk was an engineer in a large
Taiwanese home appliance factory and had neverdefied stock trading. His
monthly salary was NT$30,000, which was pretty gaddhat time. However, he
was not satisfied with his income and really wartte@¢hange his status. He sought
advice from his cousin, who was the same age bdt deaned NT$10 billion
(approximately US$377 million). His cousin consel#rSheng-Ji to be very smart
and believed Sheng-Ji would have no problem ma&kipgpfit from the stock market.
After the discussion with his cousin, Sheng-Ji dqug job and engaged in stock
trading.

With the rapid growth of Taiwan’s stock market, ma@and more overnight
millionaire stories are reported in newspapers magazines and on the television.
As noted above, most of these stories sound liky fales, not something that
happens in real life, and thus don’t seem to caresthe majority of their audience to
begin stock trading (Wu 2005). However, the sanoeies make it much easier to

lure people into the stock market when their aagaaices are successful traders.
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Even if the potential investor does not immediatillow their successful
acquaintance into the market, they will still renien the success story. Mr He
started trading stock when he began his first job.fact, he had planned to

participate in the stock market for years, eveteine had studied at graduate school:

At that time in the past, when the VIA [a listedwoany] was the ‘king
of shares’ [the highest price stock in the markikle share price] was
growing to over 600 dollars [NT$]; [it was in] ooollege period. | had a
friend in the graduate school who had staked oVilesince [his] time
in college. The result was that he earned four syetaition fees. All
[money] were taken back by that [that is, the persarned the same
amount of money as the tuition fees by trading\th® shares]. It seems
incredible that [his] graduate school tuition feesre ‘sponsored’ by the

VIA as well.

Due to the shortage of trading capital, Mr He cauddl start trading stock at that time.
However, the model set by his friend had inspiriad, land he fulfilled this goal after
he had saved up his trading capital.

In White’s discussion of social formations (20G8-34), social networks
connect individuals, uniting them, and transforrasth interwoven individuals into
structures. The stories meshed in social netwaksa arucial mechanism of uniting
various individuals’ dispositions and actions. Irhi¥#’s view, sharing stories with
other people is a way to ‘control’ other peopleattis a way to make conformity
between the individual's ego and other people’shNarrative floating on an
individual's social networks has the power to orinis individual’s dispositions and
actions. As the cases above indicate, successiugstof stock trading from friends
and relatives would easily motivate potential ingesto start the same ‘activity’, i.e.,
trading stock. White’s study does not discuss ttierént degrees of the story’s
effect. It can be conjectured that not all stosaseshed in the social network have
the same influence on individuals’ orientationsaflis, the persuasive powers of the
stories will not be equal. When the protagonisansindividual’'s acquaintance, the

story is expected to be more influential on thdividual’s orientation.
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2.2.3 Peer group

After Taiwan’s stock market boom of the late 1986tck trading’ is no longer a
strange activity to most Taiwanese people. Usu#illgy have a basic idea about the
stock market, even if they have no practical exgyexe or professional knowledge of
it. A decline in the importance of ‘endorsers’ hmsen conjectured. Several market
crashes probably have reminded people that thecehahbecoming a millionaire
overnight through stock trading is not huge. Theifevestors who participated in the
stock market over the past twenty years tend tce ldifferent ideas about stock
trading (see Chapter 3).

However, social relations perhaps still influempaople’s willingness to take
part in stock trading. Many interviewees told mattthey were involved in the stock
market because their peer groups had been in theetmdr Yang started to trade
stock a short while after he retired from his positas a junior high school head.
After retirement, he had a lot of spare time arndddittle bored. Some of his friends
had traded stock for a while, so he thought it ighinteresting to join them.

Employees, homemakers and students also tendgio beeir stock trading
because of their peer groups. For example, A-Zhdpa retailer, had saved money
in order to purchase a flat, but she changed hed mind instead put the money into
the stock market. The reason she gave is that lbse driends were doing stock
trading and she thought they could analyse the ebakd trade stock together.

Sometimes influence from peer groups transfornts i@ kind of ‘peer
pressure’. Mr Yan began stock trading when he vagears old, the year he entered
postgraduate school, the top research instituteefectrical and communication
engineering in Taiwan. Most of Mr Yan’s classmaéesl seniors had gained their
undergraduate degree from this school. In othedsgjathey had known each other
for years and had created their own ‘culture’. Ading to Mr Yan’s description, his
‘pure-blood’ classmates, who had studied as botltergraduates and postgraduates
in this school, were very confident. They thoughemselves to be smart in
everything, including stock trading and also hadfgssional knowledge of IT and

electrical manufacture, which could be used to ym®althe IT and electrical
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industries’ market cycles. Trading stock was a péarthe school culture. ‘All [the
students] in the postgraduate school were invegtnagling stock]’, Mr Yan says,
‘All [the people] in the postgraduate school [and]my] office were buying stock.’
Mr Yan was one of a few students who had gradudtech less prestigious
universities. He had to work hard to integrate talingto the peer group, and thus it
seemed better to join the same activity. The ‘caltshared by Mr Yan’s peer group
in the postgraduate school pushed him to startkstoading immediately after

entrance. For him, it became a means to integratséif into the community.

2.2.4 Family

Stock trading has spread all over in Taiwan overgéast two decades, and probably
has become a cross-generational social phenomeHRo®. younger generation
possibly grow up in a society familiar with stockding, and it has been practiced in
many families for a period of time. All but one tiie young lay investors
interviewed have ‘investor parents’: twelve of theerviewees are under 35 year old
and eleven of these people’ parents are lay inkest®well. In some cases, not only
their parents but also their siblings are involvedstock trading. Cong-Ying, a
master’s student in sociology, engaged in stoattincain college. He describes the

influence of his family:

It [trading stock] happened naturally, because @ayily are ‘playing’
[trading stock]. Father and mother are ‘playingtofk]. Besides, my
junior brother is studying finance in [his] postduate [and college]. It
became three people at home are ‘touching’ [inwbivestock trading] It
would be [weird] ... if | had not ‘touched’ it. [Begh influenced
gradually, | [decided to] ‘play’ [stock] with them.

The investor parents could ‘recruit’ childrenthe stock market in a subtle and
unintentional way. Through practising trading inlygléfe, stock trading possibly has
become a component of family culture and has be#erited’ by the children in

these families. Observing their parents’ stock itrgdnay be an initiation for the
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younger generation to trade stock. In some cabBesgffect could be traced back to
adolescence. Mr Liu started trading stock when ritered the college, but he had
learned stock trading and analysed the market tmgélf when he was only a junior
high school student. At that time, his father wenbpen a stock account attached to
an online account. Mr Liu always saw his fathemisimg the stock-trading websites
at home. ‘It looked very interesting,” Mr Liu sayso | got involved in it.” He joined
internet forums about stock trading, bought stoukesting magazines, and watched
stock analysis programmes on television. ‘Throubbsé [channels], | partially
understood some probably right or wrong theories{i& stock trading],” he says.

Sometimes this kind of family culture succeeds nossing three generations.
Yi-Hong is a college-student investor. His motherai homemaker investor who
watches real-time stock market information on tisien at home every weekday. In
his home, not only both his parents but also hesdfather are lay investors. He still
remembers stock charts piled always on the topiofytandfather's desk when he
was a child. His grandfather had been a big playénat time, but lost almost all his
money at once in a crash. After that, his granéfathas rarely touched stock.
However, the trading culture still remains in rasnily.

As well as the passive absorption of stock tradisgpart of family culture,
some investor parents openly and actively encoucdglelren to practice stock
trading. Zhi-Chun started to trade stock when hmaupation changed to being a
cabin crew member, a job in which it is usual teehdays off during the week. Her
mother suggested Zhi-Chun take up stock tradingoAting to her mother, Zhi-
Chun’s spare time should not be wasted and steckny would be a good use of
that time.

Assisting family members in handling stock accowdn also be a ‘lure’ to
draw potential investors into the stock market. Tefomy interviewees have had
similar experience. For example, Mr Zhan openedokdyage account, in his own
name, for his mother; that is, ‘[T]he money wasvted by a parent [his mother],’
he says, ‘the parent bought [stock through the @aiceegistered in his name].” The
reason for opening this account was informatioreaéed by his uncle, who advised
his relatives to buy his company shares soon. ForZhan’s mother and other

relatives, it seemed an assured opportunity to ragk®fit (the interviewee does not

53



explain the reason explicitly): ‘So, everybody bbudghe stock.” However, Mr
Zhan’s mother did not already have her own stodoawct and at the time, she was
too busy to handle the ‘triviality’ of this tradingcluding going the brokerage firm
to open an account and buying and selling the dteckelf. Thus, Mr Zhan ‘had to’
be his mother’s ‘agent’. Namely, it was up to hmopen the stock account, observe
the share price’s movement, and trade the stockigth it was really his mother’s
money, stock and profit. Trust between Mr Zhan hisdmother was fundamental to
this event. During the process of setting up anchageg the account, he was
generally ‘tempted’ into the stock market. Aftes Innother took back the capital and
profit, Mr Zhan kept the account open and starisddwn’ stock trading.

Because of the trading culture, practices and wagement of stock trading
inside or ‘outside’ the family, it is taken for gued that the children will probably
engage in stock trading. Ms Wu began stock trasvhgn she first earned money
from a part-time job. ‘[My] parents gave me morapport,” she says. ‘They set an
example.” Moreover, the friends around her hadetdastock for a while at that time.
‘[In addition,] their [her parents’] friends areadding stock] as well,” she adds. This
environment helped to formulate Ms Wu’s ideas atstotk trading. One idea is that
‘stock [trading] equates to “investment” [Taiwanesmnotation]’. Another one is
that ‘no matter early or late, stock trading is essary to learn in everyone’s life.’
According to her understanding, ‘[if you want] to dinvestment”, [you have] to
learn [trading] stock first.’

When stock trading becomes an everyday practiceome families, the
trading culture is easy to construct and to trahsmross generations. The people
who grew up in individual-investor families are ds® trading and take it for
granted. Although the discussion is in a differemintext, Pierre Bourdieu’s
argument regarding the reproduction of habitus kfiedtyle within the family is
helpful for further understanding of this issue. Bourdieu’s studies of the
inheritance of cross-generational lifestyles inheatass (1984: 169-225) and the
transmission of cultural capital (1986: 241-58), drephasizes the importance of
family. Family is key in transmitting culture, ide@ad practices between parents and
children. In particular, during childhood, people ahaped by their habitus without

awareness. When a worldview is constructed, theoditons and behaviours of the
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actors would be taken for granted and not be refteapon. Through the process,
tastes are formed and the distinction betweenrdifteclasses is displayed. Like the
reproduction of habitus, stock trading can be algas a ‘practice’ of ‘financial

habitus’ and reproduced in some Taiwanese families.

2.3 Skills

Social networks can be a ‘bridge’ for lay peogeshter the stock market; they also
could be a ‘channel’ for them to learn the basitiskf stock trading. To do stock
trading, it helps to have some basic analyticallssksuch as fundamental and
technical analyses. From the perspective of finantaehnical analysis is
conventionally considered a ‘pseudoscience’ (eMplkiel 1996; Preda 2009a).
However, in terms of Taiwan’s stock market, botbfessional practitioners (such as
analysts) and lay people tend to think both fundaaileand technical analyses are
useful tools when analysing market trends (Inteniata).

Nowadays, it's not difficult for a Taiwanese layw@astor to learn basic stock
trading skills. Hundreds of books, dozens of maussi and several newspaper
columns offer advice for lay investors who wishtéach themselves fundamental
and technical analysis skills. In addition, stoclalgsis programmes on television
and Internet websites, blogs and forums explaiokstading basic skills, and lay
investors can also attend courses offered by eidnedtinstitutions or brokerage
companies to gain more professional knowledge ofketaanalysis. As in many
other countries, the diffusion of stock trading Wihedge in Taiwan is developing
with the growth of the stock market and the develept of technology (Wu 2005;
Siu 2008; Chien 2008; Preda 2009a).

However, for Taiwanese lay investors, personalsoetworks sometimes act
as one of the channels to learn stock tradingssKill particular, in the earlier stage
of the market’'s explosion, learning materials andeasible channels had not been
fully developed. In the case of Ms Zeng, her nemhrtbwas not only the person who
introduced her to the stock market but also taugt the ‘most’ basic idea of

charting, that is, recording daily closure shaieq®. Ms Zeng remembers:
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[S]he asked me to draw the lines [of share pricelsg said, ‘You studied
in high school and I only graduated from elementatyool. You have to
draw it.” [Her neighbour thought Ms Zeng had thdigbto do it.] ... In

that time, temperature-recording sheets with smgalils were often
available in hospitals. | took temperature-recagdisheets to recording
share prices] ... Actually, | did not understand m{ahout charting]. |

only drew one type [of chart]. Drawing, drawingading. [When the
prices reached] a very high [point], [| would] sil[the shares] quickly.

That was all.

Shu-Ling is another example of someone drawn itdokstrading through her social
network. When she started to trade stock in 199t Wwer mother, she was a
complete novice. Her acquaintances in the brokeoéfgee taught her the basic ideas
of finance, for example, ‘how to evaluate the “maable” share prices by EPS
(Earnings per share) or dividend'. In fact, knovgedearned from acquaintances is
usually very basic, because most ‘teachers’ areprafessionals, but simply more
‘experienced’ lay investors. After gaining more expnce, the newcomers may
realize just how ‘basic’ is the level of knowledgbey gained from their
acquaintances.

In the interview, Shu-Ling’s mother mocked this &kirof ‘teaching’ as
‘amateur-teaching-amateur’. Shu-Ling completelyeagrwith her mother, but she
still admires these ‘non-professional teachers’ wktped her understand the world
of ‘stock trading’ when she was a newcomer. Shglalso emphasizes that the
situation totally changed after several televisabrannels focused on stock trading
were set up, and nowadays, stock trading skillsoéten taught on television. As a
result, learning ‘basic’ techniques of stock tradiend finance has become much
more convenient. ‘Just watch TV, Shu-Ling saysn‘OV, some analysts would
introduce charts,” her mother supplements, ‘[If ytake time to study, [you] would
understand.’

With the increase in teach-yourself materials #Hretelevision channels, the
function of learning stock trading skills througbcgl networks seems to be mainly

replaced. However, for some lay investors, socvorks sometimes are not just a
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channel to learn ‘basic’ skills but one to learre ttadvanced’ skills or ‘tacit’
knowledge which is based on other people’s manysyefpractical experience in
stock trading. As mentioned above, Mr Liu has taugmself many fundamental
and technical analyses skills starting from whenvias a junior high school student.
However, a friend, who is an analyst in an investiniank and on a stock trading
online forum, shared many ‘advanced’ trading teghas with him. The skills which
he taught Mr Liu are based on a combination ofgssibnal knowledge and practical
experience. To the present day, they have nevereawt other in person and only
contact each other via emails and online messages.

Social relations may be a channel that helpsiagstors learn market analysis
skills, but sometimes also can be a factor thddwad’ lay investors to benefit from
stock trading without necessarily learning stodding skills. For example, Cong-
Ying has a brother who is an individual investorongtudied finance in college and
graduate school, and is very familiar with manydamental and technical analyses
skills. When Cong-Ying is interested in some conymrstock, he just asks his
brother to ‘check the conditions’ of the stock (ti& analyse the company) for him.
He has some basic ideas of stock trading, but biabad enough motivation to learn

more advanced market analysis skills because hekh brother will do it for him.

2.4 Trading capital

Social networks have been considered as one wandwiduals to raise funds for
starting business enterprises. Compared to borgpwianey from banks or raising
fund in capital markets, the social network chanselery informal and the amount
is usually not much. However, gaining capital tlglowsocial networks tends to be
easier, especially at the beginning of establishifgisiness (Granovetter 1973, 1983;
Portes and Sensenbrenner 1993). In this sectiexaimine two aspects of social
networks for some Taiwanese lay investors lookmgatse their stock trading capital.
The first one is the transfer of stock trading talpbetween parents and children,
while the other is to manage a stock trading ‘miutiend funded by family

members and/or friends.
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2.4.1 Family and the original capital

In Bourdieu’s discussion of social class, econoaaipital is still the foundation of
social stratification. A class’s cultural capitaddasocial capital would convert to its
economic capital in the end. In this system, fanslthe key fact of class inheritance.
Family is not only the ‘mechanism’ to transmit ‘wukl capital’ (lifestyles) and
social capital (social connections) from parentghiddren, but also the mechanism
to directly transmit ‘economic capital’ (money) Wween generations (1986).
Furthermore, in theories of social networks, emleddéss and social capital, the
relations between family members are a kind ofofsfr tie’, belonging to
individuals’ ‘social capital’. In general, economiesources tend to be accessible
through personal strong ties (Granovetter 1973,31%rtes and Sensenbrenner
1993; Lin 2001).

In terms of Taiwan’s stock market, family is theim provider of younger-
generation investors’ original trading capital. Tis@uation is probably more
common among student investors because of two measarst, it is not easy for
them to save enough money while they are in coll8geondly, their parents usually
are individual investors as well and therefore iatined to support them to trade
stock. | interviewed four Taiwanese student invesst@ll of their parents are lay
investors and three of their families sponsorelbaned them part or all of their first
trading funds. The stock trading culture insideirtfamilies perhaps made this
‘natural’ occurrence. For example, Mr Liu, mentidnabove, has studied stock
trading since he was a junior high school studdog to his father’s influence.
During his junior and high school period, Mr Liuteri discussed stock trading with
his father. When he entered college, his fatheprapanied him to a brokerage
office to open an account into which he deposité®50,000 (US$1,700). His father
directly told him that this money is lent to himedy for trading stock. After a period
of time, he felt the money not enough and askedfdtiser to lend him another
50,000. Due to their many years of talking abouflsttrading, it seemed very
‘natural’ for Mr Liu to ask his father to providenh the trading capital.

Yi-Hong's case is similar but a little different.t Ahe end of his first year of

college, Yi-Hong had the idea to engage in stoakitrg. However, he did not have
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any capital and hesitated to tell his parents aldgitintentions. At that time, he

wasn't sure if his parents would support him. Hesitation might have been a result
of his grandfather’s huge loss in the stock marketok Yi-Hong several months to

confess to his parents. In order to convince théwuthis resolution and trading

capability, for three months he had practiced satmd trading on paper, sharpening
his ‘sense’ of the market. Only then, in a chahviis parents, he casually asked ‘Do
you think it's a good time to do some stock tra@nbhe result was a little outside of

his expectations: his parents’ attitudes were \@gitive. They immediately gave

him a brokerage account which was owned by hiefatbut had not been used for a
while. The account still had around NT$30,000 (acbWS$1,000), which he used as
his original capital for stock trading.

To encourage their children to start stock tradisgme investor parents
provide them with their first trading capital, evéinthese children have been
employed for a while and had a steady income. WBEénRChun’'s mother
encouraged her to do stock trading, she and hebahnds gave their daughter
NT$100,000 (around US$3,350) as the starting dafiteey wanted to give her not
only moral but also economic support.

Ou-Yang's case is somewhat similar to Mr Zhan'su-Yang's mother
deposited money in Ou-Yang's bank account. Her erottsked her to use this
money as the original capital to do some ‘investm@mcluding to do stock trading)
for her. Although Ou-Yang had never studied busireesd finance, and her job was
not connected to commerce, she is the closestpé&rdoer mother in the family. Ou-
Yang’'s mother’'s behaviour not only suggested thet susted her daughter. The
mother also apparently ‘implied’ that the main graff the ‘investment’ could be
freely used by Ou-Yang, if she was successful atkstrading. It meant that the
mother provided the capital and took the risk gbitz loss, but that her daughter
would earn the profit. In other words, this wascavert’ action of gifting money.
However, Ou-Yang's mother always claimed that Ouxyas only a helper for
managing her wealth. Avoid Ou-Yang's sister’'s jeakp and any ‘potential’ tension

between the sisters may be the reason for this.

2.4.2 'Fund manager’
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In Taiwan, raising capital from family members adldse friends to establish
businesses is not restricted to minority groupdeéd, it is popular in the society and
is one of the main sources of the establishingtabpi some Taiwanese small to
medium-sized enterprises (SMESs). Notably, in soases, a lay investor ‘passively’
accepts capital from relatives and is responsibtarfanaging the fund. Usually the
capital providers are people who desire to earnapdrom the stock market but are
not confident stock traders. They entrust theilirggs/to a skilled and reliable friend
or relative to trade stock. The structure of thigdkof fund is somewhat similar to the
structure of a mutual fund, but it is much simpkmnaller and more informal. The
role of fund manager is performed by a reliable ilayestor. Ms Zeng played this
role. In the late 1980s, she managed NT$12 mil(mund US$440,000) in the
stock market. Her own capital was $3 million; arotfi6 million was from her two
sisters, and the remaining $3 million was from ey\@ose friend. Mrs Kuo also tells
me a similar story. She is very close to her cqushm had no idea how to do stock
trading. Her cousin provided Mrs Kuo with capitaldeasked her to do stock trading
for her. Mrs Kuo successfully stock traded, earrangrofit and making her cousin
very happy.

In general, the work doesn’t seem to be a desratlb’. First, usually there is
no formal contract or agreement between the capit@aiders and the ‘manager’
entrusted with the capital, so disputes can e&ségk out. Secondly, the ‘manager’
probably suffers high pressure, because the mandsoim their close relatives or
friends. If the ‘manager’ loses money in the markbée relationship between the
‘manager’ and the capital providers may be damaBgdept for very close relatives
or friends, people tend not to accept this kinoftér. Ms Huang’s friend once asked
her to do this work, but she refused immediatdlyl did that,” she says, ‘I would

suffer very high pressure.’ Thus, ‘I told him: naw

2.5 Information

For the financial industries, information is orfdélee most fundamental components.

Without information, no financial market can operatn some way, a financial
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market is simply an assembly of market informat{&morr Cetina and Bruegger
2002; Preda 2009b). On the other hand, market rmdton transmitted through
personal social ties is one of the main interaststudies of social networks and
social capital, though the studies tend to focustla job market (Lin 2001;
Granovetter 2005 In terms of Taiwan’s stock market, as will be sday investors
are embedded in a net of information. Their sooéhtions embody this net and
work as a means to facilitate market informatiaewdation.

The market information which Taiwanese lay investoften gain from
relatives, friends and acquaintances can be divilmedthree general categories. The

first is xinwen (3#rf&, news), orzixun (Z:/, general information/intelligence) of

markets, industries, or listed companies. This gbiiformation is publicly available.
The informant transmits this publicly availablearhation which he/she knows to
the information recipient in an interaction. Thdommant does not add personal
comments to the information and the recipient coalttess the exact same
information on their own, from the mass media. Xohange this sort of information
between lay investors is very similar to chattingpat news between friends or
colleagues.

The second sort of information iganyi (%:, suggestion) of trading
strategies, otuijian (#/, recommendation) of stocks. This sort of informatis

based on the informant’s judgement of the futueeds of companies, industries, or
the market. The opinion stems from the informaatialysis of the market trend or
his/her interpretation of published information.

The third sort of information igiaoxi (O§ &), which literally translates as

‘information’ in English. In the context of Taiwan’'stock marketxiaoxi usually
refers to the latest, or unpublished, unreleased,umconfirmed information
(sometimes simply rumours) of listed companies’rapens, industries, markets,
government policies and market corners (for examglhare-price-manipulation).
The idea ofiaoxi is in some way similar to that of ‘insider infortiza’, but with a

much broader context. Due to the secretive charatthe transmission of this sort

%t does not mean that the transmission of informmabn other markets has not been discussed. For
example, Brian Uzzi (1999) discusses embeddednedsita effect on the access to lending
information in the business capital market.
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of information to some extent, personal social eks become the main channel to
convey and receive this sort of information.

This classification is not the only taxonomy ofrike information of Taiwan’s
stock market, though | argue it is an appropriataleh to analyse features of lay
investors’ social relations in the circulation oarket information. For example, Wu
(2005) categorizes information of Taiwan’s stock rke& into three types:
informative information, market knowledge, and isttial knowledge. His argument
is based on the idea that principally all mark&iimation is informative information
and the information receiver would translate infation into market or industrial
knowledge. However, the features of different softmarket information would not
be revealed in Wu'’s classification.

In addition, Preda (2009b) provides a systematixortamy of market
information. In his argument, relational informati¢e.g., gossip heard at a party)
and transactional information (e.g., price) woutd dxchanged (or produced) when
market actors encounter each other in the markettransaction or in social
interaction). Furthermore, economic and financigbezts produce another type of
information (epistemic objects) outside the marketg., securities analysts’
comments on share price tendencies. However, Preskaidy focuses on the
information which is produced or exchanged insitle tnarket (relational and
transactional information), or which is created fnpfessional experts (epistemic
objects). By contrast, the market information dssad here mainly refers to
information which is circulated in lay investorgicgal networks. Thus, the taxonomy
of market information in this study is expectec¢tonplement Preda’s theory.

Though the three sorts of information — news,i@handxiaoxi — are all
frequently received through lay investors’ socialations, this section will only
focus on the last two, because they stand out asfdhtures of informational
circulation in this information transmission mecisam

Before moving on, | would like to take Mr Yan as axample of the
circulation ofxiaoxi in Taiwan’s stock market. He relied heavily xiaoxi to trade
stock and his story provides a typical model of reway investor trades stock by

Xiaoxi.
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2.5.1 Mr Yan'’s story

In [20]07, | knew Shan-Zhu. While | was in graduatdool, my trading
had not been successful. During that period [irdgade school], | was
not good at buying stock. Shan-Zhu said [he woh&dp me. At that time,
his girlfriend and the people around him all sdit ‘investment [trading
strategy] is not an easy way to make money’, sg tied reservations.
However, in that time, the items [shares] whichrdmommended ... [He]
seemed to [be able to] freeze water by words. Whataid would be that
[true]. Immediately, [my money] increased from mdban [NT$] 5
million [around US$150,000] to more than [NT$] 9llioh [around
US$280,000]. At best, it was over [NT$] 11 milliodde was incredible.
[Every time] | called [him] to ask which share istter, and then [the
share price] would directly hit the limit-up [daiyper cent from the last-
trading-day closure price] on the second day. Thmaton had lasted 3—
4 months. During that time, | felt he was like algtn the best situation,
it could grow over four columns [reaching the ddilyit-up for more
than four days]. | didn’'t use margin buying at thime, just bought
shares [with my own money]. BOM! BOM! BOM! [The mey]
increased by one million in a month. [It was] rgaficredible. Therefore,
when entering the MT [a semiconductor company],atl HNT$] 9%
million cash. In the [end of the] second monthhia MT, | had more than
[NT$] 11 million, 11.73 million. | clearly remembheAfter that, it was
constantly going down. When [the market was] drogpiShan-Zhul['s
information] was not reliable. He had his own tragstrategy which was
not suitable for everyone. However, | didn't figwet it [at that time] ...
[1] lost money and wanted to earn the money bagl, lIsought stock on
margin. [The strategy] was not right. The trend wareing to down. This
[margin buying] made [the situation] worse. Thaisviae first time | lost
money [after | followed Shan-Zhu's information]loist until the rest [of
the money] was only [a little] more than 3 million [In that period,] |

only staked on only one stock [at a time]. All bém were obscure [not
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well known], such as YungTay. During [20]07 to §420]08, all [stocks]
were obscure. Even if you tried to memorize [alti@m], you could not.
How could you know these [strange stocks]? Findllige amount of
money was NT$] 3.38 million. [The digit] marks innd. Only 338 left
after selling all shares... After 338, | have notldaled Shan-Zhu['s
information and suggestions]. | buy [stock] by nmfse

Mr Yan’'s story is not an unusual one. Similar plare often heard from lay
investors when they talk about some of their presitransactions based giaoxi,

accessed through their social relations. Throughlyamg these cases, some
common features of these stories are uncoveredselfeatures suggest a typical
model of Taiwanese lay investors’ trading Xigoxi. The first characteristic is that

lay investors usually do not know the sources eirtinformants’ information.

2.5.2 Unknown sources &faoxi

The ‘original sources’ okiaoxi are usually unknown to lay investors. In Mr Yan’s
case, it was difficult to confirm the source of 8Bf#hu’'s information. The
information might have been his personal analysth@® market, but the share prices
rose almost immediately after the information wage, so the information was
more likely based on the information of the ongadiadpus share-price manipulation
( corner plans). In Taiwan’s stock market, thist @frinformation is calledreixian
xiaoxi (N%#)8 2, usually shortened taéixiarn ([N%#). Neixiancould be literally
translated as ‘insider information’ in English, thes other meaning$The official
definition of ‘insider information’ from regulatiors included in the idea oheéixian,
but ‘neixiani in Taiwan’s stock market also includes the ‘infation’ of share-price
manipulation plan® (as will be seen below) and ‘leaked’ informatioh the

government’s future policies. Within Taiwanese ilayestors’ social networks, these

3 According to Paragraph 1, Article 157-1 of the B#es and Exchange Act (Taiwan), ‘insider
information’ means ‘any information that will hagematerial impact on the price of the securities of
the issuing company, after the information is megiand prior to the public disclosure of such
information or within 18 hours after its public dissure’
(http://www.twse.com.tw/en/investor/insider_tradipigp).

% In China’s stock markets and futures markets, @oewvents, manipulated bjahy seem very
common as well (Hertz 1998; Siu 2010).

64



three sorts of ‘insider informationnéixian are often circulated. However, their
‘truthfulness’ is always difficult to prove.

Shan-Zhu did not seem to be a member of a share-pranipulation group
(Shan-zhu’s status will be mentioned later), soinfermation’ probably came from
someone else. Who was the person providing thisriimation’ to Shan-Zhu?’ From
the beginning to the end, the ‘original source’ haxthained anonymous.

According to the interviews, when Taiwanese layestors face this kind of
situation —that is, to be givemeixian from someone else — they rarely probe the
information’s ‘original source’. They presume theriginal source’ is a valuable
secret of the informant’s and that they shouldniolbe too deeply about it.
Sometimes, lay investors tend to know the ‘origisalirce’ of the information but
their acquaintances fail, because even the informaey not know the original
source of the information and only know their imf@nt. Furthermore, when the
neixian seems very ‘sensitive’ (that is, when the revetatof the information is
possibly against relevant regulations), the infdramareceivers are aware that they
should not actively pursue the source’s identity.

On the other hand, knowledge about thgimal source is usually not important
for information receivers. Investors tend focusadrether or not the information can
help them make a profit; other questions usuallytdactor into their consideration.
Ms Qiu is an example. She usually follows a frienidformation when trading stock:
‘[About trading strategies,] namely, | just folldwer [the friend] to purchase [stock].
In fact, 1 don’t spend much time reading about sdnireys, such as fundamental data
[of these listed companies].’

After Over the years, Ms Qiu has never asked hendrabout her source of
information. She assumes that her friend obtaires itiformation because she
‘seemingly knows some friends who play [a] “largfafmount]’ (that is, they trade a
large amount of money in the stock market). Zhi-«€lwanother example. She often
receives ‘useful’ trading information from her ueclShe has no idea who is the
original source of her uncle’s information, butl ‘ahformation] is very useful’, she
says. ‘So | think this thing [the way informatios transmitted] must be thdahu
know [the information first] and then [they] revaato somexiaohu[small players,

sanhy who have someuanxi [social relation/connections with them, like her
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uncle].’” In Wu'’s (2005: 138) study of the mechanisiminformational transmission
in Taiwan's stock market, he also argues that ntamk®rmation (which is not
specified) is transmitted/flows in one directiorgrh dahuto sanhu

2.5.3 The reliable informant

In an ideal situation, the information receiverulbbe able to acknowledge the
‘original source’ of information and then to juddbe information’s accuracy
according to the credibility of the ‘original soetc For example, if the informant
says ‘the information originates from a high-lew¢hff of a listed company’, the
information would seem more reliable than if thteermant had said ‘the information
originates from another lay investor.” However, li@ality, acknowledging the
‘original source’ is not easy.

If the ‘original source’ is usually unknown, howrcthe information receiver
have confidence in the information and rely on few making a transaction? The
answer is the expected one: ‘they trust the infom8ut what is the foundation of
the trust between the information receivers andvigews? According to the
interviews, this kind of ‘trust’ mainly based on dwelements: the relationship
between the information receiver and provider, #rel ‘status’ of the information
provider.

Having a close relation with the informant woulitriease an information
receivers’ confidence in their informant’s advié&ople are inclined to think that
friends or relatives would not deliberately relégkie’ information to them, so people
tend to trust the information’s authenticity ifig provided by friends or relatives.
Similarly, the tendency of trusting relatives’ oriehds’ neixian exists among
Taiwanese lay investors. For example, Ms Qiu’s nmfant is her friend and Zhi-
Chun’s informant is her uncle. Informants and infation receivers are linked by
strong social ties.

The case of Mr Yan seems somewhat unusual, bedsgellowed Shan-
Zhu’s information to trade stock even though he kaalvn Shan-Zhu for just a short
while. However, Shan-Zhu is a mutual friend of thief Mr Yan's close friends.

Before they met in person, Mr Yan had heard ShamsZzhame mentioned many
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times over the years and knew that his three fadnasted him. Mr Yan naturally
extended his trust of his friends to that of ShéwrZThis kind of trust-extension is
not unusual. The extension of strong ties and thastbeen discussed (Granovetter
1973). An individual's close friend’s close friensl likely to be this individual’s
friend, because it would be helpful to maintain thedance of social interactions
between these people.

The ‘status’ of the informant also affects theommfiation receiver’s trust of the
informant. Shan-Zhu's professional qualificationserev another factor which
underpinned Mr Yan'’s trust in him. Shan-Zhu is ausities analyst with a master’s
degree in finance from a top university. To Mr Yamhind, it was reasonable to
believe that Shan-Zhu could provide him with cotredormation, because Shan-
Zhu works in the securities industry and therefprebably hasguanxi (social
connection) withdahuand managers of listed companies and camegeian from
them.

Ms Zeng's informant is another example. In Ms Afisnnterview, she insists
that she always chose stock based on her own juslgesind had not followed other
people’sneixian However, she also admits that she had benefited information

provided by her son’'ganba(iZ#, roughly equivalent to a ‘godfather’ in Western

countries). At that time, her songanbawas working in the Ministry of Finance.
The ganba seems a typicaheixian provider, having a close relation with the
information receiver and working in a related ‘isthy’.

Besides professional links, the ‘status’ of an infant could be based on their
‘social position’ in the market, for example, thg@iosition as adahu®® Mrs Kuo
experienced what is usually regarded as the ‘ddrkiese in the Taiwan stock
market’'s history, the incident of ‘the proposal restoring capital gain tax from
securities trading’. In September 1988, FinanciainiMer Kuo, Wan-Rong

announced that the government would restore cagstials tax for securities trading

% Dahu (big players/‘big’ individual investors) tend tovea higher status among lay investors. The
original reason probably is that they control a éni@mount of trading capital (more than most
individual investors), which is the literary meagiof dahu However, there are other factors which
perhaps facilitatelahu to occupy a higher social position in the markstst, dahu usually access
information more rapidly than other individual isters (Wu 2005). Secondly, in China’s stock
markets,dahuare usually believed to have better trading skilertz 1998). In interviews, some lay
investors sometimes usdahu’ to refer institutional investors as well, probablgcause institutional
investors have met the criteriaddhuin aspects of capital, information and skills.
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in the following year. After the announcement, ghaices in Taiwan’s stock market
continued to fall for 19 days and thousands of stwes demonstrated against this
new ruling. Finally, the government was forced tithdraw the plan. Hours before

the announcement, Mrs Kuo got a call in the middlghe trading hours:

A daka[Amj, an important person, meanimdphd in this context] told

me, ‘run out [and sell] half [of the shares] fir@omething’'s already
[happened].’ [I thought] can any important incidéwippen? [The worst
incident was when] the US severed the diplomat&tions with R.O.C.
[Taiwan], but [the relations] had been severed 18v9]. Can it [the
relations between the US and Taiwan] be [brokenagdin? ... [It is
definitely] impossible. [However,] | said ‘ok, okk, [on the phone]. |

immediately went to clear [sell shares] at thaietim

According to the conversation, even the informaimigelf was not sure how the
market would react after the policy announcementhat time, Mrs Kuo had no idea
of the reason, the context and the ‘original scunt¢he information. However, she
still followed the advice to make a crucial deamsiselling half of her holding shares
immediately without concern for the price. Her trirsthis person, a familiadahy
overcame any suspicion in her mind.

Preda (2009b) argues that ‘charismatic trusthes foundation of the type of
market which is constituted of status groups, &edcredibility of the information is
determined by the informer’s status in the markeicsure. On the other hand, in the
network-structural market, relational trust, highbased on ‘knowledge of the
person’, supports the reliability of the informatioln this case, the credibility of
neixianis determined by both the ‘status’ and ‘familigriof the informant. Social

status has its influence on the informational nekwo

2.5.4 The uncertainty ofeixian

Before a transaction, the intimacy with and statisthe informant are the

‘credentials’ (or probably the only available infwaition) for the information receiver
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to evaluate the information’s credibility. After limwing the same informant’s
neixiantrading advice several times, the information’suaacy would be the third
criterion to evaluate the reliability of the infoamt’s information. In Wu’s study of
Taiwan’s stock market (2005: 84), he mentions sdateuusing money to ‘test’ the
reliability of each informant. To ‘test’ means twlléw all neixianto trade and then
to figure out which informants are more reliableielxo the limit of capital, it is not
feasible for most lay investors to testradixianwhich they have received.
Indeed,neixian always remains to some extent uncertain. Evernrrimdtion
from a long-term reliable informant can be wrongstimes. In the case of Mr Yan,
the neixianprovided by Shan-Zhu (a trusted informant), haenbgerfectly accurate
in the first few months until it turned wrong. Iremgeral, the majority of the
interviewees agreaeixian could be very useful for them to do stock tradibgt
many of them also are cautious aboaixian Inaccurateneixian sometimes would
incur a huge loss for the information follower. Fotample, both Mrs Kuo and Ms
Zeng mention some of their friends were ‘trippedinghe market due to inaccurate
neixian A number of other interviewees also tell me thaty have heard this type of
story from their social ties. Overall, the struetwf all these stories is quite similar.
The common theme that they share is that ‘the mémt only calls the follower to
hop on the bus, but the informant never remindsféiewer when to hopoff the
bus.” Based on the interviewing data, here | attetopelate a typical unsuccessful

neixiantrading story.

Lay investorA got neixianfrom friend B, who said, ‘FriendC reveals
neixian to me that some ‘powerful market participaitsire going to
corner XXX. It's a great time to purchase sharesXiX.” After A
purchased some, the share price rose for seveys) dat then, the price
started to dip a little A thought the slight fall was temporary and
continued to hold their shares. A few days latekyéver, the share price
sharply dropped, and continued to do Aowas aware that the situation
seemed problematic and call&right away. It would be then tha#t
might find B had already sold his shares but did not inférpor thatB

%" Several different powerful market participants mrentioned in the interviewdahubeing one of
the typical figures.
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was trapped in the market as well. No matter wkitlnation,A had been

‘tripped up’.

Sometimes, whemeixian becomes ‘faulty’, it does mean that the informant
attempted to ‘cheat’ the receiver, or intentionded ‘incomplete’ information to

the receiver. A familiawaiwei (4#&, a member of a ‘corner’ group; see below)

even told Mrs Kuo about some details of corner &s/amich he and others had done
together. Thewaiwei confessed that not every corner was successful ethoes,
even when they had thrown in a huge amount of mtmesise the share prices, they
still could not reverse the market’'s dropping trefidey called this ‘the power of the
market’. One failed case led to tmaiweilosing a tremendous amount of wealth,
much higher than what he had earned by corner.

For lay investors, to trace powerful market papieits’ corners could be a
trading strategy. Mr Liu has constructed for hirhgeltypical mental model of a
market corner. In general, the model is mainly consistent withsMKuo’s story.
Using the relevant information from Mrs Kuo and Mu, a rough picture oforner
in Taiwan'’s stock market is introduced here.

Usually a joint group of powerful market partiays choose a small company
as the ‘target’, and would incorporate with the pamy’s main shareholder. A small
company does not have many shares in the publikenand is easier for the corner
group to manipulate the price. Members of a typicather group includegzhuli (&=
77, head) who conducts tlverner, thewaiwei (¥M&|, outsider) who provides capital
to the zhuli, gongsi (/2 =], company) who is the company’s main shareholder an
provide the shares to ti#huli. They often successfully manipulate the company’s
share prices when the market remains ‘stable’. Hewef the market trend changes,
the ‘artificial’ price can be broken easily, whiamy explain Mr Yan's experience,
that is, why theneixianbecame inaccurate when the market trend reversed.

Due to the unpredictability oforner, some lay investors still hesitate to
follow this kind ofneixianto do trading, even if theeixianis provided by a reliable
informant. For example, Shu-Ling relates ttener incident of the Tang-Feng (a

listed company).

70



[When] a person told us [theeixianabout Tang-Feng], [the share price]
was over 90 dollars [per share] at that time. Weif&in and her mother]
said, ‘This stock [company] does not earn much mgorj# is too
unreasonable to] be over 90 dollars, [becausenit} earned one to two
dollars [last year EPS].’ [Then] it grew to over®@ollars ‘to show you’
[to surprise you]. Later, it was warned [by thewan Stock Exchange].
Later, the transaction [in Tang-Feng shares] wapesuded.

The price of Tang-Feng quickly increased, from 39ddllars per share to 238.50
dollars in two months. The regulator noticed thenamal share price rise and
investigated. In the end, a manipulatahyli), a capital providerwaiwel) and the
director and several managers of Tang-Fgumgs) were prosecuted. Some of them
had admitted the increase of Tang-Feng’s share pnidwo months was actually
manipulated by them by making fake transactions r@vealing false information
(CAN News 10/02/201%). This was a recently disclosedrner event in Taiwan’s

stock market.

2.5.5 Unprovability oheixian

In many Taiwanese lay investors’ understanding, dategory of Xiaoxi includes
not only valuable feixian xiaoXi (insider information) but also other ‘valueless’
information. Generally, information can be consatkfvalueless’ for many reasons,
for example, it might be out of date. Regardumgoxi in the stock market, the credit
of the informant would mainly decide the ‘value’tbe information. The information

provided by an ‘unreliable’ informant is usuallylled ‘malu xiaoxi (FF&IH &,
‘road information’), xiaodao xiaoXi (/N3 F &, ‘path information’) or taishichang
xiaoxi (G5 M E., food market information’) in Taiwan. These arejgrative
terms which literally mean the information is galrfeom a person met on a road, on

a path, or in a food market. According to the wignees, this type of information is

38 H

Available at:
<http://tw.news.yahoo.com/%E6%B6%89%E 7%82%92% E8%/RPUE 7%8D%B2%E5%88%A9-
%E5%8F%A4%E8%91%A3%ES5%BC%B5%ES5%88%A49%E5%B9%B4-13587.html>
(accessed on 16 July 2012).
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almost equal to rumour and is clearly distinguishiern neixian xiaoxi Casual
acquaintances, such as some acquaintances knolmkarage offices, are a main
source of this sort of information. Unreliable infeation seems to flood through lay
investors’ social networks. Lay investors mustrirtiemselves to ‘automatically’
filter out these types ofiaoxi and not give them serious consideration.

However, when the ‘original source’ of the infotma is unknown, the
distinction between ‘reliable’ and ‘unreliableéixianis always tricky and subjective.
Someneixianis easy to prove, for example, leaked governmdntigre policies or
companies’ unpublished financial reports. After tb#icial announcement is
released, the information receivers can confirm‘dlceuracy’ of theneixian On the
other hand, the ‘accuracy’ of some typesnaixian is difficult to confirm. For
example, the information is about a stock has hdese as the target obrner.
With the exception of a few cases which have besestigated by the regulator,
such as the case of Tang-Feng, most informationtadooners cannot be confirmed.
Except members of the corner group, the publici{sag lay investors, journalists
and securities analysts) only can ‘guess’ at ptssibanipulation by abnormal
changes of share prices.

However, even if the information abardrnersis ‘true’, it may be ‘incorrect’.
Somecorner groups may attempt to raise share prices, but takyand thus the
information looks like a ‘false’ information due tihe fall of share prices. By
contrast, even if the information is not ‘true’ (ape is intentionally raising the share
price in reality), the information may look ‘cortédue to the rise of the share price.
In the market, many reasons besides intentionaipukation can make share prices
rise. When the ‘original source’ of the informatimnunknown, it is always difficult
to prove the performance of this share price ilyrélae result of a ‘secretorner or
not>*

To disperse ‘inaccuracyiaoxi would damage the ‘insiders’ influence in the
market. However, the vague, fuzzy and imprecisereabf some of tha@eixianis
conjectured to open the space for the reliabledersi to justify the inconsistency
between the market trend and the information. Assalt, theneixian informants

would be allowed to sustain their reputation ante their positions within the

%9 Some individual investors, for example, Mr Liugich they are able to tell whether the share price
is manipulated bgahuor not by some technical analysis indices.
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hierarchy. The unprovability of theeixian may ironically encourage some of the
insiders to actively offeneixian

Similarly, the ‘unprovable’ market information ddube tricky for research.
For example, Hertz (1998:174-87) discusses carner’ from the Chinese
government in the Shanghai stock market. She cl#mms<Chinese government was
willing to raise the share-prices index level by ame of secret interventions.
However, in the end, the government failed duehto dverwhelming power of the
market. The argument probably is based on the wwmdfinformation which was
widely circulated among lay investors at that tifibe trick is that it is difficult to
prove that the fluctuating share-prices index lewehat time was ‘really’ a result of
the government’s price-manipulation. If it was eciet’ manipulation, how could the
public confirm with certainty the fact that manigtibn had occurred? From some
aspects, this kind of information is similar to threasonable interpretation’ of

change in share prices.

2.5.6 Trading suggestions and recommendations

Besidesxiaoxi, trading suggestions and recommendations of stgcksyi and
tuijian) are another type of information which is widelycalated amongst lay
investors’ social networks. Taiwanese lay investars used to gaining trading
advice from family members, friends and acquairganbecause many of them are
also lay investors and have their own trading eerpee. Unlike xiaoxi, the
suggestions stem from these ‘non-professional adsisunderstandings of the
market. The understanding is usually based on, @ay,adviser's market analysis,
and then comments provided by other people (sucteasrities analysts, brokers,
journalists, or the person’s friends, relativesaoguaintances), or a combination of
all of these. When lay investors evaluate thesegestgpns’ credibility, a close
relationship between the advisers and themselvastisrucial. It is the ‘expertise’ of
the non-professional advisers that is the priorfpr example, Ou-Yang often
follows her postgraduate-school classmate’s suggestwhen trading stock and
hence makes profit. ‘I think he probably knows [tharket] better,” she says, ‘he

probably has much more knowledge of industrieserattan 1.’
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However, a lay investor may receive an overabucelarf trading suggestions
through their social network, but the trading swsgigms — very similar tamalu
xiaoxi, xiaodao xiaoxiandcaishichang xiaox+ provided by unreliable advisers are
usually filtered out ‘automatically’ by the listemé&-or example, Mr Yang admits that

he is used to ignoring most friends’ suggestions:

Some friends are not really reliable. Probably they not experts [in
stock trading]. [They] make [the suggestions] ‘urmesly’ [casually]
and [l] listen [them] ‘unseriously’. [My investmenmtill] go to pot [if I]
‘jump in’ (follow their suggestions). [I know] mameople['s investment

went to pot due to] this reason.

Only two friends’ suggestions are considered by Ying: ‘They also graduated
from university [as Mr. Yang], [they studied in {h@epartment of finance, [their]
levels are higher.’

Suggestions from friends, relatives, or acquairganwho have different
‘principles’ of stock trading — that is, trading del/strategies, and preferences for
certain types of stocks — tend to be filtered quthe listeners as well. Each investor
has their own ‘principle’ of stock trading, for erple, some investors tend to trade
in stocks with volatile price changes and they dmiyd the stocks overnight. The
trading suggestion is ‘meaningless’ for a persow vghused to trading according to a

different principle. Ms Hong explains the reason:

Everyone’s principle is different. Everyone prefelifferent [types of]

stocks. When he [the adviser] makes his [comments], [Ms Hong

refers to herself] just listen ‘unseriously’ [calyla Because you are not
familiar with [the adviser's recommended stocksjuywvould not really
‘do it’ [buy the stocks].

Trading suggestions and lists of ‘recommended’ks@re not provided only by lay

investors’ social ties. Nowadays, this type of mifation is almost available

everywhere in Taiwan’s stock market. Financial cames, television programmes,
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websites, newspapers and magazines frequently eipleir lists of recommended

stocks, which are provided by professional seasiéinalysts. The suggestions from
these analysts are regarded as more ‘professithaal’those from other lay investors.
Most interviewees agree that suggestions from disemelatives and acquaintances
are not expected to be as professional as those $exurities analysts, but they
usually still give the former some attention. ‘[Wha friend] makes [suggestions]
certainly,” Shu-Ling says, ‘we [Shu-Ling and hertimer] feel [that we] should “look

at” [the stocks].” By ‘look at’, Shu-Ling means shpends some time analysing the

companies and the share prices. Mr Zhang desdribggactice in this situation:

| sometimes pay a little attention to other peapléxiaoxi [means
‘suggestions’ here]. Then [l would] think whethet] fis really worth it to
invest (buy). [I would] see [check] the historicidta [of the company] and
how the fundamental dimension is [what conditidres¢company is in].

In his interview, Mr Chen also indicates a simpattern. After hearing a suggestion
from friends and relatives, he would use his tecdinanalysis skills to ‘trace’ the

changes in the suggested company’s share pridailwan’s stock market, there are
over a thousand listed companies. It is nearly ssfe for a lay investor to analyse
all these companies and then find out the promaling targets. For these people,
recommendations from friends, relatives and acqaages act like a ‘preliminary’

selection of stocks from the ‘pool’. Indeed, maay Investors tell me that they are
used to carry out the same ‘examination’ on staek®mmended by professional

securities analysts as well.

2.5.7 Brokers

The role of the broker is very special in Taiwan&seinvestors’ social relations.
The ‘social distance’ between brokers and individngestors can be as close as that
of friends, or as far as unfamiliar acquaintan®&ekers are the staff in brokerage
companies who handle opening accounts and placatng orders for investors.

From a business perspective, the relation betweskels and investors is similar to
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that between sellers and clients. A broker ‘autacally’ enters an individual
investor’'s social network when that person begmsrade stock. Whether close to
their clients or not, it is necessary for brokessnaintain at least a ‘reasonable’
relation with them. Otherwise the brokers may lmmissed by their clients one day
(see Chapter 5).

Brokers’ main source of income from share tradegs. Theoretically, they
have the incentive to giveriaoxi and suggestions to lay investors in order to
encourage them to trade stock more frequentlyahtiqular, brokers are professional
practitioners of the securities industry, and tlame usually expected to be more
professional than their clients’ lay-investor frsnor relatives. Particularly, the
production ofxiaoxi (including neixian) also suits the interest of the brokerage
industry.

It is illegal for brokers without securities andlygualifications to provide
trading information to clients. Securities analystgome is generally higher than
that of brokers in Taiwan, so few people with gigdtions are willing to act solely
as a broker. However, according to the interviewhwiMrs Kuo, brokers were
accustomed to providingiaoxi and suggestions to clients in the past. After mtark
regulation became more stringent, the situation dygsarently changed, but the
practice is not entirely extinct. Nowadays, somekbrs still occasionally provide
their clients something resembling trading suggesti The interaction between Ms.

Lin and her broker is an example.

[I have been] friends with our broker ... They [hg]niot irresponsible to
give [me] xiaoxi. [He] does not tell you what to do. However, ifyym
trading] decision deviates from the market [treaddt, he would analyse
[explain the situation] to you. [He] tells you thgeneral situation [of the
market].

This is also why Zhi-Chun prefers to place tradarders by telephone rather than
via the Internet. She once received a ‘warningrfrioer broker over the phone when
her order seemed obviously to be going againsiiéet trend. Due to the warning,

she did not make a ‘bad’ trading decision.
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However, not all brokers’ suggestions are welcolme.Qiu is annoyed with
her broker, who often tells her someixian However, she always ignores Riaoxi
and suggestions. ‘First, [the information is] not@rate,” she complains, ‘secondly, |
don'’t like his attitude.” She implies that she wpllobably change her broker in the
future. Some lay investors, such as Mr Chang, yairgeract with their brokers,
because they do not like their trading decisionddanfluenced by their brokers’

opinions.

2.5.8 Information and actively trading

Overall, these three different types of market nmfation — news and general
information, neixian xiaoxi, and trading suggestions — are often received by
Taiwanese lay investors from social relations — ifianmembers, friends, and
acquaintances. Furthermore, the majority of thes@bkties (information providers)
are lay investors as well. Regardless ofghality of the information (whether useful
or worthless), theamountof information circulated in lay investors’ sociatworks
is apparently huge.

An important impact of the flood of information fably is to boost the
trading frequency of lay investors and also offerh a motivation (or ‘a confidence’)
to continue to trade in a disadvantage environmémtgeneral, lay investors
underpeform large institutional investors in Taivgastock market, and most of lay
investors seemingly clearly acknowledge the ovemmhmy power of institutional
investors (see Chapter 1 and Chapter 4). Howelvey, are still inclined to enter the
market and trade actively.

According to Barber, Lee, Liu and Odean’s (200Q&0study, this paradox is
partially accounted for by the combination of psyldgical biases: overconfidence
and sensation seeking. They argue the high lev@/@fconfidence in Taiwan, which
is estimated to nearly double to the same measuteméhe US, contribute to much
of excessive trading of lay investors in Taiwane(dnnual turnover rates for the
group of lay investors are estimated between 308&06630% from 1995 to 1990).
The answer is helpful to understand the activerdsisy investors but still not
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sufficient, because they do not explain that whigddtors may facilitate lay investors
in Taiwan to continuously sustain overconfidenca higher level.

The market information, which is intensively fed lay investors’ social ties, is
expected to play a role here. Theixian which is offered by reliable insiders, is
probable to give lay traders the impression thal thave market advantage. The
xiaoxi and suggestions, which is frequently talked initayestors’ everyday social
interactions, are probable to give lay investors tmpression that they have
knowledge of the market, industries and companibs. confidence of lay investors
in Taiwan is probable to be spurred by this largeoant of information, and lay
investors’ social networks are the structure ofrttezhanism.

Furthermore, a tendency of keeping silence ovese®snight strengthen the
confidence. Although lay investors are used to eshibeir trading experience with
and give market information to their friends, reles and acquaintances, many of
them tend to avoid talking about their personaséssstraightforwardly. As will be
seen in Section 6.4, to ‘save face’ in front ofseldies is a main concern. When the
information about losses is only occasionally dated in lay investors’ social

networks, the difficulties of making profits by diag might be underestimated.

2.6 Stock trading as ‘social activity’

Among Taiwanese lay investors, transmission of miamkformation is rarely ‘one
way’ only. Ostensibly, talk about stock trading ween lay investors is a kind of
‘information exchange’. However, for the participgrthey may not expect to either
hear or provide any useful market information; tbem, joining this kind of
discussion is not only to participate in informatiexchange but also a ‘social
activity. In other words, ‘maintaining social retats’ is a reason to have this kind of
talking.

Furthermore, due to engaging in the same ‘soci@ligy’ (stock trading), two
unacquainted individual investors possibly have ntbua common topic for
discussion and then become familiar with each otaed build their social
connections. In addition, in stock trading discossithe topics are selected

depending on the relation. Having a close relatmerach other does not mean they
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will have an intimate conversation. For exampletirmes, some lay investors will
deliberately avoid some ‘sensitive’ topics whenythalk about stock trading with
their family members, as opposed to discussions frignds.

2.6.1 Maintenance of social relations

As mentioned above, the number of individual ingestn Taiwanese society is very

impressive. Ms Hong, one of the interviewees, tisesermquanmin yundon@: k<
###f;, a movement for all people) to describe stockitigid popularity in Taiwan.

She thinks it is necessary to know how the stockketavorks, and to be able to talk
about it. ‘Otherwise’, she says, ‘you cannot taket in other people’s discussions.’
Indeed, stock trading seems to be one of the nayshmn discussion topics among
those Taiwanese who participate in the stock markkt Yan says, ‘Everyone
[around me] likes to chat about [stock trading].e Hias an explanation for the
popularity of this discussion topic among his fdenand relatives: he thinks the
average income of Taiwanese ‘salarymen’ (whiteatoWorkers) is too low and
many of them are looking for an alternative wayatocumulate wealth. Stock trading
is one way to do that, so it is a popular topicdimcussion.

Even if people usually have their own principles stock trading, talking
about trading and exchanging ideas seem to be compnactice for many lay
investors. For example, Mr He often discusses tbheksmarket with friends who

have different ideas about trading:

Everyone has different opinions of [stock] ‘investmti [trading]. Having
a talk [is still not bad]. For example, other peoplay have ideas which |
had never thought of before. [Such as] thiaoxi which they pay
attention to or some dimension ... | might neglethesi Those [ideas]

could be [used as] the basis of comparison.
Due to the large number of individual investor§ awan, it may happen quite often

that a lay investor encounters an old friend arel thnd out that they each are

involved in stock trading. Mr Zhan’s experienceais example. He encountered a
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college friend at the architect’s qualification exaation and by chance realized that
both of them were doing stock trading. His frienatigedly told him a lot about his
own ‘theory’ of stock trading. Since they've reasished contact, they sometimes
exchange ideas about the market.

Talking about the stock market with friends anthtrees tends to be very

casual and relaxed. Ou-Yong uses the wagrdpomama ( 28 Z 4% 4%) as the

metaphor to describe the feeling of discussingkstaading with friends and relatives.
Popo literally means ‘the mother of one’s husbaffdivhile mamaliterally means
‘mother’. Popomamausually means to be ‘fussy’ or ‘emotional’, andries a
stereotypically female association. In this cont@d-Yong means that stock trading

discussion amongst family and friends is equivalerivomen’s gossip’:

You can do some research [about the market andabadkt it]; or to [tell]

some xiaodao xiaoxi That feeling is really similar to everyone [in]
popomama Everyone tells you aniingpal** ['a recommended stock’ or
stock tip] today. Then, everyone exchanges infammatind maintains

relations.

Providing market information can also be a wayexpress friends’ care for each
other. When some of Ms Huang's schoolfriends, whe experienced individual
investors, found out she had just started stocHirtga they worried about her
performance, because she was a newcomer. Theysafterher emails about market
information. Although Ms Huang does not think thdormation has ever been
helpful, the emails represent her friends’ carehfen.

In some investors’ families, talking about stockding can be a regular social
activity between family members and relatives. Example, Zhi-Chun talks about

market information with her grandmother, uncle amather when they have a meal

“%In Chinese, ‘the mother of one’s wife’ is callgdiemuior ‘zhangmuniang In English,popg
yuemuor zhangmuniangs called ‘mother in law’.

4 Mingpai (BHk#) cannot be literally translated into English. Tlhésm originates from lotteries.
Originally, to tell youmingpaimeans to tell you the exactly drawn numbers aftiedy in prior. The
information of the drawn numbers is surely profitamformation. In the sphere of Taiwan’s stock
market, it means to recommend you a stock and ybsuvely make profit by purchasing this stock.
The content omingpaisometimes is simple and only contains the titfesompanies.
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together, and they also often chat about tradingyilBN messages or phone. ‘When
we have time,‘ she says, ‘[we] form a discussiavugr[on the MSN].” She considers
discussing stock trading has become one of theites which facilitate frequent
contacts between the family members.

A number of studies have pointed out financial keaparticipants tend to
exchange market information when they encounteh edlser in the market (e.g.,
when they are making a transaction) and this tym®aoal interactions is thought to
facilitate the maintenance of social relations whare an element of the market
structure (e.g., Knorr Cetina and Bruegger 200202r2009b). In Taiwan, the stock
exchange itself is an anonymous market and then® idirect interaction between
trading partners in transactions. However, exchangtock market information has
become a regular form of social interaction in mkayypeople’s daily lives. Thus, it
is not only an example that social relations hetfividuals in their market activities,

but also that market activities enhance many idials’ social solidarity.

2.6.2 Extension of social relations

Participating in stock trading, or talking about with friends, relatives and

acquaintances is perhaps similar to joining a &oeictivity’ sometimes, and is

helpful in maintaining a lay investor’s existingcg relations, as well as extending
their social network. The situation occurs oftefbinokerage offices, according to the
interviews and observations. A brokerage officenie of the main ‘places’ where lay
investors who are strangers meet each &thehe ‘consumption of time of meeting
each other is a key factor for developing socielations between people
(Granovetter 1973, 1983). If people frequentlytvdsplace and stay there for a while
each time, it would not be unusual that some ddeleople begin to chat with other
people sitting nearby and become acquainted, edjyediecause they have a
common discussion topic: the stock market. Thush whe passage of time, it is

natural that some of these acquainted people betends.

“2n Taiwan, a brokerage office is a kind of the ldiment’ of the stock market. All trading orders
need to travel through the computer of each braeeraffice to the central computer of each
brokerage company, then to the Taiwan Stock Exahdinglly. A typical brokerage office in Taiwan
provides a hall with chairs, screens with real-timarket information and water or tea to individual
investors (See Chapter 5).
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Brokerage offices are a place where social coiorectamong lay investors
proliferate. Both Sheng-Ji and Mrs Kuo are lay sBtees who are accustomed to
trading stock in brokerage offices and both haientts whom they met in brokerage
offices. Sheng-Ji goes to a brokerage office evayyahere he has a reserved seat in
the VIP area, and where he usually stays untilniiaeket closes. Those individual
investors in the VIP area often have dinner an@rosiocial activities together. For
him, it is very natural for these people to berfds, because ‘[we] chat here [in the
brokerage office] everyday.’

Mrs Kuo also made many friends in the brokerageed and sometimes
received usefulkiaoxi from them. Nowadays, she does not do stock tradisg
frequently as in the past. However, she still ragulvisits the brokerage offices to
‘see friends there’. Some lay investors, like Shwgland her mother, no longer go to
brokerage offices for stock trading and they hasgt tontact with the acquaintances
they met there. However, as mentioned above, Shg-land her mother still
remember some of the lay investors they knew inkttekerage offices who had
taught them basic stock trading skills, which weedpful for them at that time. The
social interactions among lay investors and betwlagninvestors and brokers in
brokerage offices are worth exploring and are dised further in Chapter 5.

Brokerage offices are a ‘physical’ space whereiasaelations among lay
investors would flourish. By contrast, online stackding forums are a ‘virtual’
space, where some individual investors communicatie each other and develop
friendships in the proce$3Mr Liu is an example. As mentioned above, oneisf h
cyber-friends teaches him some advanced skillsétecting proper trading targets
by means of online messaging. In addition, eighhisffriends who met each other
on an online futures-trading forum have formed scaksion group. One of them,
who studied finance and psychology, is the growp&anizer. They have a regular
‘physical’ meeting every month. In the monthly meegf they discuss each other’s
feelings about trading stock and futures, and pésstrategies to avoid emotional
biases when trading. The group members’ backgroaralgiverse. Their ages range

from the 20s to 40s, and their occupations includéudent, a lecturer, a homemaker

3 Online internet forums are also argued to be apomant ‘place’ for professional market
participants of electronic anonymous financial neéskto have social interactions and exchange
information (Preda 2012)
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and others. In the ‘real’ world, lay investors fraiverse backgrounds have less
opportunities to get to know each other. Howevaterhet forums overcome the
‘real’ world obstacles and facilitate people fronffetent social backgrounds in

constructing social relations through their comnmiarest: stock trading.

2.6.3 Threats to social relations

In studies of social networks and social captta, job market is usually one of the
main areas to be scrutinized. Information about jdie market (i.e., information
about available positions) transmitted through qeas social ties is always useful
for the information receiver and is thought to sgien the social relations between
the informer and the receiver (Lin 2001; Granove@05). However, this may be
not the case in financial markets, because sometimeong’ information would
bring about a huge loss for the information receiae mentioned in Section 5. As a
result, the social relations perhaps are not umadleepol but are instead undermined,
due to information transmission. Similarly, Pre@@Q9b) also argues that financial
experts’ charisma would be damaged when they ginengvmarket advice and it
would undermine their status in the group (the m@8rklhus, although stock trading
is a common discussion topic for Taiwanese laystws and all of the interviewees
are used to talking about trading with friends)eajues, relatives, or acquaintances,
they tend to be somewhat cautious in their talk.

Some lay investors are used to take asipasstance toward this topic. Both
Ms Liu and Ms Wu admit that their stock trading fpemances are not good. They
believe their poor performances suggest insufficenck trading skills. Both of
them worry that they cannot provide any useful imfation to their friends, so they
usually avoid ‘actively’ opening a discussion abstatck trading. Ms Liu thinks the
situation is like school students doing their horagwtogether:

We [the people like me] cannot provide any opinio®@ur

performance/mark [in the stock market] is not good.
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How could a bad student teach other students hodottnomework?’ However,
when other people ‘actively’ begin on this topiothp of them would take part in the
discussion.

Some lay investors tend to avoid talking explcabout their ideas regarding
the market, or trading suggestions and names ohreended stocks to people when

they first meet them. For example, Mr. He says:

f he [the person] followed my opinion to purchasiee[stock] and then
lost money, [the situation] would be awkward whea nveet next time.
Even if | hadn’t told him to purchase [the stodké might have another
attitude the next time he sees you. If you are liamwith me], [it] may

be fine [i.e., may be not so awkward in the sarheatbn].

For similar reasons, Ms Zeng presently avoids rewgaher opinions when
discussing the stock market:

| rarely speak out what | think [about the markkt]id it before. | always
sincerely thought the stocks were good [and recomdee them to other
people]. However, what | said was wrong. Then lugid that these
people would not have done [the trading if | hatlsad it]. Due to what
you [I] said, it made other people’s loss. Somewhé&tlt guilty [about

that].

‘Worrying that friends might think they are to bie if a stock tip fails’ is probably
the main reason why some lay investors are entbtisieo provide general market
information to friends but hesitate to mention moeending specific stocks. For
example, Yi-Hong's classmate asked Yi-Hong to tehch stock trading. Before

beginning to teach him, Yi-Hong told his classmate:
I would like to tell you the basic knowledge [ofosk trading. For

example,] ‘what is stock?’ ‘Why does [the priceao$hare] grow or fall?’

However, | would not tell you which stock [you sldjupurchase. If
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what | say caused you to lose money, should yomd®lae? [I| would be]

disappointed if [you] blamed me.

Mrs Kuo has similar concerns. She is used to tglkinout stock trading with friends,
relatives and acquaintances, but she does notdikell other people which stocks

she has recently purchased:

[For example,] I tell him which stocks | boughtilien he followed me to
buy [the stocks] and was ‘trapped’ up [in the m#tké would feel
anxious. | had been trapped up ... and had to wdroytayou as well ...
If [the person] made profits, he would say ‘Mrs Kgpeat! Great!” ... If

the situation was bad, he would feel angry with jroe].

Although people have different concerns when disitg stock trading, the focus of
their caution is similar. Many lay investors areaad they may provide incorrect
trading suggestions, lists of recommended stoaksiaoxi. If their friends, relatives
or acquaintances follow their advice for tradingcktand subsequently lose money,

it may damage the existing or future social refsibetween them.

2.6.4 Safety and face

In stock trading discussion, some individual ingestend to avoid revealing private
information. With the exception of family membersidaclose friends, some
Taiwanese lay investors usually avoid mentioningpitke about how much their
trading capital is worth, or profits from, and antees of, trading. For the investors,
their stock trading money is usually the main mortof their personal savings, so
they don’t want other people ‘guesstimating’ theralth by knowing how much

trading capital they possess. For example, exceptclose friends and family
members, Cong-Ying has not revealed details ofstosk trading to his ‘normal’

friends, because he believes in a traditional sayimealth should not be flaunted.’
To avoid unnecessary trouble is a possible readon seme lay investors don’t
reveal that they usually make profits in the stockket.
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However, on the other hand, other lay investonrstdeant others to know if
theylose money in the stock market. My interviews contaame evidence that the
main reason is that they are worried they will Idaee’ in front of friends, relatives
and acquaintances. Some Taiwanese individual iorsegend to view the stock
market as a game and each individual investorpgkger in this game (see Chapter
3). Therefore, the performance of stock tradingliespthe level of each player’s
intelligence and capability. If you lose money imetstock market, in some lay
investors’ mind, the implication is that you aréoger’ or an ‘inferior’ person.

For example, A-Liang admitted in his interview theg lost a huge amount,
around NT$60 million (around US$2.4 million), inethstock market, but he
emphasizes that most of his investor friends waudder reveal their losses to
unfamiliar people, because they care about thage'f However, due to oguanxi
(he is a family friend) he was willing to talk alichis loss openly. Mrs Kuo also
knows that some of her friends have lost a lot ohay in the stock market, but they
still ‘pretend’ that their trading performances ag®mod in front of distant

acquaintances. Mrs Kuo thinks these friends ‘Idaeé” more than other things’.

2.6.5 ‘Close’ might be ‘far’

Family members are supposed to be very close indaividual. Surprisingly, some
Taiwanese lay investors are likely to talk abowickttrading with friends, distant
relatives and acquaintances, but seldom talk abmak trading at home. Around
one-third of the interviewees refrain from discagsistock trading with family
members, although all the interviewees do so witnéls, colleagues, or classmates.
Indeed, most of these interviewees’ family memlageslay investors, and they and
their family members know that each other is trgdstock. In this type of
environment, it could be surmised that stock trgdiould be a topic for discussion
at home. However, the reality is that it is notgkmneral, two different concerns are
linked to this phenomenon.

The first reason for people’s reluctance to discstock trading within the
family circle may be to avoid a family quarrel.dome cases, lay investors and their

family members may have completely different pqhes of stock trading and they
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apparently disagree with each other’s. Unlike fieor other distant relatives, family
members are more likely to directly argue with eatier when their ideas differ.
Furthermore, compared to ‘outsiders’, family mensb&metimes tend to think they
have a ‘right’ to ‘intervene’ in other members’ dgons and ‘instruct’ them in what
should be done. Due to intensive, frequent andneti interactions, disagreement
and irritating ‘instruction’ sometimes developsarfamily quarrels. Mr Yang is an
example. As mentioned above, he is used to takeuseconsideration of some
‘reliable’ friends’ trading suggestions and opirspnvhile casually discussing stock
trading with other friends. However, he tends toidvalking about stock trading

with his family members:

[1] don't talk [about stock trading] at home. [Owpinions are different
and will become a quarrel. Because ... [our] undadstegs [of the
market] are different. | only use my own money ftade stock]. [I] do
not dare to use [my] wife’s [or] other [family meeis’] money ...[If |
use their money to trade stock and] make a prefieryone will be
happy ... [but if I] lose money ... [I] don’t talk abbstock [trading] with
[my] child either. He thinks he know [stock tradjrdmetter than me. Your
generation knows [how to use a] computer, [butph’d [However,] to
know [how to use a] computer does not ensure ftbatwill] win [in the

stock market].

Sheng-Ji and his wife are another example. Botthef are individual investors,
but they have different principles of stock tradiiitney do not discuss each other’s

trading strategies. Sheng-Ji says:

She buys some [stocks]. She buys her own. Shechised to listen [to
other people’s information] and follow. | don’t &kthat ... Following
other people’s [suggestions] means she does net ¢t@vfidence [in her
own judgement]. Listening to other people’s [advared] asking other
people which one [stock she] should buy means sies dhot have

confidence and [she] could not make money [by stcading].
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Shen-Ji apparently disagree his wife’s principlestock trading and thinks his own
strategies and performance of stock trading arebttan his wife’s, but he does not
want his opinion to become an ‘instruction’ and aiétquarrels between the couple.
For him, the best way to avoid a quarrel is to dvaiking about stock trading at
home.

The other reason for lay investors’ reluctancadiscuss trading within the
family home is related to secrecy regarding perseagings. In Taiwan, personal

savings which are unknown to other family membersalled sifanggian (.5 £%).

The idea ofsifanggianoriginates from the Taiwanese traditional idedahaf family
economy. Traditionally, a family was an economidt,uand each person’s savings
was considered to be part of the family’s wealtd ahould be used for the family’s
benefit. Therefore, many people were inclined towehsheir private and secret
savings of which other family members were unawdérether family members
discovered the secret saving's existence, they tmigimand that the savings be
handed over for the family’s use. In the past, esply, the husband controlled the
family’'s economic resources and budget, so the wiérlld havesifanggian for
herself. Nowadayssifanggianremains in some form in many Taiwanese families,
and both husbands and wives may haWanggian Thus, they probably withhold
from their partners the amount of theifangqgian because if their partners discover
their real wealth, and not what they have claimed, they may$ked to add more
money to the family funds.

For some lay investors, money for trading stock igart of theisifangqgian
Although it seems difficult for these people to jethe existence osifanggian
completely unknown to the family, they probably &g hard as possible to keep
secret the exact amount of theifanggian Thus, the best way to do this seems to
avoid discussing stock trading at home Ms. Qiumifa is an example. All her
family members know the others are trading stoci,they do not discuss this issue

at home:

My father plays a lot [throws a lot of money inteetstock market] ...

Indeed, he has never told [us] when every time lagsp... He has not
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discussed this kind of questions [stock tradingfhwne. Probably, he
does not want me or my mother to know the cash dwis money ...
Our family members seldom ask [each other abousituation of each
other’'s stock trading]..It seems that [each family member] does not

want another [family member] to know [the detaikloéir sifanggiar.

Ms Qiu’'s family doesn’'t seem to be an unusual cd®.Wu’'s family situation is

similar. Although both of Ms Wu’s parents are layestors and encouraged her to
trade stock when she had her first savings, hezntsrhave never discussed stock
trading with her. When people do discuss it, theyeror less have to reveal some
details about their money. Her parents appareatig nhot to reveal to her any details

about their savings, so they directly avoid ank &dout the stock market at home.

2.7 Summary

The relational embeddedness approach suggestsdndis’ economic activities are
meshed in their existing social relations, but fherspective is challenged by
electronic anonymous market systems and criticfeedts theoretical separation of
market and social spheres. This chapter aims tpornek to the challenge and
criticism by examining the relationship betweeniabelations and stock trading of
Taiwanese lay investors. Although the stock maiket fully electronic, anonymous
market with millions of participants, social tiestas an important channel for lay
investors to learn trading skills, collect tradiogpital and access information. The
information circulated in the social network incasdpublicly available information,
personal advice andeixian which is a particular type of informatioieixian is
usually unprovable and full of uncertainty, and th®rmation source tends to be
unknown. Foremost, many lay investors were intreduto the market by friends,
relatives, or family members who had already beaditig stock. As a result, stock
trading acts as a key element of lay investordydaicial interactions. Taking part in
stock trading is generally helpful in maintainingdaextending their social relations,
because stock trading has been become a commanféomiscussion and a popular

social activity. However, improper talk of tradingay damage social relations and

89



lay investors are conscious of this. In generalldy investors, social relations and
stock trading have become interlinked. Thereforke tcharacteristic social
phenomenon — the large-scale participation of legpbe in the stock market — is

conjectured to be encouraged by social relations.
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Chapter 3

Lay Market Actors

3.1 Introduction

Economic actors are a fundamental element of thd&ehan many schools of both
economics and sociology, the actors are equivatemtdividual human beings. The
contrast between the schools is to denote thereifteproperties of the economic
actor. For example, in neoclassical economics, etasktors are assumed to be
individuals who do rational actions in the markst€ Weintraub 1993). In the field
of behavioural economics, market actors are sugdesis individuals whose
decisions are somewhat driven by psychology (&ghneman and Tversky 1979).
For many economic sociologists, economic actorsharaan beings embedded in
social relations and therefore their market actemesenmeshed in the social network
(e.g., Granovetter 1985). Otherwise, economic actare also argued to be
interactive individuals whose actions are integtateexisting webs of meanings and
relations (e.g., Zelizer 2012).

Michel Callon’s study of the market does not cortgdie follow this line of
debate. Inspired by scientific and technologicald&s, he offers an alternative
approach for studying economic actors: to thinkuabehat are economic actors
made up of? For Callon, a market actor is not mpeaal individual human being or
an aggregation of individuals. A market actor ne¢olsbe equipped with the
capability of evaluating and exchanging in the megrkbecause evaluation and
exchange are the essence of the market's actiothoWi this capability, an
individual is unable to act as a market actor. Xplae the configurations of market
actors therefore becomes a key issue in Callorssudsion of the market (Callon
1998, 2005; Caliskan and Callon 2010).

For Callon, a market actor, that is, an entity wtie capability of calculating
and exchanging (which is also called an ‘individoadrket agency’), is ‘made up of
human bodies but also of prostheses, tools, equiprtechnical devices, algorithms,
etc.” (2005: 4). The notion of socio-techni@@encements introduced to describe
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the ‘arrangement of a market actor’. The notiomgéncemenis drawn from Gilles
Deleuze and Félix Guattari’'s work (1998), but Callapplies this notion to the
economic field in a specific way (Palmas 2007).

Callon elucidates the idea affencemerin an article with Koray Caliskaff:

The term agencementis a French word that has no exact English
counterpart. In French its meaning is very closéatcangement’ (or
‘assemblage’). It conveys the idea of a combinatiérheterogeneous
elements that have been adjusted to one anothérarBangements (as
well as assemblages) could imply a sort of divideMeen human agents,
those who do the arranging or assembling, and shthgt have been
arranged ... We therefore choose to use the Frenct agencement
instead of arrangement, to stress the fact thatcge and arrangements

are not separate. (Caliskan and Callon 2010: 9)

The concept ohgencemendlso suggests that the action, cognition and tation in
the market are distributed among human beings amdhoman elements. The
individual human agent (the conventional concepghefmarket actor) is only one of
the elements of the action, cognition and calooa(iCallon 2008: 33-7; also see
MacKenzie 2009: 16-9).

Although market actors are considered human-tecigyolnetworks (the
connected human agents and technology) rathersih@al connected individuals in
Callon’s theory, theagencementapproach does not necessarily conflict with
Granovetter's embeddedness. As shown in Chapteeven in an electronic
anonymous market, the market actors are still cocistd in the existing social
networks. The findings of this chapter will illuste the compatibility of these two
approaches.

A number of social studies of financial marketsénauggested that the market
actors in financial markets asgencementsComputers, communicative equipment,

market information, mathematical models, calcultmols, the layout of the trading

4 Donald MacKenzie (2009: 19-25) also deliberateffo@'s concept ofagencemenand points out
the double references of the term in French. Thenéh word could refer both the meaning of
‘assemblage’ and the meaning of ‘agency’ in English
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room and even the back-office in another counteypdtal for market practitioners to
trade in foreign currency markets, option markstsck markets, hedge funds and
arbitrage (Knorr Cetina and Bruegger 2002; MacKerazid Millo 2003; Beunza and
Stark 2004; MacKenzie and Hardie 2009; Preda 20i2he market agents (e.qg.,
traders) are taken off material, technical andusixtlevices, the arrangements are
disassembled and they would be deprived of thelsllyaof doing market action. In
other words, without assemblage, they would noaltle to engage in the markets,
and thus they would not be market actors anymore.

A common feature of these studies is the focushenprofessional market
actors, that is, professional market agents. Psafeal agents probably are the
dominant participants in most leading financial keds. Here, ‘professional’ means
that these market agents are those individualsamapecialists in financial trading,
who engage in market activities as their main maicupation (that is, they work in
the financial industry) and are usually, though aletays, members of professional
financial organizations. The similarities of theserket actors across different
financial markets seemingly have been accountednfdhese studies. A typical
professional market actor in financial markets wiobé the arrangement comprised
of a professional trader, a trading room, screegsal-time market information
systems and dealing mechanisms (e.g., Knorr CatideBruegger 2002; Beunza and
Stark 2004; Zaloom 2006; MacKenzie and Hardie 20®@&da 2012). This model
indicates a professional market participant asitheket agent equipped with a list of
sophisticated, specialist equipments for calcuhatim other words, these market
actors are arranged in professional environmeritas;Twhen the individual agent is
replaced by a lay investor and the configuratissemble in daily-life environments,
the arrangements are expected to differ in manyswaywo aspects of the
configurations are investigated in this study: dneerse and bricolage models of the
arrangements and the connotations of stock tradingy mark the characteristics of

lay market actors.

3.1.1 Diverse and bricolage models
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The variety ofagencement®f economic actors is proposed in the market spher
(Callon 2007). In particular, the configurationstieé market actors ‘in the wild’ (that
is, in non-professional environments) are assurodaetmore diverse and bricolage
occurs. Lay investors are less confined in an ismpigc financial organizational
field and usually are unable to afford sophistidatepecialist, well-designed and
often identical market devices (DiMaggio and PowEd83; Fligstein 2001). By
contrast, these characteristics are usually sHarqutofessional market practitioners
(e.g., MacKenzie and Millo 2003; MacKenzie 2005)ll@a et al. 2007). Without
strong organizational support, each lay investorosjectured to use their own at-
hand resources and devices to achieve the samagtat professionals: to calculate
and exchange in the market. The configurationapfnharket actors are expected to
be less identical and less ‘professional’, whichwisat the idea of ‘bricolage’
suggests heréBricolage’ is used as a metaphor for the diveagencementsf lay
market actors in everyday life environments; whastaphorical connotation in this
paper is different to the use in classic Lévi-H#m(1966) senée

However, at present, social studies of contempoaséday investors seem to
not fully support this assumption (e.g., Mayall 80Preda 2008; Roscoe and
Howorth 2008; Roscoe 2013). For example, Roscdeadys(2013) gives a detailed
description of theagencementsf UK lay investors. According to his findings,eth
agencementare principally organized by securities servicepanies and therefore
the models are similar: screens with online traditigrfaces which are inscribed by
the companie® This model seems also common in the configuratifrigy stock
investors in Australia and the US (Mayall 2006;d&008c). The convergence of

theseagencementperhaps is because, at least apparently in theHgSenascences

“>‘Bricolage’ in everyday French means to ‘do-it-yself’ or ‘makeshift jobs’. Originally, the notion
‘bricolage’ was introduced by Claude Lévi-Strauk866) into social sciences. This term was taken as
a metaphor in his work to contrast the thought p@ieeers with the myth-making bricoleur.
Following Lévi-Strauss, Raghu Garud and Peter Karf2903) use the term to indicate the different
paths of technology entrepreneurship; Ismail Erteirlal. (2013) use the metaphor to highlight the
innovation of financial products by financial eiteHowever, Lévi-Strauss’s bricolagethe contrast
between experts/ scientists/ engineers and nondsp®n-scientists/ non-engineerds criticised by
Barry Barner. Following Barner, Donald MacKenz2®@3; with Pardo-Guerra 2013) uses bricolage
to describe the way that innovators use piecesuubbfire in new ways to perform new tasks, and to
illuminate the histories of innovations in finaraiaarkets.

““To some extent of diversity of trgencementsf the lay investors still remains. Roscoe (2013)
indicates the lay investors would select a listt@dls provided by different investment service
companies. However, the models of the tools ardagimm general.
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of lay investors in the market was associated withpopularity of online discount
brokerage companies at the end of last centuryb@aand Odean 20016)The
packaged and modelled online information and tigadipstems rendered by these
companies steer the isomorphic configurations pfit@estors in the market (Preda
2008; Roscoe 2013).

The identical model of the configurations of layrket actors should not be as
universal and permanent phenomenon as the theggests. To investigate a market
which has been dominated by non-professional iovestor a prolonged time
without interruption is conjectured to be a moregar means to examine the variety
of the agencementsTaiwan’s stock market is a case which meets ¢htgsrion?®
Unlike many worldwide stock markets, Taiwan’s stoukrket has been dominated
by individual investors for over fifty years (se@dpter 1). Furthermore, the number
of stock brokerage accounts is nearly three-quadéaiwan’s adult populaticfi.
These figures suggest the prolonged popularityamkstrading in Taiwanese society.
The growth in the number of lay investors shouldibgociated with the development
of approachable, affordable and adequate informatial trading devices.

Market information provides the essential data.(guces, trading volumes) to
market agents to accomplish calculation, and thk@hanechanism is the necessary
mediation for them to carry out exchanges. Inforamatand trading devices are
intrinsic items of any market actor's configuratiowithout these two kinds of
devices, an individual will not be arranged as arkeia agency. A specific
professional space with advanced and sophisticafednation and trading devices,
such as a trading room with the Bloomberg infororasystem and high-frequency
trading computers, seems somewhat out of reachth®rmajority of lay market
agents. As will be seen, lay investors trade stocHaily-life places, such as the
home or workplace. The information and trading desi which are popularly

adopted by lay investors must be approachableein #veryday life. Thus, a review

*"The companies provide low fees to individual irves to trade stock through their online trading
systems. With the reduction of trading cost and ghasperity of the stock markets, lay investors
seemingly revived in several stock markets (segt@hnd).

“8 The Taiwan Stock Exchange (TWSE) was ranked thiafest stock exchange in the world by the
measurement of market capitalization (US$818 li)lim 2010 (WFE 2010 Annual Report: 74).

“9In 2011, the amount of stock brokerage account$j$75,554 (http://www.twse.com.tw), and the
amount of the adult population (over 20 years @®1,612,675 (http://www.ris.gov.tw).
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of the securities market’s information and tradd&yices will help us to identify the

crucial elements of the configurations of lay maiketors.

3.1.2 Connotations of trading

The studies undertaken using with Callon’s approteid not to emphasize the
market practitioners’ understandings of economidioas. For Callon, ‘the
construction of its meaning is part of agencement (Callon 2007: 320).
‘Economics’ has given the meaning and principleeobnomic actions to market
agents, and the market agents perform ‘economicgsheé market (Callon 1998).
Indeed, Callon (1998, 2007) uses the term ‘econgnmca broad sense, and in his
works, the term includes a range of disciplinescammerce, such as finance,
accounting and management. With regard to finamogdkets, the performativity of
economics has been attested by MacKenzie (2006).

In a stock market, ‘to trade’ tends to be taken doanted by professional
traders and the scholars who study them, becausetite ‘job’ of traders. The
meaning of the action, interlocked with the ‘madériesource’ (i.e., a large amount
of manageable capital for transaction), has beetrimed in the title of the
occupation. The professional traders’ attitudesh&r job are described in Caitlin
Zaloom'’s study (2006). The traders define theirknas to ‘take risk’ (make profit by
taking risk) and ‘enforce’ themselves as ‘pure ecoit people’ to do that. In other
words, to deal with the market's volatility is theore of stock trading. The
professionality of the job has rendered sufficier@#aning to them to trade (and deal
with the risk). However, this is less the casel&yrinvestors. Lay investors, as the
phrase implies, lack neither the identity herho economicusor a large amount of
managed capital. The meaning of stock trading lient could not be fully drawn
from the professionality and economics (in a breadse). The different handles on
trade with risk, presenting in different connotagp suggest another key distinction
between thagencementsf professional and lay market actors.

Since Max Weber’s study of the spirit of capitali$d®01), the religious and
social meanings behind economic activities haven la@lglressed in sociology. In the

recent literature, the importance of the ‘meanirafsthe economic action has been
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emphasized by Viviana Zelizer (1978, 2005, 201A,220She argues that ordinary
people need to integrate economic activities ihiirtexisting webs of meanings.
Without this integration, it is less possible fdreteconomic activity to become
acceptable and populdThe connotation that economic actors (human beigige

to economic activity would determine a set of thevity's ‘appropriate’ operations
of (Zelizer 2010, 2012: 146}.From other perspectives, Preda’s (2009) historical
study of the transformation of stock investmendsial connotations — that is, from a
gambling activity to a science — and Harringtor20(8) examination of the links
between the connotations of different industriategaries of securities, gender
projection and self-expectation in securities dedecin investment clubs also
enlighten the essence and influence of meaninfisancial markets.

Zelizer proposes that what meanings stock tradimigshfor lay investors is
worthy of investigation. However, there is a diffiece between her theory and the
approach of this study. In her argument, the mepoiheach economic action is
formed in social interactions (Zelizer 2012). Ire tbase of Taiwan’s stock market,
the meaning of trading probably is not producedagial interactions, because the
market is a fully anonymous, electronic market witllions of participants and the
counterparty in transactions is completely unknggee Chapter 1). Thus, the social
interaction of this activity would not be the focofsthis study. Instead, the analysis
will underscore the shared pattern of Taiwaneséniagstors’ personal definitions of

stock trading, particularly about the core of thwaty: how to deal with risk.

3.1.3 Sources and structures

%0 Take the money transaction between two people asxample. It could be a ‘gift’ or a ‘debt’
between them. The ‘meaning’ of this economic tratisa is relevant to the social relation between
them. Are they the father and the son, the debtak the creditor, or both? The content of the
transaction and the subsequently interactions leiwkese two people are linked to the ‘meaning’
and ‘social relation’ of the economic action. Felements are argued by Zelizer (2012) to be foannd i
all economic activities: social ties, economic sactions (interaction and social practices congyin
goods and services), media for those transactguh(as money or favours, that represents rights to
goods and services), and negotiated meanings. dfpsoach emphasizes the importance of the
connotations of economic activities for the ageanid the creation of meaning that is driven by the
social interactions between the economic agents.

*1 Zelizer’s definition of the ‘economic actor’ isetsocially connected human beings. The concept is
not completely the same to the ‘market actor’ inll@es approach. For her, the meanings of
economic activity are produced in the interacti@meen the economic actors who are involved in
the same economic transaction. Thus, she namepdispective the ‘relational work’ approach
(Zelizer 2012).
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To document the information and trading devices ar@nings of trade with risk
within the agencementsf lay market actors is the aim of this study.dsta about
professional economic actors in financial marketgehprovided helpful examples of
the construction of an analytical framework, thodlya research scopes are not the
same as this study’s (Knorr-Cetina and Brueggef2®xcKenzie and Millo 2003;
Beunza and Stark 2004; Zaloom 2006; Muniesa 20G8Kénzie and Hardie 2009;
Preda 2012). In particular, MacKenzie and Hard2®69 study of thegencemenin
the hedge fund industry renders a clear modelddfitian, a number of social studies
of non-professional stock traders in the US, BmitaAustralia and China have
suggested some common features of lay stock imge@Bamble 1997; Hertz 1998;
Barber and Odean 2000, 2001; Mayall 2006; RoscaeHoworth 2009). Several
sociological and historical studies of Taiwan’scg&tanarket have offered useful
information to this study as well (Chiang 1991; \2Q05; Qian 2008; Peng 2009).

Interviews and documents are the main sourceseofitita for this study. The
interviewees were recruited in 2010 and 2011, awtude 28 lay stock investors,
one mutual-fund investor who was ready to tradeckstand nine professional
practitioners. The summary of the interviewees i$able 1.1 and 1.2. The data from
this collection has its limitations as far as reergation is concerned. However, the
data is consistent with the information reportediher social studies of Taiwan’s
stock market (Wu 2005; Qian 2008). The documenttudle newspaper archives,
TWSE Monthly RevieWthe official journal published by the TWSE) anther
publications from the exchange.

Ethnographical observation is a common researcthadetn a number of
sociological and anthropological studies of ecorwadaiors in financial markets (e.g.,
Knorr-Cetina and Bruegger 2002; Beunza and Stafki2MacKenzie and Hardie
2009). However, the majority of lay investors tratieck in everyday places, such as
homes, offices, or schools, and are usually occupith other tasks at the same time.
It is difficult for a researcher to make systemaiarticipant observations in these

fields. Brokerage offices perhaps are the only ptioa (see Chapter 5).
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The analysis is presented in the following thregtises: the development of
information and trading devices, denotations otlsttvading and configurations of
lay market actors.

3.2 Development of information and trading devices

The dynamic arrangements of the lay market actordaiwan’s stock market
correspond with the development of information aratling devices. In general,
there are two fundamental requirements for any tatyading stock. The first is to
access the accuracy and immediate market informafibe other one is to deliver
the trading order into the market instantly andrectty. For these two purposes,
various information and trading devices have be#roduced into stock markets
ever since exchanges were formed (e.g., Preda 2@088b). Technology fosters
the development of these devices. When new tecgpatointroduced into financial
markets, the forms of the markets and the markéteég usually, though not always,
will follow suit (e.g., Zaloom 2006; Preda 2008; ¢kanzie 2013). Taiwan’s stock
market is no exception; the transformation of therkat devices there is steered by
technology as well.

In this section, | review two types of market ded&dn Taiwan’s stock market:
the information devices that are or were desigredidliver ‘real-time’ market
information to lay investors, and the order-placidgvices which used by the
investors. An ‘external effect’ of these devicesthat they allow lay investors to
trade stock in everyday places (whether this fomcthas been inscribed in the
devices or not) (Akrich 1992). Without these desickay market actors would be
hard to assemble at home, office, or school. Tk&ohi of Taiwan’s stock market
stretches over fifty years and the data of thisti@ecis mainly drawn from
documents, historical books and some of the int@rsi Due to the data’s limitations,
| cannot guarantee all of these recorded devieesmlawere actually widely used by
lay investors though they are or were availableweicer, the devices discussed
below, which have been introduced into the markihiov the past twenty years,
were often mentioned by the lay investors in theerinews. Thus, at least, those

‘contemporary’ devices are familiar to them andigaiaoly popular in the market.
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3.2.1 Broadcasting

Since the launch of the Taiwan Stock Exchange (TYWMBEL962°? investors have
always been kept outside the exchange. Both mark@imation and order-placing
were delivered by phone between staff of brokeagepanies inside the exchange
and the staff in the company offices. The failuaesl inconvenience of this system
were often complained about by the participa(fEWSE Monthly Revie®93: 17—
18, 2011). In 1964, the TWSE made a contract wighBroadcasting Corporation of
China (BCC). The TWSE set up a small broadcastoayr inside the trading hall
and BCC announcers began a daily continual radvadwast of up-to-date market
dealing information from opening trading until thearket closed. The transaction
data was written on a blackboardnfted Daily News,17 November 1964: 5).
Brokerage firms representatives crowded onto thairig hall floor and shouted their
orders to the exchange clerks. Usually the reptatees shouted very loudly,
because they were afraid that the clerks would hies offers. An offer included
the code of the share, to bid or to ask, the gtyaatid the price. When the exchange
staff heard the orders, they would immediately evon-the-spot bid-price or ask-
price on the large blackboard. Each column belorigea specific share, while the
digits on the blackboard were the trading inforimatiUnited Daily News,22
December 1995: 39FWSE Monthly Revie®93: 23—-4, 2011). The representatives
saw the prices on the blackboard and decided tehgher not to make the deal with
their counterparts. When both agreed on the deay, simply filled out a form and
gave it to the exchange counter (Peng 2009: 54n7he broadcasting room, the
announcers read the columns on the blackboard dero/After recitation of the
whole list, they would go back starting from thesficolumn; they started from the
opening of the market at 9 a.m., and only stoppadnathe market closed at 3.30

2 The original abbreviation of the Taiwan Stock Exafe Corporation was “TSEC”. It had been used
since the exchange opened. In 2008, the TaiwarkS&change Corporation claimed the “TSEC”
was the same to the abbreviations of several stioek exchanges in the world and it easily confused
foreign investors. Therefore, the Taiwan Stock Exage Corporation adopted “TWSE” as the new
abbreviation. For consistency, | only use “TWSE'réfer the Taiwan Stock Exchange Corporation in
this thesis.

%3 Before the introduction the broadcast in 1964, htakerage firms hired several clerks to report the
shares prices by telephone. It was inefficient aindlished after the radio broadcast launchmitéd
Daily News,22 December 1995: 39).
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p.m. The up-to-the-minute market information wassmitted to audiences through
a BCC radio channel; investors could listen tordmio and catch up on the on-the-
spot market trading situation.

This live broadcast was the source of real-timeketamformation for each
brokerage office as well. Mrs Kuo, a senior induadl investor, recalls the situation
in brokerage offices in the 1960s. In the brokeraffiee, a blackboard was erected
in the investing lobby. The brokerage clerks listrto the radio, followed the
broadcast to erase the old digits, and write ddvenntew bidding and asking share
prices. This action was repeated until the broad@iashed. Brokerage offices,
securities companies and investors all accessettatimg information through the
radio. In other words, in practice, outside thehaxge, no one could receive trading
information earlier than anyone else.

After the TWSE moved to a new building in 1972, tinading hall was
redesigned. The exchange abolished the noisy térmtdang floor system and shares
were not all simultaneously traded in the centmahp Different categories of shares
were divided into different trading counters. Tle@nesentatives offered ask or bid
orders to the staff inside the appropriate couater the staff would match the deals
(Peng 2009: 99-101). However, the market dealifgnmation was still recorded on
the blackboard, which was still the focus of theding hall. In 1974, an electronic
display panel replaced the blackboakEtgnomy Daily Newss January 1974: 7).
The exchange staff no longer had to write the spaoes on the blackboard — now
they just clicked on the keyboard inside their igatar trading counternited Daily
News 2 January 1996: 13). However, this change instoek exchange did not
immediately affect the market information displagvites in the brokerage offices.
The brokerage clerks still followed the radio toiterthe share prices on their

blackboards.
3.2.2 Telephone
The representatives in the stock exchange andlénkscin the brokerage offices

were connected by telephone. Each brokerage firdhcherks inside the exchange

whose task was handle calls from the firm. Theyorged the offers from the
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headquarters and gave the orders to the represestaiPeng 2009: 100). In

brokerage offices, the clerk would ring the exclea@er individual investors filled

in the trading order forms. Some investors werteithite and the brokers would fill
in the forms for them. However, mistakes and misusidndings occurred

sometimes and sparked off disputes between thet€lesnd the companies. Mrs Kuo
says she has witnessed several arguments in theerbge office due to these
mistakes.

At that time, individual investors could stay atnm® listening to market
information on the radio and placing orders bypbtee. However, some individual
investors preferred to go to the brokerage offiddis Kuo was an example. Before
the 1980s, there was a limited number of broke@fiees, and none close to her
home; it was a 30-minute bus ride to the nearestdrage office. The ‘safety’ of her
share dealing was what she took into consideratkinthat time, the brokerage
offices did not have a telephone recording systemd, a dishonest broker would be
able to ‘eat’ a client’'s order. For example, amienight ring the broker to place a
call market order of the XX share for $10 whenphiee was announced on the radio.
Then, when the deal was done, the share price rgmhip to $10.50. An unethical
broker might ‘steal’ the order and respond to thent that the deal was undone, or
denied that they had even received a call fronctieat. In this situation, the client
suffered the loss, but usually lacked enough eweéetm appeal. Mrs Kuo had
experienced this situation once, and after thasted on trading in person, in the
brokerage office. The fraud might happen even whenclient was on the spot, but
at least the client could monitor the broker’'s heabar.

3.2.3 Electronic display panel in brokerage offices

Starting in 1978, the blackboard began to disapfyear the brokerage offices, to be
replaced by an electronic display panel. Similatthe electronic display panel was
also erected in the investing loblgcponomy Daily Newsl8 October 1987: 12). Via
the phone connection, market information on the B&Slectronic display panel
could almost immediately be transmitted to eachkéwage office’s electronic

display panel. The transmission only took 53 sesofitonomy Daily News24
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January 1978: 10). The panel in the brokerage effiould display all the share

prices at the same time, though the informatiorblalgnd the TWSE was nearly one
minute. On the other hand, the BCC broadcast wtakd minutes to report a full

cycle of share trading. Investors waited minutesettew the last prices of the same
share and might miss price changes between thedwads. Lay investors became
more and more likely to trade in brokerage offickse to the electronic display

panels (Peng 2009).

3.2.4 Computerization

In 1983, the TWSE planned to introduce an autom@atier-matching system.
However, the process of ‘computerization” was noing smoothly. Technological
difficulties and limited funds became the major tabkes to achieving this goal.
After over a year's delay, the technical grouplstibuld not overcome the
technological difficulties. The exchange was forded modify their plans and
adopted already existing ‘half-computerized systemsl985, the computer-assisted
order-matching system, which was already in ussame other exchanges, was
launched in the TWSE (Chiang 1991: 164-70). Thetrakrtrading hall was
gradually downsized and the space used to store@uemhardware. In 1991, the
trading hall was totally removed from the excha(feng 2009: 123).

In 1987, all listed shares had been included indbeputer-assisted order-
matching system. Since then, brokerage represessaliave disappeared from the
exchange. The brokerage office clerks could sintgpe trading orders into the
office computers which were connected to the TW&Eofomy Daily News30
December 1986b: 7). These orders were sent frorbrifieerage firms to the TWSE
and the TWSE's staff would match the orders acogrdb the prices and times.
When the staff were matching the orders in the agerpall data was recorded at the
same time (Peng 2009: 124).

This digitalized data comprised a rich and delib&aransportable database.
The TWSE was able to transmit more complete anthmbhsnarket information to
brokerage firms. In 1987, the information which ve®wed on the panels, screen,

or monitors in brokerage offices included not oshare prices, but also historical
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market data and the data of each listed company(gh991: 170-71). Compared
to the broadcast, brokerage offices could providehmmore detailed and instant
information through digital data transmission. Withiwan’s stock market boom at
the end of the 1980s, a rapidly increasing numberdividual investors crowded the
brokerage offices. The ‘trading crowd’ became aprissive social phenomenon, a
hallmark of that era of Taiwanese socidthited Daily News14 September 1989b:
22). Mrs Kuo remembers crowded investing lobbieghat time: ‘Some people
brought their own stools to brokerage office, beeaall the benches were occupied
instantly after the brokerage office opened therdbtany people [who came later]
had to stand in the lobby.’

3.2.5 Cable television

In 1986, the closing point of the TWSE CapitaliaatiWeighted Stock Index
(TAIEX) and each share’s closing price was repodaddroadcast television daily
(Economy Daily News30 January 1986a: 07). However, knowledge of idiate
market changes is always important for stock iremssand the televised information
at that time was insufficient. An investor who was in a brokerage office still had
to rely on the radio to gain ‘delayed’ informatid®eal-time market information was
not yet accessible outside the brokerage offices.

In 1988, this situation started to change. The TWSHaborated with the
Telecommunications Bureau on the development ofGhmese Videotex System
(CVS). Through the CVS, real-time stock market infation could be transmitted to
investors’ homes or offices via telephone line @lgi 1991: 170-71). The brokerage
offices’ dominant position for being the real-tisi®ck-market information providers
was challenged. However, the CVS’s high serviceifegaired its popularity, but,
unexpectedly, it fostered the fast-growing marketable television starting around
1990 Economy Daily Newsl4 May 1990: 17).

Cable television suddenly became very popular iwadia, from the end of the
1980s. In fact, it was still illegal at that timfayt its inexpensive service charge along
with rich content attracted many households to tgikehis illegal service. Although

the government was busy trying to ‘cut’ the calshed everywhere, the result was
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not obvious’* The cheap real-time market information was a alugiason for many
people to adopt the cable serviddnited Daily News22 December 1990: 6). The
cable TV business operators bought real-time manketmation from the CVS and
transmitted it to their clients’ homes via the @lihes. Compared to the CVS'’s fee,
the cable TV companies might charge only less th#rrd of the original price and
with additional channel€Economy Daily Newsl4 May 1990: 17).

After years of struggle, cable television becamneggimate business in 1993
(United Daily News21 September 1993: 16). The home penetratiorofatable TV
in Taiwan grew rapidly. The figure was 26.5 pertdaeanl992, which was on the eve
of legalization, 45.7 per cent in 1993, and by 198d risen to 78.5 per cent (see
Table 3.1). In the late 1990s, almost 80 per céntfawanese households could
access real-time stock information.

Before the legalization of cable TV in Taiwan, thevere only three television
broadcasting channels. Two were directly controlgdhe government and the other
was owned by the ruling party, the KMT. Cable teden in Taiwan was commonly
called the ‘fourth channel’, and the cable systeiowed many new channels
providers to enter the television industiynfted Daily News7 August 1989a: 13).
UNIQUE TV (GEFLETR), formed in 1993, was the pioneer of professignall

financial television channels in Taiwan. Indee@, ftwrmer company of UNIQUE TV

had existed in the cable TV industry when cable w$ illegal. The company

focused on stock market analysis programmes. Duhagtime, after market closing,
the company would invite securities analysts tolyam@athat day’'s market trends,
then videoed the analyses as tapes and sent tbe tagommunity cable television
companies for broadcasting. UNIQUE TV was the fegal channel to provide real-
time market information, without any lag, and wipentiful securities analyses
programs (http://www.ustv.com.tw/). One housewifigastor, Wuma, describes to
me how cable television reformed her investing baha. When she traded stock in
the early 1990s, she went to a brokerage officelynwewery day. However, since

she’s installed cable television, she just staysoate and rarely visits the office. ‘It

** Another possible reason allowed the illegal cableto exist for years. The martial law in Taiwan
was removed in 1987. The government loosed stictrol over the media and civil society.
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wastes too much time to go to the brokerage offglee says, ‘I can use the time to

do a lot of housework.’

Table 3.1: Home penetration rate of cable TV invea

Year | Penetration rate (%

1992| 26.5

1993 | 45.7

1994 | 61.9

1995| 70.7

1996 | 75.9

1997| 78.5

Source: National Communications Commission (TW)
http://www.ncc.gov.tw/chinese/files/10052/1994 183100520 1.pdf.

3.2.6 Telephone recording and reporting system

Twenty-five years ago, the number of brokerageceffiwas limited and controlled;

in 1977, there were only 28. A licence to set upew brokerage office was difficult

to obtain. In 1988, the government deregulated siheurities brokerage industry.

Only three years later, over 300 new brokeragesfitmad been established. The
fierce competition among them pushed them to intcednew equipment to attract
clients (Peng 2009: 129-31).

The telephone recording system greatly enhancesetiability of telephone-
order-placing transaction. Beginning in 1988, brake firms gradually set up
telephone recording equipment on the phone lineheir offices Economy Daily
News 29 August 1988: 23). Now, when investors callegrtbrokers to place orders,
their conversations would be recorded automaticsigen the investors and brokers
find themselves in dispute, both parties have tbket to access the record as the
evidence. The surveillance of brokers has been agmsary for lay investors.
Compared to staying in brokerage offices, stayingane has become a practical
option for lay investors. To learn real-time markdbrmation by watching the stock
market channel and to place trading order by rigpgmokers could completely

replace the ‘instrumental functions’ of brokeradces.
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Almost at the same time, the telephone automatporteng system was
installed in brokerage firms. An individual investmould ring the automatic answer
system of the brokerage firm to find out the trgdiasult Economy Daily New=29
August 1988: 235°

3.2.7 The Internet

In 1993, the fully automatic order-matching systemas introduced into the TWSE
(TWSE 2002: 156-9). The upgrade of the order-matcbystem did not affect most
investors’ trading behaviours at that time, buwds the foundation of future online
trading. In 1997, brokerage firms obtained permisgrom the TWSE to launch an
online stock-trading systerkE§¢onomy Daily New<7 November 1997: 20).

The connection between investors and the ‘marketot ‘directly’ through the
online stock-trading system. The trading ordersfiasé transmitted to the brokerage
firms’ computers and then to the mainframe computethe TWSE. The result
would then be transmitted to brokerage firms imratdy and automatically. The
deal simultaneously becomes part of real-time markKermation and is shown on
brokerage offices’ monitors, television and theeinet. The whole process only
takes seconds (TWSE 2002: 156-9).

The online trading and information systems alsdei@sl the development of
stock trading gadgets on mobile phone and PDAss@omed digital assistants)
(Economy Daily News24 June 1999: 25). Since 1999, several PDAs dedig
specifically for stock investment have been laudci@hey are commonly known
as ‘gupiaoji (FzZ1%, ‘stock gadget’) by lay investors. Stock gadgdtsictions
include real-time market information, an order-pigc mechanism and technical
analysis software. People could access real-timekehanformation and place

trading orders wherever they were.

> To report the trading result was an important pxrtorokers’ work. Although the automatic
answering equipment has been introduced into tdesiny for over twenty years, to date, many
brokers still prefer to report the trading resutisclients by themselves. As mentioned in Chapter 5
this behaviour is used to show their passion teisethe clients.

% Both of Taiwanese large stock-gadget producers ERTEN Information Systems Co.
(http://www.etencorp.com/) and the Fonestock Tetdmpo Inc.
(https://www.fonestock.com/en/indexs.php), launctiesr first products in 1999.

107



By 2006, electronic trading (i.e., trading throuthie Internet and by mobile
phone) accounted for 20 per cent of the TWSE'srerntading volume Economy
Daily News 2 March 2006: C2). For up-and-coming brokeragadi an extension
into online trading service presented a great dppdy to take the market share
from major companies. For example, Polaris Seesritivhich was the brokerage
firm with the largest share in online trading seevi was established in 1988.
Electronic trading orders comprised 75 per cenPalfris Securities’ entire trading
volume in 2007&conomy Daily New1 August 2007: C2).

The Internet also has become one of the main clarfioelay investors to
access real-time trading information and listed panies’ data. A round of
automatic order-matching of each share is exepedoximately every 20 seconds
in the TWSE’s current system. The real-time tradiesult and price information is
automatically and immediately disclosed on the Marknformation System
(http://mis.twse.com.tw/), an affiliated website ofhe TWSE, and also
simultaneously transmitted to the organizations bave contracts with the TWSE,
including all securities companies, brokerage camgsmand a number of news
media, e.g., Yahoo.tw. These organizations broadtas information to their
customers and audience. The trading informatioratgsdnearly simultaneously with
the order-matching execution and renews on altlttglayed media at the same time
(http://www.twse.com.tw/ch/trading/introduce/intraae. php#1). Thus, an investor is
able to receive real-time trading information thybuhe Internet.

In 2002, the TWSE set up the ‘Market ObservatiostPaystem’ (MOPS)
website (http://mops.twse.com.tw/mops/web/indexje Ppurpose of the website is to
allow investors to freely access listed compangsblic information. All listed
companies are required to upload their companyilerahd financial reports, such as
income statements, balance sheets and cash-fldemstats, and to disclose the
company’s information immediately on the MOPS wahsData from the most
recent years is available on the website as WANVSEMonthly Reviews96: 23,
2011).

In brief, technology and the transformation of #teck exchange’s dealing
system foster the development of market deviceskédnge offices, cable television,

telephone, phone gadgets and the Internet have raagiéable and affordable
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information and trading equipment for contemporamaiwanese lay investors to
organize their own configurations of stock investinéalso see Image 5.14). In
collaboration with social connotations of stocldiray, diverse and bricolage models

of lay market actors would assemble in everydagsliv

3.4 Social connotations of stock trading

Various affordable and accessible market devices baen accessible to lay people
in the pro-stock-trading environment and become ila@va items of the
configurations. The connotations of stock tradiog,the other hand, are more like
the statements of tregencementsvhich always interacts with the market action and
continues to shape and to be shaped by the a@alio( 2007).

For lay investors, the connotations of stock trgdare drawn from social
conventions rather than economic doctrines or peidmality. From a general
perspective, these connotations compose lay inggpoinciples and practices of
handling the risk in the stock market. They ‘penibthese social connotations as
professional market agents perform economics. Dheatations and their actions in
the market are entwined together.

In the field, as noted, the two informal phrases;do stock’ fS2E, zuo
gupiag and to ‘play stock’ ¥tz 2=, wan gupiad, were frequently used by lay
investors to refer to the action of trading staekther than more formal phrases, such
as to ‘invest stock’ #rE RS, touzi gupiad, to ‘purchase-sell stock& & EE,
maimai gupia® and to ‘trade stock’ % FH%EE, jiaoyi gupiad. To ‘do’ (ff, zuo
stock {:EZ, gupiad analogizes stock trading to ‘do busine$s4f =, zuo shengyi
or to ‘do a job’ (% T -1, zuo gongzup On the other hand, to ‘play®f, wan) stock
(F%ZE, gupiag in stock trading is analogous to ‘playing a gai@@g?#zfsk, wan youxi
ELZE, bisai). The frequent interchanges of these two phrases,gupiaocand wan

gupiaq in the lay investors’ conversations imply the motations of trading stock
are drawn from the notions of ‘to do business’ aud play a game’. In their

perceptions, these two notions are not conflichng instead are interlocking. Both
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sets of the connotations of ‘stock trading as alsid business’ and ‘stock trading as

a hobby’ present and represent their practicearstbck market.

3.4.1 A sideline business

In the fieldwork, ‘sideline business/side jol#l€%, fuye is one of the common

descriptions used by lay investors to define stioalling. The category of ‘sideline
business’ infers that these investors have othén ohs while they are trading and
that the earnings and losses from trading wouldaffect their basic livelihood (see
Table 3.1). This sideline business functions asg to increase savings or to extend
investment capital for future business. Four natiame generally linked with the
connotation of trading stock as conducting sidelmsiness: to make use of spare
time, to invest spare money, profit as extra incame restricted involvement. These
ideas also represent many lay investors’ genenatiptes of stock trading.

3.4.1.1 Savings and investment capital

Some Taiwanese individual investors expect staatiig act as an instrument which
would help them increase savings. For example, Gufiooses stock trading as a
way to save money faster. He does not expect teerhakmoney by stock trading,
but ‘the savings interest [rate in banks] is toe’|Jche complains. Thus, he went to
‘see [if there were] any chance [of increasing sgviaster] in the stock [market]'.
Mr Zhang has a similar idea: ‘[My] salary is noghi | can only rely on this [stock
trading] to manage money gradually.” Even for saokkege students, stock trading
is also regarded as a plausible and efficient nietbosave money. Cong-Ying, a

student investor, says:

Presently, [| am] a student. The capital throwndithe market] is a little,
not much, [but the income from stock trading woutdlve some help.
Really, [the purpose of trading stock] is to saye because [l] do not

need to use the money now.
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Similarly, for some other lay investors, stock tradis expected to be an
instrument to raise capital for future business.Mn Yan's mind, ‘success’ in a
person’s life is determined by their property holgh. Thence, for him, to engage in
property investment is his goal and stock tradswgegarded as an ‘interim business’.
‘[B]efore | enter the property market,” he says$,[stock trading] is an instrument to
“extend” my capital.” Indeed, Mr Yan seems to bé the only person with this idea.
Among the interviewees, several experienced lagstors, such as Sheng-Ji, Ms
Zeng and Mrs Kuo, have successfully transferred grefits from stock trading to
property investment. Purchasing property becomes ‘thssel’ for ‘storing’ the

fortune they made from the stock market.

3.4.1.2 Spare time

Either during work or in the intervals between jopsople may have a little spare
time. To trade stock, similar to having a sidelmesiness, could be a way to make
use of that time. As mentioned in Chapter 2, whierGhun changed jobs to become
a flight attendant, her mother encouraged her tkenuige of the interim between jobs
to trade stock. A-Liang, a self-employed workeramother example. He outlines the

reasons for engaging in stock trading:

[The] main [reasons] were [that I] had a little lteend too much free
time. Because of [my] job, often, [there] was toaam free time and

nothing [I] could do [between jobs].

Sometimes, trading stock would conflict with themain employment,
particularly when the market is volatile. In thituation, lay investors tend prioritize
their main employment. Ms Hong, a partner in thaifa enterprise, describes this

dilemma:
[Trading stock] should not affect your normal [maob. In the time of

running cases [business], you leave it. You're lmab handle [the

trading]. You can’'t know its situation. [Sometime§]va’, today [the
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market] is volatile, but you can’t grasp [the chahig time, [because you

are in work].

In Western stock markets, trade is usugiycribed as a ‘masculine work’ both
within the exchanges (e.g., Levin 2001; Zaloom 30f1& among non-professional
traders (e.g., Barber and Odean 2001; Roscoe ambitto 2008). However, this
doesn’'t seem to be the case in Taiwan. There mspparent gender stereotype about
stock trading in the market and female investorsmased half of my interviewees
without intentionally selecting them. In particylarpopular slang wordailanzu(3z
21, ‘'vegetable-basket group”), is used to specificedfer to ‘housewife investors’.
Combining the role of homemaker and lay investarbpbly is common in this
society. For example, Wuma had not traded stock shé became a ‘full-time’

homemaker:

In the past time, [we] ran a business. When runiigg business, [I]
didn’t have time to do [stock trading]. Then, thesimess was closed ...
At home, you still have to do housework and otherkw[l] am not [the
person] who specializes in investment. [I] just éav little money [to

trade stock].

Similarly, during a period of unemployment, somegle may take the opportunity
to do stock trading. Shu-Ling, Wuma’s daughterrtethtrading stock twenty years
ago, when she was a college student, but aftelefihteer previous job, a year before
| interviewed her, she stayed at home and madefuser time trading stock, along
with her mother. Another example is Ms Huang, whaswa successful estate agent.
Because of needing to care for her ill mother, Isfteher job and makes use of her
spare time to trade stock. However, she thinksigheéstemporary situation, and she

says she will return to the property market inrikar future.

3.4.1.3 Spare money
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In the field, there are two ‘rules’ in trading skofrequently mentioned. The rules
seem to be acknowledged and adhered to by maninvagtors. The first rule is
‘Don’t borrow money to trade stock.” The secondDsn’t live on the income from
stock trading.” The idea behind these two rulasterlinked with the connotations of
stock trading as a sideline job.

During the interviews, almost all the informantglariine they only use spare
money or personal savings to trade stock. To déhal te risk, ‘to be trapped up in
the market’ is the reason. Shares prices oftenayencafter purchase. ‘Even if [the
stocks] don’'t make a profit, Ms Liu says, ‘it] iwtally fine [for me] to leave
[them].” This connotation helps them deal with,noitigate the mental and financial

pressures of a loss in the market. Ms Hong says:

[If] would be dreadful to borrow [money to tradeoaK]. [Investors]
should [be able to] afford [the loss of] playindgdsk]. Therefore, [they]
should not borrow. Borrowing will produce [hugegpsure. [If they lose

in the market], [they] would go crazy, would loskedir] reason.

This might be the reason that some lay investorsexample, A-Liang and A-Zhen,

did not go bankrupt after losing a huge amount ohey in the stock market. In both
cases, when they got involved in stock tradinghlwdtthem only invested their spare
money (the majority of their savings) into the nerkand while they were trading
stock, they continued to work in their main jobsu$, the subsequent failures

caused suffering, but did not drive them into sevarancial difficulties.

3.4.1.4 Extra income

As noted above, lay investors tend to emphasize tti@r own or their family’s
living does not rely solely on income from stocding. For example, Mrs Kuo, a

homemaker investor, explains how money is managéer family:

Our living cost is totally irrelevant to [the incenfrom stock trading] ...

I am the housekeeper of our family. One-third of husband’s salary
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was taken [for living expenses]. The rest [of tladasy] is [saved for]

some occasion which needed money.

Mrs Kuo’s words correspond to the studies of meraacounting in
behavioural finance (see Thaler 1999). HoweverMasKenzie's study suggests
(2008: 266-8), the shared social and cultural facbehind individuals’ economic
behaviours should be concerned. Mrs Kuo continoewlk about the philosophy

behind this method of money management:

[The money] would be spent on necessities [angatjld not be spent on
unnecessary things. The ancients had an adagee ‘§tain when you
are eating rice.’ If you have a ladle of rice, yshould not eat all of it.
You must leave a half-ladle or 80 per cent. Evefyaiu] only leave a

little, [it] is still fine. Don’t finish it all.

A similar idea to this is probably shared by maay investors. People tend to
consider the profit from stock trading as ‘extmra¢ome. For example, Ms Lin is used
to dividing her stock-trading income into two partsie part is her private ‘pin

money’ and the other is added to the family tranglifund. If she loses, she tells
herself ‘to stop playing [stock] for a period aing’. Similarly, Ms Hong regards the
profit from stock trading as ‘pin money’ and anygdoas ‘losing money carelessly’.
These analogies helps her to face the market nigkséll keep calm. The idea of
extra income perhaps also affects the way lay tovesuse their profit from stock

trading. Mr Yan explains the change in his consuompistyle when he earned

substantial profits in stock trading:

[1] bought a car, bought name brands. | felt nagiwhen buying] these
items ... [T]his money was spare, [which was earndin stock
investment. How could [I] feel [it] painfully wheh spent? [It] was
completely not painful. There was no feeling. Ihdd to pay with my
salary, as [you] see, | am a very thrifty persanyould be impossible

[for me] to spend the money.
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3.4.1.5 Restricted involvement

Among the interviewees, Sheng-Ji is the only inmestho quit his job and devoted
himself to stock tradimg. All the other employed individual investors cont@ or
had continued to work in their main jobs until theyired. In Sheng-Ji's minduo

gupiao(doing stock) is the same as creating a business:

[It is] like we are going to do [establish] a busss. You have to make a
plan and follow your plan through to execution. Reljess of the

[changing] situation of the market, you have tddwl your plan through.

Sheng-Ji thinks an advanced plan could help thestov (trader) brave the
vagaries of the changeable market. To be confiteydur judgement of the market,
to insist on sticking to your plan, and to remainperturbed by the market's
temporary volatility are keys to success in stoekling, as they are keys to success
in running a business.

However, most lay investors are different from Sjién They worry about the
volatility of the market and deliberately restritteir involvement in the market.
Indeed, they are aware of the risks involved inclsttrading and often caution
themselves when making profits in the market. Caegbdo the income from other
jobs, the profit gained from stock trading is refally ‘unstable’ and ‘unreliable’.

Ou-Yang explains this kind of concern:

[Stock trading] is really difficult to become a Bla income, unless |
retire ... Because | have my own main job ... Furtheemg this person,
belong to the stable [prefer a stable situationjdfatend to be
conservative. In fact, [even if] my friend tells nj@bout a]mingpal

[recommended stock], | only buy one [lot (1,000rskd at most.

" At present, Sheng-Ji still goes to the brokeraffieenand trades stock almost every day, but he
claims he is what could be called ‘semi-retiredttisathe wealth he has earned from stock tradasy h
been invested in property. The rent from a shoptfrpurchased with money he earned from stock
trading, is enough to cover his living expenses.
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For many lay investors, it is too precarious teelimly on the income from stock
trading. The risky nature of this business deteesnt from throwing all their money
and time into the stock market. Ms Hong views stwakling as a sideline business,

mainly due to the risk:

If I could anticipate [the result of] each transaetprecisely [to succeed
in every transaction], [I would] take [the incomerh stock trading] as

the main income definitely. [I] wished, but [I] fod it was not as easy as
[1] had thought.

3.4.2 Hobby

In this field, phrases such as ‘like an entertainirie ‘for fun’ or ‘like playing a
game’ are widely used by Taiwanese lay investordescribe their feelings when
trading stock. Indeed, Australian and British laydstors seemingly share a similar
feeling: they describe trading as a ‘game’ and gwlues as ‘players’ (Mayall 2006;
Roscoe and Howorth 2009). As the phrasan gupiao (play stock) implies, stock
trading for these lay investors is like taking pigrta leisure activity or joining a
game. When the investors only use their spare &inte money to trade stock and
cover their living expenses with other incomesmiplies that the investment results
would not directly affect their current living catidns and therefore they can take a
relatively relaxed attitude to stock trading. Iggests the principle that lay investors
deal with the market risk with a certain frame oihdi1 This connotation is fully
compatible with the idea of stock trading as alsidebusiness. For lay investors,
stock trading can be thought of, on the one haada aideline business, and as a
hobby on the other.

To separate stock trading from earning a livelihaod prerequisite for some
lay investors. For example, Mr Yang, a retired gunhigh school head, clearly

defines the position of stock trading in his life:
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[The money used to trade stock is] spare moneys|tthere is] no
pressure. [Stock trading can be] considered asstinpga [Because of
playing this], [I] would not get the Alzheimer'ssdiase ... | still have

other income from rent ... [Even] the rent is notduap.

In this situation, the incentive to trade stock@ just to gain economic reward. As
with other games, the amusement and the psychalogatisfaction gained in the
process may enhance the investors’ motivation,igarah important reason for Mrs

Kuo to trade stock:

[The] stock market is fun for me. A kind of [gane{perience ... | have
a kind of fulfilment ... | don’t take my fixed incomeeposits to invest

[trade stock]. | certainly don’t do that.

3.4.2.1 A game with learning

If stock trading can be considered as a game, tis,'game’ probably not only
provides entertainment, psychological satisfactama economic benefit, but also
offers an opportunity for ordinary people to gainahcial knowledge. Zhi-Chun
thinks this is a benefit of trading stock: ‘[Staitkding] is a nice entertainment. Then
[it] is a good way to kill time. Furthermore, [l mafeel the progress of [my]
knowledge.’

In particular, due to its long history (comparedotber financial markets in
Taiwan, such as the futures market), the stock etaskthe most acknowledged and
familiar financial market in the society. Thus, feome lay investors, the stock

market is a way to increase their knowledge ofrfaga Mr Zhan says:

[Stock trading] is more like [a practicable way]garn extra income and
an opportunity to learn ... [To learn] how to vievetmarket value; then,
[to learn how] to access financial products. Toarsthnd [them]. To be
familiar with [them]. [Otherwise I] would not knowmothing [about

financial markets].
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3.4.2.2 Game feelings

When individual investors are trading stock, seiveraotions are often involved in
the process. These emotions, commonly shared hpvagtors, are a key element of
the idea that trading stock is a game-like activitycitement, fulfilment and passion
are words frequently used by lay investors to deedheir mood while partaking in
trading stock. In Callon’s discussion of the marke98, with Cakkan 2010), the
emotions of human individuals engaged in econonttvides have not been
included. However, in this case, emotions appayeguily an important role in the

configuration of a lay market actor.

3.4.2.2.1 Excitement

In the field, excitement is one of the feelings regsed when people describe
themselves trading stock. This feeling is usuaitgmse in their early experiences of
trading stock. Guang describes his mood when henmmed stock trading:
‘Excitement, in the time of early beginning ... Inatitime, the feeling was a little
close to the feeling of gambling and the feelinglalying [other games].’

This feeling is difficult to sustain without frequestimulus. For example, Ms
Wu also felt excited when she first started tradimgt the feeling was gone after the
first two months. ‘Now, [l] don’t have that feelifighe says.

After the early stage, the sense of excitementastained by positive trading
results. Wuma says: ‘If [it is] making money, [Bdl excited. If [it is] not making
money, [I] feel listless, have no mood.’

Ms Lin admits she feels enthusiastic only when€e[grofit] continues to enter
the account’, and has no mood when ‘[the results] @nstantly not good.” The
sense of excitement in trading stock is analogouthat felt when gambling. Mr

Zhan says:
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[The result of trading] is difficult to predict. €h, the mood of operating
[trading] is similar to gambling. | am a normal gen. | really appreciate
the people who are not normal people. Their heaigsuper strong.

The exciting feeling could decline for other reasas well. Mr Liu felt excited
in trading stock. However, he feels ‘less excitafter he started to trade futures.
Compared to futures, the ‘game’ (stock trading)as been ‘thrilling’ anymore. Still,
some lay investors try to refrain from getting texcited, because they are afraid
their emotions will cloud their judgement and afféeir performance in the market.
Just like professional traders, the goal is to bbatianal economic agent. ‘[A]fter [I]
read several investment psychology books,” Yi-Hsags, ‘| [am ready] to do my

best to suppress that kind of feeling.’

3.4.2.2.2 Fulfilment

In the stock market, no matter how much prior infation and advice an investor
has received, they still must make their tradingisgilens themselves. Thus, their
trading results suggest the degree of ‘wisdomhefrtjudgement. As in other games,
positive results always are an index to prove ti@fparticipant is an excellent player.
For lay investors, to make a profit in the stockrkeais similar to winning a game.
The fulfilment of winning is an important mentaward. Mrs Kuo, who has been
mentioned above, is an example and Mr Yan is anottieyou make money [in
trading], you would feel, it seems that, | am angia¥ou would feel it seems to

define [who] you [are].’

3.4.2.2.3 Passion

In any game, some participants are always moreusiastic than others. ‘Passion’
perhaps is the right word to describe this entlamsiecSome lay investors admit that

they have been overly preoccupied with stock trdiRor example, Ms Huang
admits that stock trading has dominated her life:
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[Y]our full spirit is caught up in. [The situatioig not it catches you; [the
situation] is [that] yourself cannot leave [it]. ¥lomind would always be

there.

For her, stock trading has been an exhaustingictivhe market information has
taken up almost all her attention, and she canivet ity up: ‘[I] can’t sleep well. |
feel [it is] not worthy.” This is the main reasamat Ms Huang is going to return to
the property industry in the near future.

This passion sometimes crosses the line into addidRou-Zhu admits she has

become a ‘trading’ addict:

[T]hat is, you are addicted to ... Sometimes, yowbhodo [trading]
because [you] want to ... Buy, because you want tg buen if [you]

don’t have a clear intuition of the [market] trend.

The passion for stock trading often occurs in degyepeatedly appearing and
disappearing, in a lay investors’ mind. For exam@ei-Yang feels the periodic

change of her passion in trading stock:

[lln some period of time, [| am] passionate and laujot [of stocks].

[However,] in current, [I] don’t have mood to buyam different in each

period.

In general, excitement, fulfilment and passion @@ emotions lay investors
experience when trading stock. These feelings [mgbare shared by professional
traders as well. However, a distinction betweensehéwo groups is that the
professionals tend to suppress their feelings ap#l ® be a pure economic figure in
the market (Zaloom 2006). By contrast, the majowty lay investors do not
consciously detach themselves from these feeliegseft for a few exceptions, such

as Yi-Hong), because these feelings are an intriglement of the ‘game’.

3.4.2.3 Gambling?
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The money, the speculation and the feelings oftem®nt, fulfilment and passion
reasonably cause some lay individual investorsaw stock trading as analogous to
gambling. Nearly half of my informants think that, least sometimes and in some
aspects, trading is like gambling. For example,Yang sometimes equates the idea
of gambling with the act of trading:

Sometimes, that feeling is like buying a lottergk&t. That feeling,
honestly, is like gambling. [I trade stock] just fan, [and expect it] can

make some money. | sincerely feel [stock tradinggriesting ... .

On the other hand, the majority of the intervieweesphasize that trading
stock is not equivalent to a casino game. A keferkhce is that stock trading is not

a double-or-quits game. Mr Zhang says:

‘[1] think [gaming] in casinos [is only] double aquits. However, when
you play stock, [if you] don’t borrow money to playse [your] own
money to ‘run’. In fact, [if you] only choose stablcompanies’] stocks
[to trade], you will not lose everything in the end

Dividends give lay investors the feeling of ‘safeapd reduce the feeling that

they are ‘speculating’. Receiving dividends distirspes stock trading from
gambling. Mr He explains:

You buy good stocks. [Even if] you are trapped tphat time, it still
provides dividends every year. Thus, | don’t th[tiading] is the same
as gambling.

3.4.2.4 Simulation game

In Taiwan, several financial websites and brokeragepanies occasionally hold

stock trading simulation competitions. Usually, dbhecompetitions are open to the
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public and the top ranks gain monetary prizes. Khid of simulated game to some
extent supports the social connotation of tradioglsas playing a game. Before Mr
Liu was twenty, the eligible age for an individual open a brokerage account, he
joined this kind of competition several times. Omseeven came fourth place in a
game, when he was a junior high school student.MioLiu, trading stock in the
simulation games and in reality are somewhat sinriieom the virtual to the real, he
continues to enjoy the feeling of ‘playing’.

Furthermore, many business schools in Taiwan peovelock market
simulation programmes to their students. Theserpromes teach the students about
the actual environment of Taiwan’s stock market laelgps them to learn and practise
trading skills. Like the trading competitions, timformation in the programmes is
real-time market information from the TWSE, but freeticipants use virtual money
to trade. At Yi-Hong's university, the lecturersastgly encouraged the students to
take part in the simulation programmes. Some ofl¥ing’s classmates performed so
well that they became famous amongst the studémtachieve good results in the
programme was seen as means to gain respect fiteagues.

Another informant, Shan-Zhu, who is a securitiealyst, also had a similar
experience when he was in college. At that timewhs a student investor and was
well-known in his department because of his outitam performance in the stock
market. Some colleagues who were also student torgesften discussed trading
strategies with him. This phenomenon perhaps eéuwtn the structural feature of
Taiwanese society: that is, a high proportion @& #dult population is involved in
stock investment. Thus similarly, when a group radrfds play the same game and
one performs better than the others, this persékely to earn social honour within

the group.
3.4.2.5 Future career
In general, student investors tend to adopt orggrae-playing attitude to trade stock.

Among the interviewees, all student investors aefitock trading as a contemporary
hobby, but expect it to development further. Foaragle, both Ms Wu and Cong-
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Ying consider trading stock as a present-day habioya plausible sideline business

in the future. Cong-Ying explains the reason:

For me, presently, [stock trading] is a hobby.He future, [it] probably
will become [my] sideline job. The [average] salary Taiwan is

relatively low. If [people] do not ‘trans-investtd use their salary to
invest], it is difficult to accumulate fortune onby the salary.

Due to the game-like emotional pleasure (e.g.jlfudnt) that they get from
trading, some student investors are determinechter éhe securities industry and

become professional traders. Mr Liu has made sutgteion:

[1] consider [stock trading] as [my] pastime ahe future career ... | am
very interested in that ... Even when [I] lost mongjystill felt ... How
to say ... [I was] not frightened by the loss and tedrto continue.

In summary, their ideas of trading as ‘a sidelinsibess’ and ‘a hobby’ reveal
that lay investors tend to construct another memtechanism, unlike the
professionals’ one, to deal with the risk factortiading. They also suggest the
meanings within the configurations of lay investoase drawn from social
conventions rather than economics. Various markegicds and alternative sources
of meanings of trading imply the variety and brage of the models @gencements

of lay market actors.

3.5 Assembling lay market actors

When lay investors define stock trading as a sigdtiusiness or a hobby, it suggests
that their trading activity is woven with other i&dies in their lives. In other words,
the agencementsof lay market actors would assemble in differemtlydlife
environments. The occupation of a lay investor htyigepresents this person’s main
daily-life environment; for example, the occupateymewhat determines a person’s

timetable, content of work and places furnishedhwitarket devices. | roughly
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divide the configurations of lay investors into fanodels according to the spatio-
temporal characteristic of their occupations: stidemployee, self-employed and
brokerage-office attender. The data is mainly drafnom the interviews and
collaborated with the observation of the last catggThese models just suggest
some popular models in Taiwan and do not encomphlssonfigurations of lay
investors. The function of the construction of #hewodels is to underscore the
characteristic of variety and bricolageagfencementsf lay market actors.

3.5.1. Students

The TWSE's daily session lasts from 9:00 to 13B@e trading hours clashes with
students’ morning classes. In order to catch thmeniate changes of shares prices
without interruption, Mr Liu usually carries hispi@p into class. He listens to the
lecture while at the same time giving some attentm his laptop screen, which is
displaying real-time stock market information tnamiit¢ed via the Internet.
Sometimes, when market fluctuation is particulabtive, he will skip class and
concentrate on trading. Mr Liu probably is an exteecase. The other student
investors rarely watch the real-time market infotiorawhile in class. Instead, they
usually make use of their lunch break to checkespaces and collect general trends
of that day’s market. In most Taiwanese universijtigo classes are held during the
lunch break, and the computer laboratories are @gestudents to use freely. This is
convenient for student investors, who want to wateh last-hour trading. The last
trading hour is usually considered an importantrhafuthe trading session, because
shares prices or the general market trend sometinaesatically change just before
the market closes. For many student investors kihgthe market situation at lunch
time has become a habit. Furthermore, some infasnary., Yi-Hong, tell me they
would use a little time to read the review of tle/’d stock market on the Internet
and put the next day’s limit price order into thdie trading system before going to
sleep.

The computer is the main market device for studilevestors to trade stock.
They tend to use computers to read analysts’ repootlect data of listed companies,

learn about the market, put trading orders, acoealstime market information and
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exchange opinions about the market with othersy Tiseially don’t watch the stock
market television channels, read financial newsgapa go to brokerage offices.
Computers connect them with the world of stockitrgdIn addition, a common
feature of the student investors is that they feadly visit online stock trading
forums to read information and other investors’nigms of market trends. Among
the many large stock trading online forums in Taiythe forum which is commonly
visited by these student investors is the Ptt. Plteis the largest Bulletin Board
System (BBS) in Taiwan, which is supported by then-profit BBS student
association of the National Taiwan University. Véhthe trend of BBS usage is
declining, the number of the Ptt users is growihlgs 20,000 message boards cover
nearly all the popular topics in Taiwan. Not susprgly, the Stock board is one of
the hottest boards. The Stock board’s contentsudiecinews, listed companies
information, knowledge of the stock market, anayskills, personal opinions of
market trends, shares and specific issues and idugils’ trading experience
(http://www.ptt.cc/bbs/Stock).

3.5.2. Employees

During the daytime, most employees are in theiceff and their actions are usually
supervised by company managers. Several informatdsme that a number of
Taiwanese companies block their office computersterhet connection to
‘distracting’ websites, such as Facebook and ordtoek trading sites. In addition, it
is also difficult for employees to use office pholees to place trading orders,
because the boss often patrols around. In thiatgiy employee investors tend to
use their cell phones to place orders. They eitlairbrokers or connect to online
trading systems via the 3G network. In the padiprieethe widespread use of cell
phones, Ms Zeng used to go out of the office amadgobrders by calling her broker
on a public phone.

Reading the newspaper in the morning, watchingkstelevision channels or
browsing the Internet news at night to collect tharket information is a common
pattern for employee investors, e.g., Mr He, Mr @hand Ou-Yang. The market

*8 The Ptt has over a million registered membersyal&D,000 message boards and around 150,000
visitors constantly on line in daily peak hourgghfwww.ptt.cc).
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hours overlap with most employer investors’ workimgurs. It is inconvenient for
them to keep up with real-time market informatidghpugh the information is
important for stock trading. Some websites whicbvpte real-time stock market
information, such as Yahoo (http://tw.stock.yahom(), are usually also blocked in

companies’ computers.

3.5.3 Self-employed, family-owned business membrtshomemakers

It would be expected that homemaker investors agpeaed to have the most
‘freedom’ for trading stock during working hoursedause their workplace is their
home. They are able arrange their working schettuleome extent and are not
supervised and regulated by other people during Wwark. Wuma'’s life schedule is
an example of a homemaker investor’'s model. Sheseésl to turning on a real-time
stock market television programme when the marksne. Usually, she does
housework, e.g., cooking, and watches the marketl|aneously. When she thinks
the share prices have hit her target prices, sheali her broker and place an order.
However, sometimes she is unable to immediatelgomds to market changes. For
example, in the middle of the market’'s opening Bpshe will need to go shopping
at the food market. After the market closes, shi eantinue to watch market-
analysis television programmes for one to two hours

In the past, Wuma traded stock in a brokerage affithis was very
inconvenient for her, because she had to traveldsst the brokerage office and
home and could not do housework and stock tradirtheasame time. The rise of
cable television in the late 1990s seemed a keprfac freeing many homemaker
investors like Wuma from the brokerage office. @altelevision conveys
inexpensive real-time trading information into theme. In addition, the telephone
recording system is another supporting device funémaker investors trading at
home. The system enhances investors’ confidencplaning trading orders by
telephone, as it assures investors that theirrtgadrders will not be ‘eaten’ by a

dishonest broker. The Internet is also used by dooneemaker investors to browse

% Although some employee investors’ office computesallowed to access these websites, e.g., Mr.
Yan, they usually cannot concentrate on the inféiona They have to handle their work and the
manager dislikes employees watching the real-timeksmarket in the office.
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the data of listed companies and access real-tince mformation. However, in
general, when using a computer, the person muat aitlesk. It is not as ‘flexible’ as
watching the television, which you can do whileoadoing housework. Thus,
homemaker investors tend to access the marketafown via cable television. The
computer with Internet connection is a kind of iatmt’ calculative device for
homemaker investors.

The trading behaviour of investors who are a parimfea family-owned
business, or who are self-employed, is somewhatlasino that of homemaker
investors. Many of them often do work and tradeclstsimultaneously. Family-
owned small and medium enterprises play an impontale in the Taiwanese
economy® The line between business and family life and lbendary between
office and home are blurred, because most of thié abhd shareholders are family
members (see Chapter 1). Thus, people who workeim family enterprises tend to
consider their workplace as a ‘semi’-home.

For example, Ms Lin is a partner and the bookkedper her family’'s
enterprise, a small construction company. In tlie@fshe occasionally keeps an eye
on real-time market information via the Internetidrades stock by telephone. She
trades stock overtly during working hours, becasise is a main shareholder of the
company. This is different to many employee inviestavho must be more stealthy
when trading stock in the office. Ms Hong is anotegample. She is a member of
her family’s business and usually the only persdrowtays in the office (other
members usually work in the field and sometimes wh&ks in the field as well).
Thus, she is used to switching on a real-time stoekket television programme
when she enters the office. When she stays in ffieepshe usually does the
company’s work principally and occasionally payseition to the television and

calls the broker to place orders.

3.5.4 Brokerage-office occupant

% According to the government's survey, there warerd,200,000 SMEs that occupied nearly 78 per
cent of employment in Taiwan in 2011 (SMEA 2012X)eTmajority of the SMEs are conjectured to be
small and medium-sized family businesses (Chen;198dih 1997).
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The development of technology has eliminated mogtareal reasons for individual
investors to trade stock in brokerage offices, astloned above. Real-time market
information and the reliable order-placing systeares accessible and often cheaper
outside the brokerage offices; thus, there mustther reasons for these people to
stay in there. This issue and the configuratiotapfinvestors there will be elucidated

in Chapter 5.

3.5.5 Discussion: integration of stock trading ideoly life

According to Zelizer's (1978, 2000) assertion, exmait activities must be integrated
into ordinary people’s existing webs of meaning awidarity; otherwise, they
would hardly be popular in society. Her study oé tiffusion of life insurance in
North America is one of the most perfect examplédse popularity, sociality and
social connotations of stock trading in Taiwan seemmpletely consistent with
Zelizer's claim. However, the role of technologydahe effect of social networks in
the process should not be ignored. As shown alibeejevelopment of information
and trading devices and the impacts of existingataelations are also crucial for
the diffusion of stock trading in society and thgegration of stock trading into
people’s daily life. It suggests that Zelizer'staual approach, Granovetter’s social-
network approach and Callon and MacKenzie's tedgiohl approach can
complement each other and all are useful to ikldstthe accomplishment of the

popularity of stock trading in Taiwan.

3.6 Summary

This chapter aims to examine the two charactesistit the agencement®f lay
market actors: the diverse and bricolage modelstlamdocial connotations of trade
with risk. The technological and institutional tsdmrmation of the market have
produced various available information and tradd®yices for lay investors and
therefore have allowed them to trade in everydaggs, though some of these were
unintentionally products of the exchange, techmgjaor other organizations, e.g.,

the illegal cable television companies. The conimmta of ‘trading as a sideline
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business’ and ‘trading as a hobby present andesgmt lay investors’ mental
mechanism and physical practices in dealing with rtrarket risk. The sources of
these connotations are drawn from social convesti@ther than economics or
professionality. Theagencementsf lay market actors are diverse, bricolage, non-
professional and correspond with alternative comtnmts of trade, compared to the
agencement®f professional market actors. However, in theckéy competitive
financial markets, would the differences betweea tino sets of th@gencements
determine the power relation between professiondl lay market agents? This is

addressed in the next chapter.
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Chapter 4

Asymmetric Calculative Capabilities

4.1 Introduction

The power of professional practitioners and layestoers in financial markets are
conventionally believed to be asymmetric. Finangtldies have provided some
empirical evidence to support this idea. For examnphrber et al. (2007, 2008) have
systematically examined the performances of differeategories of investors in
Taiwan’s stock market and found professional ptiacters, such as institutional
investors, generally outperform lay investors. Tésearchers argue that the result is
attributed to the psychological differences betwdbkase two groups. From a
behavioural financial perspective, both profesdicaad lay investors do not act
completely rationally in the market. However, sostdies (including Barber et al.’s
studies) argue that lay investors’ decisions, caegbdo professionals’, are more
likely to be driven by overconfidence, heuristitming effect, etc., and thus lay
investors are more likely to make ‘irrational’ matkactions, such as overtrading,
which severely damage the investment result (Baaiber Odean 2000; Allee et al.
2007; Barber et al. 2007, 2008). In other wordsséhstudies tend to believe that the
advantage of professional investors in the mar&stlts from their relatively solid
economic rationality, though they claim that, imgegal, all market participants do
not act fully rationally.

Sociologists tend to take another viewpoint to exa&nthe relation between lay
and professional investors in financial markets. daneral, they believe the
disadvantage of lay investors stems from the holreal market structure (Wu 2005;
Harrington 2012a). The uneven distribution of knedge and information between
classes of market participants is conjectured teegee the hierarchy in the markets
(Preda 2009b}* Wu’s (2005) study of the informational structufeTaiwan’s stock

®1 The argument that the hierarchical structure ef ritarket produces unequal positions for market
participants have been discussed in economic smpidle.g., Podolny 1993). Preda (2009b) further
examines the relation between market structuresisfiodmation. He categorizes market structures
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market and Harrington’s (2012a) study of the povetations of US stock markets
both take this perspective and gain similar conchss They assert the knowledge
and information of the stock markets are controlgdprofessional practitioners,
because the professionals have the advantage ¢esattte latest market information
and also have better knowledge to interpret therinétion. Lay investors, on the
other hand, generally are excluded from the ceotraformation production and
knowledge transmission. These studies’ viewpointes similar: information and
knowledge equate to ‘power’ in the stock marketd ky investors are powerless
due to insufficient information and knowledge.

Although behavioural finance and sociology seenyingéach different
conclusions about the causes of the asymmetry,ink tthese two viewpoints
complement rather than displace in illuminatiortto$ subject and both of them can
be incorporated into Callon’s (1998, 2008) theoryrmarket actors. The concept of
agencemenis the core of Callon’s theory and has been intced in Chapter 3. In
brief, from the agencementapproach, the market actor is a socio-technical
configuration with calculative capability which pemms economics (in a broad
sense, also including accounting, finance, etc.tha market. The market actor is
constituted of human beings and non-human entifi&sis, economic rationality,
knowledge and information all are elementagéncemenrdand they compose part of
the market actor’s calculative capability. In otlesrds, resulting from the different
configurations ofagencementprofessional practitioners are capable of perfiogm
better than lay investors in the stock market.

A contribution of theagencementoncept is that it renders a broad scope with
which to examine asymmetrical relations in finahawarkets; it also indicates
another crucial cause which is less emphasizecehg\noural finance and sociology:
the difference of market devices.

‘Market devices’ refer to ‘the material and discues assemblages that
intervene in the construction of markets’ (Muniesaal. 2007: 2). The concept
includes information systems, trading tools, eviadutramodels and all other non-
human entities which are necessary or helpful §@nés to calculate and exchange in
the market (Callon et al. 2007). Furthermore, I$&eiurk and his colleagues (2013)

into three categories: networks, groups and comtiegniand argues the different structures would
create different mechanisms of informational flovd &nowledge distribution.
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point out market devices are not always neural paghose-designed tools but
instead the uses and results of the devices vdhytine contexts. Particularly, market
devices (e.g., financial innovations) might be ud®d agents in a ‘dark’ way
(immorally).

Different classes of market agents tend to userdifit market devices, and the
functions, qualities and costs of these devices raoe the same. Thus, the
agencementsf market actors are less likely to be identi&imetimes, the different
configurations generate the asymmetry of calcudattapabilities between market
agencies and become a cause of the inequalitgimtrket (Callon 2008).

For example, after automated order-matching systesa® introduced into
stock markets, the configurations of the marketsehseen substantially reformed. In
these stock markets, to keep one step ahead aof pdinicipants by both accessing
share prices and putting trading orders more rgpallen within only milliseconds,
would create an arbitrage opportunity (MacKenziealet2012). Thus, the market
practitioners have an incentive to reduce the tngata transmission between their
computers and the server of the exchange. Oneeditisible means to save time is
to ‘cut’ the physical distance of the transmissibyp placing the company’s
computers as close as possible to the exchange/ers@his plan has been carried
out by large securities companies in the US andfigree competition for the
advantage locations has triggered soaring rentthenarea around the computer
server of the New York Stock Exchange (Financiahds 2010, 15 January: 18). In
other words, the location itself has become a ntadk®ice, which facilitates the
market agents in strengthening their calculativyeabdity; thus the agents who can
afford the expensive rental rate assemble ‘moregpimlV agencements the market.

The asymmetry of calculative capabilities betweeay linvestors and
professional practitioners is expected to be lathan the gaps among different
professional agencies. Normally, professional aggyan¢ members of organizations
and they represent these institutions to act in rtiegket. Supported by these
organizations, professional agents are given plefitgsources and time to perform
their market activities and achieve the maximum necaic results. These
organizational resources could transform into adegdnand specialist devices and

arrange powerful marketgencementsOn the other hand, lay investors tend to be
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limited to devoting their individual time and resoes to the market, because they do
not control organizational resources. Normallyythannot afford the advanced, but
expensive, market devices as those used by profedgractitioners. Therefore, the
calculative capabilities of lay investors are mikely to be inferior to professional

practitioners’.

4.1.1 Asymmetry ohgencements

Following the idea ofagencementCallon examines the market agents without
sufficient calculative devices from another asp&dtat helps them survive in the
market? In a competitive market, if there is noitoidal support, the majority of
disadvantaged agents are expected to ‘rapidlyisiokexclusion’ or generally ‘cease
to exist’ in the market. This idea indeed inclu@eset of questions: Who are the
sources of support? What is the supporting equiptétow do disadvantaged
market agents adopt and adapt the equipment? llornGalworks, he concisely
elucidates the ideas of sources and the suppoeggpoment by giving examples
(governments, NGOs and international organizatasthe examples of the sources;
policies, micro-enterprise and micro-debits develept programmes, information
and communication devices as the examples of thepeegnt) and focuses on the
adoption and adaptation of the equipment. In omdfuminate the different models
of the integrations, Callon proposes the conceppsasthesis antiabilitation as the
analysis framework (Callon 2008; Caliskan and Ga2010).

Inspired by Ingunn Moser’s (2005) and Myrian Win@isc(2006) works in
disability, Callon cites the market agents withaatrrect and sufficient market
devices as analogous to ‘disabled people’ and ¢jemta with proper equipment to
the ‘able-bodied’. He argues that ‘disabled peopi®uld become ‘autonomous
individuals’ (as the able-bodied) after overcomingaladjustment. The
configurations of readjustment are classified as prosthesis model and the
habilitation model. The concept of prostheses is used to ‘deseristrategy of filling
the gaps between unequal agencies’ and it refepsoding disabled people with
the equipment which is deliberately designed arslihacribed in it the course of

actions (Callon 2008: 44—6; Caliskan and Callon@®@13). However, prosthesis is
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not always necessarily helpful. In a disadvantagesnvironment, new devices such
as online trading systems might provide lay peapld more opportunities to lose
money in the market (see below).

The alternative idea dfabilitation is used to account for the environment that
‘shapes devices, procedures, and forms of orgaomgaaiming for the inclusion of
the disabled person in an interactive diagrafdabilitation’ is a French word that
means ‘to proffer a capacity to act to someone Wdgks it'. The notion of
habilitation is ‘to put the disabled person in a position térdeher own projects by
constructing theagencementgnabling her both to conceive them and accomplish
them’ (Callon 2008: 44; Caliskan and Callon 2013).1For Callon, these two
concepts indicate two distinct approaches for anatgymarketagencements

In the prosthetic conception, individual agencyembedded in devices
which define possible scenarios of action in ayaigid and restrictive

way. In the habilitating conception, the entitiegalved (be they humans
or non-humans) are more numerous, more diversifiede autonomous,
and less disciplined, while the individual is puitai position to be able to

interact with them in order to define projects. [{@a2008: 45)

Callon’s idea provides an insightful perspectivee@mmine the devices which help
lay investors overcome their disadvantages andabyse the different integrations
of the agents and the devices. In the literat@ahnical analysis skills (Mayall 2006;
Roscoe and Howorth 2009), investment clubs (Harom@008, 2012a, 2012b) and
online investment gadgets (Roscoe 2013) have bedicated as crucial market
devices for lay investors’ stock-trading activiteesd seemingly match up with either
Callon’s prosthetic ohabilitation model.

However, the difficulties of the application of ad’'s approach to the present
study is that the ‘utilities’ of those various dess are difficult to assess and less
evident; the reason perhaps also accounts for idayise of these devices is limited
in some specific groups of lay investors. Partidylathe market devices which
enable lay investors to calculate in the market taeddevices which enable them to

reach professional practitioners’ level of calcwiat capabilities are essentially
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different. Almost all the market devices which aggroachable to lay investors are
accessible to professional practitioners as wali not vice versa.

It also tempting to focus on specific tools frone tArge pool of market devices
and attribute the survival of lay investors to the@nline trading systems are an
example. Almost without doubt, online trading systeare considered a crucial
supporting trading device for the majority of canfeorary lay investors. However,
Barber and Odean’s studies (2001, 2002) point bat online trading systems’
convenience and low transaction fees incite lagsbors to overtrade, and indeed the
overall performance of online stock investors isesely damaged (worse than
phone-based investors) due to the accumulativenggambsts on the contrary.

In order to deal with these difficulties, | develap alternative strategy to study
the asymmetry: that is, to begin my investigatioanf the perspective of the
professional practitioners. First, | seek the caitiand exclusive devices (and
resources) which bring about the general advardégeofessional practitioners over
lay investors in the market. Secondly, | examine ‘tlestraints’ which universally
contain the power of professional agents to somtenéxand thus the gap of
calculative capabilities in the market are not edtl between the professionals and
the lay investors. Third, | examine lay investqosrceptions of the asymmetry and
their responses to this market structure.

This strategy is designed to analyse the maladprst@and readjustment of lay
market agents from thegencemenapproach, but also avoid the nearly impossible
work of encompassing and evaluating all market ces/iwhich have been adopted
by lay investors.

The data sources drawn on in this chapter are #meesinterviews and

documents cited in Chapter 3.

4.2 Advantages of the professional practitioners

Mr Wang, a stock analyst of a large insurance camwpa Taiwan, lists the most

important advantages of institutional investorse(type of professional practitioners)
in the stock market:

136



[An institutional investor controls] a large amouwrdftcapital, so it is able
to build a more comprehensive [investment] portfali. In addition, an
institutional investor has more resources ... [Sushirformation [and]
instruments, more investment instruments, more lavai investment
instruments ... data sets [and] [market] devicesvavee ... [Furthermore,

it] has more people.

In other words, the advantage of institutional stees in the market is generally
attributed to the configurations of more devicespimation, investment capital and
personnel. The contribution of the assemblage oplee(professional practitioners)
within a financial institution probably stems frothe synergy of the division of
labour and exchange of ideas between peers. Theication of this synergy and
specific market devices (e.g., office layouts) teeen discussed in Beunza and
Stark’s (2004) work. In this section, | will focus the first three factors: devices,

information and capital.

4.2.1 Equipment

In December 2010, | went to interview Wei-Qian,iasurance company trader, in
his office lobby. In the interval (of only a few mutes), | was allowed to enter the
office, a trading room pertaining to the investmdapartment. The trading room is
located in the headquarters building of the insceatompany. The time was during
the market hours. Dozens of traders with suits \gétig in the room. Some traders
were staring at their screens and some were tatkitigeir colleagues at either side.
Although the time was too short to observe theildetthe first impression of the
scene reminded me of the images of trading roomssrited in ethnographic works
in social studies of finance (e.g., Beunza andkS2804; MacKenzie and Hardie
2009).
In the trading room, desks are arranged in rowsh wach row including

several seats. Traders sit side by side. Eachhssatwo to three screens which are
displaying real-time market information, the traglirsystem, or some other

information. A keyboard, a telephone and papersseattered on the desk. Next to
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this trading room is a meeting room, which is usedthe venue for the whole
department’s daily morning meeting. Sometimes, stvaders use this meeting room
to discuss their trading strategies as well.

The trading room is a contrast to the places wimeost lay investors trade
stock, as mentioned in Chapter 3. It is apparegtt tthe room is a space specifically
designed for trading. The information and tradiygtems inside the trading room
are advanced and specialist market devices. Howegediscussed below, these
devices do not render exclusive services to prafeat traders. For example, the
time-consumption of data transmission in Taiwandlk market (that is, to receive
real-time market information from the exchange é&mglace trading orders to the
exchange) is the same for all investors. Profes$igmactitioners cannot take
advantage of a reduction of time consumption.

Financial models are one of professional pract#iehprominent exclusive
market devices. The financial models | discuss leee not academic works in
economics and finance. Academic financial models ased to account for
operations of the market by economic principlesgi@ally, this kind of model was
not designed for industrial purposes, though somth@m are popularly used by
practitioners in the financial industry (MacKen2i@08). In the Taiwanese securities
industry, financial models are thought of as anséasce tool to predict the share
prices of listed companies. The disposition of ¢hesodels is to associate share
prices’ volatility with various economic and indudat indices. This tool is popularly
used by professional practitioners in Taiwan’s lstocarket, particularly stock
analysts.

Construction of specialist financial models regsirthe combination of
advanced knowledge of finance and statistics, atd dets (including detailed and
comprehensive industrial and economical statistes)wvell as specific software and
computers. In brief, the models are a product ofgasional works. In the fieldwork,
no lay investor had told me that they had ever ds®uhcial models to analyse the
market. In this context, financial models are orfepoofessional practitioners’
exclusive calculative devices, and therefore the o$ financial models is a
distinction between the professionals and the asestors in market analysis. Mr

Wang explains the application and the restrairiinaicial models in his work:
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[To build] a financial model is [to facilitate] yoto understand the
operation of the company further. Then, in a ddfdérscenario, how will
the profit [and] operation of the company changeor. example, you
predict [the company’s profit] in next year ... Youaynhave some idea
about the trend of the market environment ... thendref [the]
economy ... Through a model, you are able to ... qfiajitie facts] that
affect the profit ... The figure [the predicted ptpfis outputted.
[However,] does it reflect the share price [in trext year]? ... [You just]
conjecture the share price through the [predicpdijit. [Even if] your
prediction of the profit is one hundred per centunate, the [prediction
of] share price may be not. Because, in the entia{wdetermines] the
share price is related to the evaluation [of theclgt from the whole

market.

Indeed, Wei-Qian has a similar comment on profesdistock analysts’ forecast of

the share prices:

[An analyst] can know the company. He [is abledsfimate the earnings
and other [company figures] in [the] next year, bah he estimate how

much [is the price] that people are willing to phase the stock?

The answer is ‘no’. All financial models or othewots are unable to precisely
predict the market, no matter how sophisticated eégeipment. The collection of
powerful calculative devices, e.g., financial magdelends to give professional
market actors an advantage in the competition efntiarket, but not the power to

‘prophesy share prices’.

4.2.2 Information

Professional practitioners tend to have the adgenta collecting market and
industrial information (Wu 2005; Preda 2009b). leeample, they are more likely
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than lay investors to receive listed companies’ated information (e.g., Yang 2003;
Wu 2005). However, in this case, this informatidrarsng is not an outcome from
advanced equipment but from social networks. Irwéai visiting a listed company
is a common way for professional practitioners,tipalarly analysts and fund
managers, to access that company’s latest infoomginterviewing data). Their
status as professional agents allows them to fretyueisit the listed company, talk
with the financial managers and investor relatidiiR) personnel, and view
manufacturing operations. Listed companies tendvédcome them and arrange
private visits for them, because they represemjeldinancial institutions and their
decisions will substantially affect the companigisare prices.

On the other hand, individual investors rarely htnig privilege. For example,
Sheng-Ji, an experienced lay investor, is usedatling listed companies to ask
information about their latest policies. Most comies would answer his questions
as clearly as possible over the phone. Howevesethempanies have never arranged
a visit for him.

Mr Wang is used to visiting listed companies anceag his visits are a helpful

tool for collecting information:

More or less it is still somewhat [useful]. You wduknow the
companies better ... [ljn fact, mainly when you vigicompany, [it] is
less possible to view the factories ... Frankly spegkfor example,
[even if you were allowed] to view the manufactwe the Taiwan
Semiconductor (TSMC), can you catch on [anything tfe
production]? ... [Thus, the main purpose of visitagcompany] is to
build renmai[ A i, personal network], to build a communicative chenn
Then, you can update information of this companyewahat [quicker].
[The channels usually] are the Chief Financial €ffi [and] the IR

[Investor Relations of the company].
Indeed, among the professional practitioners, thananetry of social status still

exists. Steven, an analyst from a securities cogpaoints out the issue of

discrimination. Some large listed companies onharage private visits for agents
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from large (influential) financial institutions. the agent’s company is not large (not
influential) enough, the agent must wait until &estuled group visit is arranged (for
professional practitioners only).

Furthermore, Steven emphasizes that the informationided by the company

managers is sometimes not reliable:

For example, when we write an analysis report, wé fellow the
guidance provided by the company’s [informant] taitev ... [If]
generally he deceives us ... The situation happesguéntly that the
analyst is deceived [by the company’s informanthriyl times you would
find later that the trend of the share prices cetgly differs from what

the analyst writes.

In Callon’s discussion ohgencementand the asymmetrical power between the
market actors, the effect of the social netwonkasemphasized. However, the social
network’s influence in individuals’ economic penfieances has been underscored by
many studies (see Granovetter’s review 2005). il ¢hse, a listed company’s most
recent information, which is transmitted througle thersonal network, is valued
dependent on the informer’s status in the market,thus it an obvious advantage to
be a professional practitioner. The networks sona¢wdtrengthen professional
agents’ calculative capabilities. However, as Steeephasizes, the information
from this type of personal network is not alwaybatde; fraud and failure occur
sometimes. As sophisticated market equipment,dbmlsnetwork is helpful but still

unable to let professional investors always makditgrin the stock market.

4.2.3 Investment capital

Professional investors trade organizational prégryecapitals or collective capital of
clients’ assets in the stock market. Essentiallysfoictly speaking), the managed

investment capital is not a part of market deviftee investment capital is not a
component of the calculative capabilities of prefesal market agents). However, it
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fosters the performance of tlegencement®f professional market actors in two
aspects.

First, the large size of investment capital is acessary element for
constructing some trading strategies. For exanWgkg;Qian, the insurance company
trader, is in charge of managing an approximateB$100 million investment fund
in the stock market’'s financial sector and a US$1fillion investment fund in the
futures market; the other five traders in his ‘finel stocks’ team all manage
similar-sized investment funds. The size of theestient funds allows Wei-Qian to
hedge (reduce risk exposure of) the equity in tbefgio by taking an opposite
position in futures. He often uses this means doice the asset portfolio’s volatility.
The size of investment capital is a marked distmcbetween institutional investors
and lay investors. Normally, hedging is not a felesstrategy for most lay investors,
due to their limited amount of capital.

Secondly, the investment capitals are not theskeitsd own money, and it is
helpful for them to insist upon economic rationaii their decision making. Like
most traders in the market, Wei-Qian’s salary m&eid to the performance of the
investment portfolio. However, he thinks the feglia still different to trading one’s

own money in the market:

You are not very afraid of losing money, so youreistiment [decisions]
are more likely to go back to [follow] rationality. [For example,] a
sanhu [lay investor] has [a total of] 100,000 dollarssets and takes
500,000 dollars to play [trade stock] ... [That p&ijswill have large
pressures. ...The money [investment capital] of intinal investors is
companies’ money ... Because [it is] not my own moneyit] doesn’t
mean [l] don’t care ... [but I] can make decisionsrencationally ... |
think even the most excellent professional tradmer'tckeep the same

[rational] mood when the investment capital isdws money.
This idea is consistent with the findings in beloaval finance and elucidates one of

the reasons why lay investors’ market decisionsaoge likely to be driven by

psychological bias.
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4.2 .4 Further discussion: insider information

The ‘advantageous’ market devices reported indbdgion are all ‘legal’ ones. These
devices tend to facilitate professional practitisne frequently outperforming lay
investors in the market, but not always. Howeveruaderscored in Erturk et al.’s
article (2013), the dark side of market devicesushoot be overlooked. A powerful
but infamous device in stock markets should beushetl in this discussion: insider
information.

Nowadays, insider trading is a universally illegahduct, because the activity
undermines the fairness of the market. Howevevag not the case before the 1980s.
Insider trading was not prohibited in many courstia@d to profit from it was treated
as a form of compensation for managers and empé9@de number of countries
which set insider-trading laws increased obvioustyn the 1980s and these laws
quickly became common in stock markets worldwidewiirk and Robertson 1998;
Kitch 2000; Bhattcharya and Daouk 2002).

Though both professional practitioners and lay stwes have chances to
access insider information, professional practérsn probably have more
information channels and earn more profit fromdesitrading, due to their social
connections inside the industries and large amoainitsvestment capital in general.
For example, SAC Capital (the US$14 billion Walie®t hedge fund) was recently
accused of insider trading. According to thmancial Times SAC has regularly
maintained 30 per cent annual returns since th&<2®d seemingly confounded
efficient-market theories. The government allegesl @astonishing overperformance
of SAC was partially attributed to insider infornmet (Financial Times 26 July
2013).

With regard to Taiwan’s stock market, almost all Iavestors agree insider
information is one of the most powerful market ‘@&’ and incidents of insider

trading are often heard about in the market, thanglder-trading regulations were

®2|n 1934, the US first set insider-trading regulati The next country to do so was France in 1967,
Britain followed in 1981. In 1989, the European Gouomity Insider Trading Directive was passed,
and all EU countries were required to establisidarstrading regulations. For example, Germany and
Italy established the laws in 1995 and 1996 regpeygt(Newkirk and Robertson 1998; Bhattcharya
and Daouk 2002).
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set in 1988 and the first prosecution took placky anyear later (Bhattacharya and
Daouk 2002). The circulation of insider informatidny lay investors has been
discussed in Chapter 2.

Similarly, the professional practitioners also thimsider information is
powerful and commonly used in the securities ingugtor example, both Shan-
Zhou and Zong-Wei (a financial adviser) considaidar information is much more
useful than other analytic devices and tradingteiies. Steven conjectures that
insider trading remains popular inside the industegause the regulations are not
strict and comprehensive enough and thus the patpet can easily find loopholes.
However, the situation may start to change. In 2GE¥eral fund managers were
sequentially prosecuted for insider trading and e@ieaded guilty @hina Times
2013, 9 April), suggesting that the use of insiddormation, the most powerful
market ‘device’, is becoming ever more risky.

Unfortunately, due to the limitation of the dataiststudy is unable to examine
the circulation and popularity of insider inforn@ati amongst professional
practitioners, and therefore the possible asymmatrythis aspect between the
professionals and lay investors cannot be analydedever, it is worth exploring

this issue further in future studies.

4.3 Restraints

Analysis devices, information networks and investtreapital facilitate professional
practitioners to occupy an advantageous positiorthen market. However, the
advantage is restricted. Several ‘restraints’ awnfihe professionals’ superior
calculative capabilities to some extent and theeetbe gap between professional
practitioners’ and lay investors’ calculative cajiibs remains but is not necessarily

widening.

4.3.1 Market system

A reduction in the time consumption of data trarssion, particularly incorporated

with high-frequency trading systems, is one of mthest powerful market tools for
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professional practitioners in the US stock markEisancial Times2010, 15 January:
12). However, this is not the same case in Taiwacording to the interviews with
traders, brokers and analysts, professional invedt@ave not been able to take
advantage of this aspect. That is, the time consompf data transmission between
the exchange and each investor, whether profedsiotey, is practically the same.

A contingent factor which produces this equilibriusy the design of the
TWSE’s automated order-matching system. The TWSEdnced the computer-
assisted order-system in 1985 and then upgradedystem to the fully automated
order-matching system in 1993. Indeed, it was dnihe earliest in the world (Jain
2005; TWSE Monthly Revie®05: 14, 2011). Due to technological restrictiahghat
time and in order to maintain the consistency efttlading pattern between the two
systems, the exchange decided not to adopt a’‘ftdiytinuous trading model in the
new systemTWSE Monthly Revie®95: 14-16, 2011). In the beginning, a round of
each match was 90 seconds. During this 90 sectimelsnatching execution did not
follow time priority but price priority. In other erds, within the time period,
whether the order arrived at the first second erl#ist second, it would not affect its
sequence in this round of matching. With the impraent of the computer system
and the increase of trading volume, the time ofprdatching has gradually been
reduced until it is at the present time 20 secqretsround TWSE Monthly Review
595: 14, 2011).

Under this condition, there seems no room for tari@trage. To place an order
‘physically’ quicker does not gain any advantageha market, which may be the
reason that the high-frequency trading system basdte advantageous speedy data
transmission, as found in Wall StreBtrancial Times2010, 15 January: 12), has not
been introduced into Taiwan. At least, it has neerb heard by any of the
interviewees that any market participant in theustdy has established the high-
frequency trading systefi.

In fact, to reduce the processing time of orderemag from 20 seconds to
milliseconds has not been a technological problentHe exchange. Since 2010, the
warrants trading in the TWSE has shifted from 2€3s€s-a-match to the completely
continuous trading system (a match within milliset®). It was an experiment for

% n the interviews, the professionals in the semsiindustry have a rough idea of high-frequency
trading systems, but they usually know about themgh foreign financial news reports.
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the exchange. ‘Public reaction’ about the new wdsatrading system would

determine the date when the exchange will introdilee completely continuous

trading system into the stock market. Accordingnéavs reports, it is expected to be
introduced in the near futurE&¢onomy Daily New8 June 2010; Wang 2011).

4.3.2 The government’s attitude

‘Public reaction’ is a crucial concern of the TWSHlecision making. The lay
investors’ opinions seem to be the main ingredadripublic reaction’. Like many
stock exchanges formed after the Second World Warestablishment of the TWSE
was directed by the government and its main purpese to promote economic
development (Chiang 1991; Lavelle 2004). To dabe government is still the
largest shareholder, has the right to appoint t8® @nd directs the TWSE’s policies,
though the TWSE is in name a ‘private’ corporatideng 2009: 281-2). For
Taiwanese people, the TWSE is more like a publtitution rather than a private
company (interview data). On the other hand, theSB/8 employees seem to
consider themselves as civil servants rather tharking for a private company, and
‘to implement government policy’ is often mentioned the oral history of the
TWSE staff TWSE Monthly Revie893-7, 2011).

Another reason that the TWSE is thought to be eoredl about lay investors’
reactions to any new policy, such as the introductif new trading system, is drawn
from conventional political interventions in Taiwanstock market. The huge
number of stock investors in Taiwan (almost halftbé adult population) has
determined this group would be an influential ‘slam politics. The government
seems to want to please (or at least not alienat@nger) thesanhu(small, lay
investors). A prominent example is the conventidngdanpolicies (Hsu 1999; Deng
2001; Huang 2001; Lu 200%.

% Hsu (1999), Deng (2001) and Huang (2001) all athaéthe KMT party endeavoured to maintain

their position as the ruling party after demociaian, so the government intervened in the stock
market and raised share prices to please indivithvaistors. In other words, the intervention was a
strategy for election mobilization for the KMT parHowever, these researchers only study Taiwan
in the 1990s, the early years of the democraticntegThey do not mention that the intervention

policies have not changed since the party rotaiio2900 and 2008.
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The terms hupan (F£#%), is a very popular slang term in Taiwan’s stock

market. Hupan literally means ‘to protect, rescue or maintalre tsituation’. It is
used to describe the action, ‘to intervene in tioeks market for maintaining share
prices, especially after a downturn’. This termeafappears in the news and reports,
and also has been used in academic financial stdig., Ma, Zhan and Hu 2002).
In general, the purpose for government interveniicthe stock market iswupan.

The first time that the Taiwanese government irgeed in the stock market
was in 1965, at the time of the plunge in world augrices. At the same time,
Taiwan’s stock market crashed with the collapséhefTaiwan Sugar Corporation’s
share prices. The government closed the markdefodays and instructed the state-
owned banks to purchase the shares until they eeedy(Lu 2003: 55).

To the present day, there have been dozertmpénevents in the history of
Taiwan's stock markét One, for example, took place in October 1988. Buthe
continuous falls in the market, groups of lay inees from all over Taiwan had
planned to demonstrate in front of the TWSE bugdihe demonstration was
postponed only the day before it was to be heldabse the TWSE’s director
privately passed on a message to key members afrthups in which he promised
the market will ‘satisfy everybody’ soon (implyirtgat the government withupan
on that day) and asking that the demonstrationdoeadled. The market rebounded
that very day and the demonstration was called(Offited Evening News22
October 1988: 3).

‘Small-investor democracy’ perhaps is an apt teéonrdescribe the political
power of Taiwanese lay investors. It seems lesssiplas that the government
(including the TWSE) apparently favours professigmactitioners in policy making
or intentionally creates an institutional opportyrwhich would allow professional
practitioners to ‘overwhelm’ lay investors by supercalculative capabilities. The

% Lu (2003: 55-64) has compiled a list of the goweent’s main interventionsh(par in Taiwan’s
stock market from 1965 to 2000. According to Liépart, the Taiwanese government’s interventions
in the stock market can be divided into two stagdwe first stage is from 1965 to 1988, and the
second one from 1990 to 2000. During the first statpiwvan was still an authoritarian regime. The
government was used to instruct banks, especiatg-®wned banks, and push ‘big’ stock investors
to enter the stock market to purchase shares. Ptine second stage, Taiwan has been a democratic
state with liberalized, privatized and deregulafedhncial sectors. The government changed to
instruct the state-controlled funds to enter tloelstmarket to purchase shares. The foundationeof th
National Financial Stabilization Fund was an impattoccasion. The function of this fund is to
‘stabilize’ Taiwan’s stock market; in other wordlsis a professionaliupari fund.
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relations between politicians and financial elitesTaiwan remain close, and as
evidence, a number of political corruption scandalsecurities industry have been
reported, as in many other countries (Peng 200%irtdpion 2012a). However, the
voice from lay investors (representing half of thé&al amount of votes) cannot be

ignored and the government seems wary of alienatirajngering them in any aspect.

4.3.3 Regulation

Compared to institutional investors, ‘trading untiess regulation’ is an advantage of
lay investors in the market, though most lay ineestseem not aware of this. In
general, institutional investors’ market activitie under stricter regulations. Take
the case of Wei-Qian, for example. As a traderafdisted insurance company, his
investment portfolio cannot include the stock aktimsurance company and other
companies of the same conglomerate because offiectohinterest.

In addition, he and his colleagues’ trades ardylite conflict with each other’s
action and they always must negotiate and reacmaggreement. In this company,
six traders are in charge of financial stocks itwmesit and each trader manages an
independent portfolio. The investment of the whotenpany on each stock has a
legal cap: 10 per cent of the overall shares. Wthercompany holds over 5 per cent
shares of a financial company’s stock, the compagt announce to the public
every 1 per cent increase in the share value. Thadraders must always add up the
shares of each stock of each person’s portfolioctmformity to regulations and
negotiate who can purchase more when all the adave a similar positive idea
about investing in a certain company.

It is impossible that they always have the saméenss of shares prices of
stocks. However, they belong to the same institaibel an institutional investor is
forbidden to do reverse trading of the same stacksne day. It means they must
choose only ‘on the buy side’ or only ‘on the satle’ of each stock in one day. If
coincidentally some traders plan to purchase saweks but other traders plan to
sell the same stocks from their portfolios, theyehto negotiate whose trades will be
active on that day and whose trades will be onteralay though each of them think

the same date is the best timing for their tramsacSometimes share prices change
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dramatically between the two days, and thus postgahe trade will probably have
hurt at least one of these traders’ performances.

Furthermore, most institutional investors are rilmvwaed to ‘leave’ the market
completely even if the assets managers expect Hrkemis going to decline. The
proportions of cash in their assets are regulateldcapped by the companies and the
government. For example, the proportion of caslassets of mutual funds is not
allowed to exceed 20 per céfitShan-zZhu, a securities analyst and former fund

manager, cites the 2008 stock market crash asan:

In [20]08, the most awkward thing which [I] encoergd was that [I] had
known it [the market] would fall, but you could nigiad to buy]. [I] had

to select the one [whose price] would decrease fless a hundred, a
thousand stocks. Those stocks, [I] had known [thdes] would lose
money. [l] had to buy [them]. It was very painful just because of the

contracts of the mutual funds ... .

In Wei-Qian’s department, conventionally, the cpsbportion of the managed assets
is around 10 per cent. In a market plunge, theynatgell all the stocks, keep the
cash on hand, wait for the rebound and then eheentarket again. In contrast, lay
investors are able to freely convert all their kfomto cash if the market plunges and
reduce the damage of their asset prices’ decline.

Institutional investors’ actions are under moreora@us regulations and
sometimes this affects their performances. Thaes of the reasons that a number of
the professional interviewees insisted that layestors still have opportunities to

‘compete with’ institutional investors in the matke
4.3.4 Market efficiency
The inequality in professional and lay market a&ta@alculative capabilities in a

financial market is linked to the discussion oftbcdndom walk theory and efficient-
market theory. The core idea of these theoriekasif the market is efficient, then

% The percentage is inscribed iR€gulations on the Management of Collective InvestnTrust
Funds (http://www.selaw.com.tw/Scripts/newsdetail.asp260060910).
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securities prices should always fully reflect allagable information and that
therefore price movements can only be caused byim@nmation which makes the
price changing unpredictably or randomly (Fama 19850)%’ In other words, any
analysis skill or any analysis tool should not deamarket participants to
continuously defeat others in a stock market. Thiisthe professionals own
obviously superior calculative capability, no matidue to calculative devices,
knowledge, or information, does it suggest thatrtfagket does not work efficiently
and the professionals could always overwhelm tgeifaestors and that the latter
would drift out of the market?

An interesting contest held by th&all Street Journalperhaps provides a
useful clue about the evaluation of professionatptioner’s calculative capability.
To slightly test the efficient-market hypothesise fournal held a game to compare
the performances of a small number of stocks sEdeby the professionals and a
similar number of stocks selected by randomly thngwdarts. From 1990 to 2002,
the professionals defeated the darts 87 times iR @&dntests. In 1999, the
newspaper’s readers had also been invited intgdinee. Overall, the professionals
outperformed the readers as well (Jasen 2002).dDblj, the game is not a robust
academic research study. In the academy, the a¥enpance of a number of ‘hot-
hand’ mutual fund managers is somewhat evident, that ‘reasons’ for their
superior performance are still under debate (&Cgwhart 1997; Wermers 2000;
Malkiel 2003).

The result is somewhat consistent to the argumettti® study. Professional
market actors tend to posses superior calculataygallity in the market, but the
advantage is not ‘strong’ enough to allow themwin® (outperform) every time in
the market. In other words, the market remainscigffit’ to some extent. Wei-Qian’s
comment on his job elucidates a professional gracér’'s idea of the ‘efficiency’ of
the market:

[T]he characteristic of [stock] investment is titds very hard in the first

year when you enter [this job]. After you have ddtrading] for ten

®" Indeed, the debate about the existence of theieffimarket hypothesis in the market still
continues in academy. Particularly, the attack flm@havioural fiancé is very fierce (e.g., Shill€03;
Malkiel 2003).
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years, [the work] is still as hard as your firseaye.. [You would get]

more experience if you have done [it] for a longere, but it does not
ensure that you, the experienced [person], would eere than the less
experienced person ... So the thing [performancegig unsecured [the
experience is no guarantee of the performance]ay,ogou do well, do

smoothly. What you do is completely correct. [Hoee}y the same
strategies may not work in the next year ... Becalswme prices are

share prices, stock analyses are stock analyses.

The market is still somewhat efficient and fairl Alarket participants are destined
to face market uncertainty, and professional irorsstdecisions and strategies are
not always ‘right’. This is another restraint oketlkalculative capabilities which is

underscored by professional practitioners.

4.4 Lay investor’'s perceptions and responses

Rational individuals will not enter a stock markehen they expect they almost
surely will lose money. If the inequality of profésnal actors’ and lay actors’
calculative capability is so overt, why are so méany people willing to engage in
stock trading rather than investing mutual funtt& flunds managed by professional
practitioners)? Lay investors’ perceptions of thstitutional investors’ advantage in
the stock market perhaps give us a clue. Theseep@oos are not necessarily fully
consistent with theories and findings of academtadiss or professional
practitioners’ understandings, but the perceptionast render lay investors
somewhat confident in the market competition ancllifate them in developing
useful strategies to respond to the advantage stitutional investors. Otherwise,
they would not have thought of entering the mactketause it seems impossible to
compete with professional investors) or would hkefethe market already (because

their strategies were not at all workable).

4.4.1 Perceptions of the advantage
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In general, lay investors do not consider professigractitioners to have superior
trading skills in the market. For example, Shengsserts this argument by his
observation of professional practitioners’ tradinghe market:

Institutional investors are not always right. Sames, [they] sell [stocks]
at the lowest points [lowest prices] and buy [s&)}ckfter [the prices]

have grown a lot.

In Taiwan’s stock market, the daily statistic rep@amnounces the sum of each
stock’s trading volume. The report discloses thanges of shareholdings of the
three categories of institutional investors: desglesecurities investment trust
companies, and foreign investors. The data doesevetl the sum of the shares of
each stock held by each institutional investor. Eeer, the data seems enough for
many lay investors to interpret institutional inkggs’ trading strategies and to
evaluate the overall performance of this groupmiany lay investors’ perception
(though it doesiot mean their perception is correct), the calculatapabilities of
institutional investors don’'t seem to be outstagdiRrofessional market actors’
sophisticated devices and professional financiallkadge are not considered by lay
investors as super-powerful weapons in the mar&etpetition. For example, Ms

Zeng is inclined to suspect the expertise of psitewl practitioners:

Their expertise is financial expertise. All [thesajperts do not conform
to the expert in the stock market. | think there doctors of science,
engineering and medicine, [but] there is no doofatocks. | really think

SO.

Her suspicion also suggests that many lay investoessomewhat confident
about their trading decisions. At least, they teadconsider their capability for
market analysis is not inferior, even if not superito professional practitioners’

analyses. Sheng-Ji elucidates the ‘reason’ focdwdidence in his securities analysis:
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[If] it [the institutional investor] employs ten ijalysts] ... [there are]
2000 stocks [in the market] [and] he [an analysf to study 100 stocks.
[Would my understanding of the stocks] be infetimhis [the analyst’s]
if [I] only [study] one [or] two stocks? Is it reasable? Even | am not as
clever as him [the analyst], [but] | only study diog] two stocks. Who

will win? Even [if] | am not as clever as him.

On the other hand, most lay investors still condédé institutional investors occupy
an advantageous position in the market. They atgaeadvantage does not stem
from professional practitioners’ calculative capiépimost lay investors seemingly
deny it), but from their investment capital. Moay linvestors agree that their huge
amounts of investment capital are the institution&estors’ key advantage. ‘The
stock market is still where who has more bulletp[tal]’, Ms Qiu says, ‘[will easily]
be the winner.” In this situation, ‘we can’t plagtter than it [institutional investors]’,
Ms Huang says, ‘its capital is [huge] enough.’ Ratarly, the prices of many small-
cap (small-market-capitalization) stocks are eaadifgcted by institutional investors’

trades. Ms Hong says:

Because they [institutional investors] have morevg¢stment] capital,
[the institutional investor] may be able to makee[share price] up and
make it down. It is powerful [for] this [reason]h@& ‘powerful’ doesn’t

mean it is really [any] good in analysis.

Mr Yang suggests another benefit of institutiomaleistors’ large investment

capital:
Usually [unfavourable] political factors would [irapt institutional
investors] as well [as individual investors]. Howevtheir [institutional
investors’] capital is abundant and [the money] tenplaced in [the

‘trapped’ stocks] for a long time ... until releasdgavourable news.

4.4.2 Strategies
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In lay investors’ eyes, huge investment capitdhes main advantage of institutional
investors rather than their calculative capabditidn contrast, they believe
themselves to be modest participants in the mabetause the amounts of their
capital are too small to affect the market trend. drder to survive in this
‘unfavourable’ market structure (from the individuavestors’ perspective), the

adoption of proper trading strategies seems keyZh&n says:

| think the interesting part of [trading] stocktisat sanhu[lay/individual
investors] havesanhus strategy anddahu [big playersf® have dahus
strategy. What youspnhuneed to] do is to grasp the best timing.

The best ‘timing’ for lay investors is to preciseagtch the rising ‘trend’ in the

market. They tend to ‘sit on’ the ‘trend’ and takéttle benefit from it. Mr Yan says:

[We] just [want] to share a small cup of soup [aegai of the action]. [We]
only follow the trend to act [trade]. [Lay invesspthave to understand.
Don’t think [misunderstand] yourself are very exest. Don’t think [you]

can act [trade] against the trend. [We] only cay waen the wave is

coming you are going to surf a section on the way.

To make a profit by surfing on the ‘trend’ is notare strategy. The momentum
effect (the tendency that rising share prices rammaiing and falling prices keep
falling) has been attested in finance (e.g., Jeggidand Titman 2001). The similar
strategies are popularly used by UK and Austrdbgrstock investors (Mayall 2006;
Roscoe and Howorth 2009). However, from the Taiwaray investors’ perspective,
the ‘trend’ is highly connected to big players’ ians in the market. The rising

‘trend’ is created by ‘money’ and institutional #stors’ trading is one of the main

% Dahuoriginally denotes the ‘powerful’ individual inviess who have large amounts of money (see
Chapter 2). However, with the growth of institu@dmvestors in the TWSE, the connotatiordahu
includes also institutional investors in some cgise because both types dhahu control large
amounts of investment capital.
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sources producing the trend. Thus, to trace ingiital investors’ trades has been a
common trading strategy for lay investors.

‘We follow others [institutional investors] to prase,” Wuma says. ‘[The
strategy is to] ride on others’ [big players’] sedehair.” Mr Liu has a similar
comment. Many analogies are used by lay inveswrdescribe their relationship
with the institutional investors. ‘[We] are somewhsimilar to the small fish
alongside the whales,” Guang says, ‘[we] eat tlediovers.’

To follow institutional investors’ trades and takeiece of their action is what
many lay investors expect. ‘[I] am satisfied witts{ picking the crumbs on the side
to eat,” Zhi-Chun says. In particular, they regiylaemind themselves to be humble
and not to be greedy. They are like a person githim a walking ‘giant’s shoulder,
taking advantage of his quick progress, but in @éaraj being injured if the giant
makes an unpredictable move. Therefore, they shdwd on the giant’s shoulder

for too long. Rou-Zhu says:

‘[ S]anhu... have to ride on the right vehicle which is movivgfore the
wind. Otherwise, [they] wouldaolao [be trapped up in the market] ...
When foreign institutional investors [start] to doinfsell shares], you
start to be trapped ... [If] you don't take the pt¢fight away] ... don't

flee, when others [institutional investors] starsell, you are trapped up.

4.4.3 Reasons to trade

If lay investors agree institutional investors qegan advantageous position in the
market, why do they not invest mutual funds (a tgpenstitutional investors) rather
than trade by themselves? In finance, a numberffaient-market theorists have
argued that passively managed index funds shoulthddest investment vehicles
for individual investors (e.g., Malkiel 2003). Ohet other hand, some financial
studies of market anomalies have suggested overpahce of some ‘hot-hand’
actively-managed mutual furiife.g., Carhart 1997; Wermers 2000). However, in
the interviews, most lay investors are less intetesn putting money into either

% From the interviewed lay investors’ perspectivedits is not given to the managers’ outstanding
trading skills, but to the advantage of the hugewamts of funds.
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actively managed stock mutual funds or passivelynagad stock index funds,
though most of them think they are in a relativdigyadvantageous position in the
market.

Actively managed stock mutual funds are commonlgrelated to gupaio
jijin” (BEEEEL 4 ; stock funds) orjijin’ (£, funds). The first four actively
managed stock mutual funds were launched in 198&gR2009: 127-8). On the
other hand, passively managed stock index fundaadchave a long history is in
Taiwan, and many of them are exchange-traded f(l&@&) as well. In 2003, the
first index fund (also the first ETF), ‘Taiwan T&® Fund’ (usually called?; & 50;

Taiwan 50’), was listed in the Taiwan Stock Exchanghttp://www.p-
shares.com/page2.htm). To the present day, thevarab0’ is the most well-known
index fund in Taiwan. In January 2013, there wetetal of 172 domestic actively
managed stock mutual funds and 16 domestic pagsivehaged stock index funds
in Taiwan (http://www.sitca.org.tw).

High cost, slow return and the feeling of insequate the three main factors
that impede the popularity of actively managed rauttock funds. In Taiwan’s
stock market, trading costs are not high. Brokefages charge individual investors
normally 0.07-0.1425 per cent of the value perdradd 0.1425 per cent is the
maximum cap. In contrast, the cost is much highemvesting actively managed
stock mutual funds. The purchase fees are norn@adly¥1.5 per cent of the value.
Furthermore, the fund companies would charge apmately 1.5 per cent of the
value as the annual management fees. In summaeyfes that mutual fund
companies charge are normally several to ten titnescost of stock trading fees.
Thus, the funds are not attractive to many lay stwmes. For example, Guang thinks

trading stock is a more ‘economic’ means to invest:

Funds ... [The] administrative fee is [an additiooast] ... It [the value]
is possible to drop as well. Indeed, its invesigects [the stocks] are
similar to your [portfolio]. [You should] invest byourself rather than
you give [money] to him [the fund manager] to inves [I] don't say

[the investment] controlled by myself [traded by saly] would be
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[surely] better. [I] just say [the fund] charge®{y an additional cost but

it doesn’t guarantee you a profit.

The slow return on stock funds is another concéfeel [the values of] funds [grow]
very slowly,” Rou-Zhu says. A diverse portfolio stbck funds could reduce risk but
also reduces the potential return of investmenis &a reason Sheng-Ji declines to

invest mutual funds:

| just concentrate ‘firepower [money]. [The potifo which is] too
diverse can't make money. [An investor] should @niate firepower
on one to two [stocks]. Eggs [should] be put in basket. However, you

have to watch out. Don't let it fall down.

Emotional insecurity is the other factor. Lay intes tend to feel secure when
they can ‘fully control’ trading. ‘Fully control’ mans that they can decide the
amount of capital and the objects (stocks) in emahsaction. In particular, few
individual investors have direct personal relationth the fund manager. For some
individual investors, the manager is just an ‘unknostranger’. Cong-Ying says:
‘[The speed] of earning is too slow [mutual funds].addition, [I] don't feel secure
giv[ing] money to a stranger to invest.’

Furthermore, the incomplete transparency also hindsme individual
investors’ trust of the stock funds. The portfobd mutual funds are only fully
disclosed in seasonal or annual reports. Mrs Kalikés this feature of mutual funds:

Because, funds, we don’t know them. They, fundsydinted] by the
American, are not good. Funds are always packagesfund packs it,
and packs that, and packs that ... We don’t know wdrat really

purchased inside [the fund].
For the same reasons, some interviewees do nosehadex funds as their

investment vehicles. For example, Mr Liu is noenessted in index funds, because

‘the volatility is too small ... the movement [groWtls too slow.’ Similarly, Yi-
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Hong, one of a few informants who ever investedhia ‘Taiwan 50’, has already
shifted the capital back to stock investment. fhkhit [the growth] was a little slow,’
he says, ‘although its risk was really lower.’

Furthermore, insufficient knowledge of the conceptd how the products
probably is another crucial reason which hindems popularity of index funds
among lay investors. Compared to trading stock,wtuch lay investors are
accustomed, investing index funds is a brand-neea itbr most of them. The
majority of the informants hesitate to invest imstkind of product due to that. [l]
don’t know [it],” Zhi-Chun says, ‘so [I] don’t buft].’

4.5 Summary

Based on thagencemendpproach, this chapter aims to investigate thenasstry of
professional practitioners’ and lay investors’ cédtive capabilities in the market.
Advanced and specialist equipment, the latest mnédion of listed companies
transmitted through social connections and a laagwunt of managed capital
strengthen professional practitioners’ calculatbapabilities and facilitate them in
occupying an advantageous position in the marketwdver, their superior
calculative power is restrained by the market systthe government's attitude,
regulations and the market's efficiency. Thus, thap between professional
practitioners’ and lay investors’ calculative caitiibs remains but does not expand
any further. In lay investors’ perceptions, the amteage of professional practitioners
in the market is mainly drawn from the large amsuwftinvestment capital available
to them rather than superior analysis skills, whectable them to influence shares
prices to some extent. Following this belief, aattgy popularly taken by lay
investors is to ‘track’ professional practitionetsades and follow the rising trend
created by their trading. Though lay investors awersthey are in an inferior
position in the market, they are less interestethwesting actively managed stock
mutual funds (managed by professional practitiondtge to their high cost, slow
return and emotional insecurity, and passively-rgadaindexes funds due to
insufficient knowledge about them and slow retuvtarket devices are always in

progress with technological development and roatgasychical places. The shift in
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the social meanings of financial places is somewasdociated with market
technology. The socio-technical dynamics of brogeraffices, which are the most
important financial places for lay investors, via# investigated in the next chapter.
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Chapter 5

Brokerage Offices

5.1 Introduction

In Taiwan and China, where individual investors dwate the stock markets (see
Chapter 1), brokerage offices are the key placegyded for lay investors to trade
stock. Symbolically, brokerage offices work as a@aa@onnecting ‘virtual’ financial
markets and lay people’s daily lives. Practicallyey provide an exclusive and
specialist financial space for lay investors. Imsoways, they are arguably one of
the most important financial market places.

Financial market activities are rooted in physisphce and social context,
whether in exchanges or securities companies. Abeuarof anthropological and
sociological studies focusing on trading floors aradling rooms have provided rich
information regarding professional agents’ undemditags of finance, market actions,
social norms and personal relations, which comppaets of financial market
activities (e.g., Baker 1984; Abolafia 1996; Kn@etina and Bruegger 2002; Preda
2012). Financial market activities are conducted ‘iogrket actors’, that is, the
configuration of human beings and equipment, aedrrket actors are embodied in
space and shaped by that space. Through ethnogralpéervation, the crucial links
between financial practitioners, technological liies and layouts of trading rooms
have been recorded and reported in social studiésamce (e.g., Beunza and Stark
2004; Zaloom 2006; MacKenzie 2009: 10-12; MacKeanie Hardie 2009).

Compared to the number of studies of trading flcamd trading rooms (the
professional practitioners’ market spaces), as sdmve, brokerage offices have
received limited attention in social science. Gai®l(1997) and Hertz's (1998)
ethnographies of the Shanghai Stock Market are éxoeptions. Though the
structural characteristics of China’s stock marketsthe focus of both studies, they
record first-hand information of Shanghai’s brolgraffices in the early 1990s. For
the researchers, the crowded brokerage offices ¢fulay investors) represent the
unique stock market culture of China. Both Gamblg’997) and Hertz's (1998)
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reports provide plenty of data about how Chinesikdmage offices operated over
twenty years ago and help us analyse the sociaveadlthanges of the markets.

Brokerage offices are one of the best fields tastine interplay between lay
investors, market devices, activities and spadiancial market£® The reason for
this is not only because brokerage offices aretjoally open to the public and thus
it is feasible to make ethnographic observatiomsethbut also because the offices’
characteristic as a ‘semi-public’ space make tipdgees a particular socio-technical
constellation with blurred boundaries between dfitiancial spheres, a situation
which is rarely observed in other financial spaces.

The intention of this study was to examine the reldr social/financial
boundaries and the repeated shifts between socidl raarket activities in
contemporary Taiwanese and Chinese brokerage sffiemd to discuss the
connections between these phenomena and the dymamiigurations of market
participants, devices and space. This study argired the socio-technical
configurations ‘inside’ brokerage offices are assiwol with the technological
development of market devices ‘outside’ these @ade the past, the brokerage
offices were the places exclusively equipped wilpesior information and order-
placing systems, and almost all classes of laystore were used to trading there. To
date, the transmission of real-time market infororatand trading orders are no
longer tied to brokerage offices. The lay investatso tend to trade in brokerage
offices have been a specific social group. Blursedial/financial boundaries and
repeated shifts between social/market activitiessehdecome a highlighted
characteristic of brokerage offices.

The data mainly was drawn from observations anehiews (see below). An
additional contribution of this study is to providéhnographic data of contemporary
Taiwanese and Chinese brokerage offices, incluiisghand recordings of on-the-
spot lay investors’ market actions and social exdtgons, and brokers’ work. To my
knowledge, this is the first ethnographic studyTaiwanese brokerage offices and
the most recent ethnographic work of Chinese basleoffices within the past ten

years.

' In addition, some social studies of lay investoih ethnographic observations have been
conducted in investor clubs (Harrington 2008) anaekstor exhibitions (Roscoe 2013).
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The structure of this chapter is as follows. Thst @& this first section will
summarize the concept of boundaries in social studf finance, the Shanghai and
Taiwanese brokerage offices of twenty years agd, tae fieldwork. The second
section will then introduce the layouts, deviced dacilities of contemporary
brokerage offices. The following two sections witicus on the main actors in
brokerage offices — brokers and lay investors — amalyse their work, activities,
interactions and properties. The shifts and bouesdadretween social and market

activities in this space will then be discusse&éttion 5.

5.1.1 Socialf/financial boundaries

Is there any distinct boundary set between finanaiml social spheres? From a
broader perspective, boundaries are often set esidrted to segregate financial and
social activities. For example, the boundaries betwthe stock exchanges and the
outside world of society are though of as a measesl by groups of professional
financial practitioners to maintain the exclusiviti/the market trading, according to
Preda’s (2009a) work. These boundaries occur imowsraspects: geographical
boundary — buildings whose purpose is exclusivelyrharket exchanges; network
boundary — closure status groups of exchange memkaowledge boundary —
financial profession; information boundary — markdbrmation accessibility. Due
to these boundaries, lay people are preventeddifggsional practitioners to directly
access the markets to do deals. To engage in stadikg in the US in the early
twentieth century, lay investors had to rely onhbwiformation mediators, such as
tickers in brokerage offices, and human mediasush as brokers (Preda 2009a). In
other words, boundaries facilitate professionalctiianers in strengthening their
domination of the financial sphere.

Furthermore, the boundary between the economicespad the social space
tends to be consistent with professional finanagents’ mental separations between
economic and social actions. In order to maintaeirtprofessionality, boundaries
are often used by traders to exclude social assvi{social life) from financial
activities, e.g., trading (their jobs), through diéng each space. The strategic set
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includes defining market space, setting boundasied separating economic and
social activities.

In Zaloom’s (2006) study, she finds traders tendlédine trading rooms or
trading floors as a ‘pure economic’ space for magations only. When traders enter
this ‘economic’ space, their perspective demandsttiey transform themselves into
‘economic men’ or ‘market animals’, which means devote themselves to
maximizing profits in market transactions. Sociatleractions, social activities and
personal relations among themselves would be sdsgenintil they leave this
‘economic’ space. In their minds, the ‘social’ beds to the outside world and
should not be ‘brought’ there. The lines are cléathis financial arena, they would
fight each other in order to get the best pricesl social attachments might cause
them to fail in the market.

Compared to professional traders, lay investorshgms have another
connotation of social/leconomic boundaries in brageroffices, because they are not
expected to act in the market with an idea of naammg financial professionality.
To observe lay investors’ market and social actiondrokerage offices and to
understand their definitions of the space wouldphed to give more detail to the

concept of social/financial boundaries in this area

5.1.2 Trading crowds in the twentieth century

In 1992, Hertz went to China and witnessed theyedalys of the Shanghai stock
market. She was impressed by the groupings of ithaia} stock investors there and
applied the term ‘trading crowd’ to describe thekecording to her, this ‘crowd’
mainly consisted of two categories of individuatestors:sanhu(small players) and
dahu (big players). The brokerage office lobbies are mhain places whergsanhu

gather:

Long lines of people waiting to buy and sell stoskgled into the streets
outside the many stockbroking offices scatteredughout the city ...
large crowds straining to catch a glimpse of compusicreens in the

brokerage lobbies, smaller crowds gathered in esrdaliscussing the
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market’s activities, and other even smaller grogpiangaging in various

forms of deal-market. (Hertz 1998: 71).

Gamble (1997) provides other ethnographic data taibdividual investors andhao
gupaio(stock investment) in the 1990s Shanghai stoclketain his article, he gives

a detailed description of the Shanghai brokerafieeolobbies at that time:

The crowded ground floor of each securities tradiegtre was where
‘small hu’ chao gupiao, unheated in the freezingten, stifling in the hot,
humid summers. The latest share prices were disglay a large black
electronic screen, the audience peering anxiouslyha constantly
changing red figures, making careful notes and cdatns. Shares
were bought and sold over a counter. These plaadsali the noise,

bustle and excitementgnao) of more traditional markets. (1997: 190).

Indeed, in 1980s Taiwan, a similar scene was tovieessed in brokerage office

lobbies. A contemporaneous Taiwanese newspapeiteepo

‘Share people’ who come early can occupy seats.ldtbeomers have to
stand up. Some carry their own chairs into the yol8ome look at the
screen through telescopes. Share people’s fagmessions change with
the figures on the market screen. When stockshkitupper limit, they
cheer and clap. Their happiness express appar&uaige concentrate on
recording each market movement on their notebodksme use

calculators with pout.United Daily News14 September 1989b: 22)

In addition to lobbies, VIP rooms are another inbt@ot space in brokerage offices
where individual investors would gather. As the avOYIP’ indicates, this place
wasl/is fordahu (big players).Dahu can ‘watch market movements on computer
terminals directly linked with the Exchange’ andage their buy and sell orders
directly with brokers assigned to the room’ (Hek®98: 136). Gamble also described

a typical VIP room having ‘comfortable seating, aonditioning, individual
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computer terminals loaded with systems to analyzkteace share movements, and a
receptionist who used a “hot line” to phone diréztthe SSE [Shanghai Stock
Exchange] to buy and sell shares for members’ (1997).

In Taiwan, VIP rooms became popular towards the ehdthe 1980s.
Originally, the provision of these rooms was a ne#irlg promotion used by newly
established brokerage companies to attract thetslith high trading volumes. VIP
rooms were not always ‘uncrowded’ places. A VIPmowith a reputation for great
fengshuimight attract dozens afahuto sit in a tiny spaceEconomy Daily News
1988, 28 November: 9).

Why do Shanghai lay investors prefer to trade stodkokerage offices rather
than choosing alternative trading systems? Herés dwt directly discuss this issue
in her book. However, she views in parallel crowdedkerage offices with other
cases of lay investors’ groupings, such as crowsdtets and informal groups (1998:
155-62). Following the theme of her study, cultdagtors seem to be answer to this
question. The Chinese characteristics, which steam fChina’s specific history,
seem to be the best explanation. Hertz thinks éhatitarian ideology which grew
from social and political movements in Communisir@hfosters the fever for stock
trading. Furthermoreguanxj which means ‘relation’ or ‘connection’ betweeropke,

Is an important component of traditional Chineselety, and is a main channel for
the flow of information (Hertz 1998). Following Heis thinking, the combination of
these cultural factors is distinctly related to firenomenon of the ‘trading crowd’.

Gamble’s idea is similar to Hertz’s, but he thitkss phenomenon is mainly a
result of the market’s characteristics. He expliataims that Chinese characteristics
are the main reason why individual investors arkingi to crowd into brokerage
offices (1997: 188-9). According to Gamble, Chinateck market is a highly
‘emotional’ market.Shiqgi (energy of market) andenqgi (popularity) of the stock
market are the two main components. To feel the&ketdbuzz’, which is created by
the participants, is very important for stock inees. Attending the brokerage
offices and catching the ‘talk of the masses’ imlvior stock trading in China. A
news report in 1980s Taiwan also stated a similaa:i that to collect information

and to feekrenqiin the stock market were the main reasons whyiddal investors
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were willing to visit crowded brokerage offices andaily basis Economy Daily
News1988, 20 July: 9).

However, do Taiwanese and Chinese brokerage offetam the same picture
after the introduction of new communicative teclogyl in recent years? (See
Chapter 3 and Appendix 5.1.)? Technology has betednas a key factor in the
transformation of the financial markets’ structufesg., Knorr Cetina and Preda
2007; MacKenzie and Pardo-Guerra 2013). To compaecontemporary ‘trading
crowds’ in Taiwanese and Chinese brokerage offiegh the depictions in the
earlier literature would help us to understand tingpact of technological

development in Taiwan’s and China’s stock markets.

5.1.3 Entering the field

The X branch is the place where | did most of mgastation work. The reason |
chose the X branch as my main field was simplemlaclient of this brokerage
office and am acquainted with some of the employteese. It seemed easier to
explain why | was concentrating on writing noteshe brokerage lobby, if someone
guestioned my behaviour.

This branch is a major branch of a total of 49 bhas of the S brokerage firm.
The S brokerage firm and the bank | worked for dmglong to the S holding. There
is a close business relationship between the Xchramd the bank branch where |
was. Therefore, | knew two brokers and a managéneoX branch and | opened my
stock account there.

Afterwards, | found out there are several advargaige make my detailed
observations in the X branch. First, | was abledtect data about the activities in
this place from both observations and interviewse ihterviews with the broker and
manager enriched my knowledge of the lay investwwl® are accustomed to
spending time there and the social relations antibeign. Another advantage is that |
could use the X branch as a model to compare tiiterdrokerage offices. It helped
refine my awareness of the subtle but substanfferences between each brokerage
office.
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When | informed my broker and the manager that lldait in the investing
lobby to make some observations, they immediatelg e that this is not a
problem and | could stay there as long as | neeltetheir words, brokerage office
lobbies are a kind of public space and almost ererys welcome to visit. Normally,
people are allowed to stay there during market ioewven if the person is not a
client of the brokerage firm. They are not required produce an identity or
membership card, or any other document in ordeotoe through the office door.
This is consistent with my understanding of a brage lobby; that is, it is a quasi-
public space.

Although | am a client of the X branch, | had neleen to their offices before
beginning my observations. The first time | entettaeel offices, my first impression
was how small was the investment lobby. After salvdays’ observations, | found
the total number of lay investors there averagedirad 15, and did not reach 20
during my fieldwork. As well as the X branch, | @lsisited other three brokerage
offices in Taiwan (two in Taipei and one in Tainancity in southern Taiwan) and
two in China (one in Shanghai and one in Hangzlaoaity 200 km south-east of
Shanghai). Indeed, in another brokerage officedipdi, | was also surprised by the
narrow space of the investment lobby. The lobbg sizthe third brokerage office |
visited in Taipei was a little larger, but like tbéher lobbies in Taipei, only several
people were in attendance.

Mrs Kuo, a lay investor in Taipei, told me thatyfthree, four, to five’ people
usually sit in the investing lobby of her brokeragfice and she is one of them.
Presently, the most crowded brokerage office inpd@iabf which she knows is a
major branch of a brokerage firm close to her hoMest of the time, there are
around fifty people there.

In contrast, the sizes of the brokerage officebaman (Taiwan), Shanghai and
Hangzhou (China) are more spacious. The lobbiethede brokerage offices still
retain a kind of hustle and bustle. However, thewre no queues around the
counters and the lobbies were not always full wihésited. In general, the scenes of
brokerage offices in China now differ from Hert{5998) and Gamble’s (1997)

descriptions of earlier times.
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During the fieldwork, whether in Taiwan or Chinasdemed to be a stranger
and attracted many other people’s attentions inhttekerage offices, which are
supposed to be open to all stock investors. Howédweas apparently different from
others. | am too young, compared to them. Mostheflay investors that | met in
these brokerage offices were between 50 and 6Gs y&dr The obvious age gap
between us highlighted the difference between tlagyd me. Most of the time,
people just looked at me for a moment and thenimoed with their business.
However, some people came very close to me, wataled | was doing and their
facial expressions revealed their curiosity. Acaogdo their expressions, it seemed
that someone like me was not expected to be irptace.

In Hangzhou, twice people directly asked me, ‘Whe you?’ and ‘What are
you doing here?’ One was the security guard witrang Mandarin accent. | told
him that | had come here to visit the branch managbe second time | was
questioned by two female lay investors. While | vpd®tographing the investing
lobby’s facilities (having received permission fraime branch manager), the two
women nervously asked me, ‘Are you a journalist?/\&te you taking photos? Will
you put the photos on the newspaper?’ It turnedtluait they were housewives and
did not want their husbands to know that they fesded the brokerage office. Their
anxiety eased after | explained the purpose of hmtgs: that they would be used
only for academic purposes and people’s faces @pliotos would be covered.

In brief, my fieldwork experience went beyond mgyious expectations. | had
rarely visited brokerage offices before this studithough | had not had extensive
personal experience of them, the term ‘brokerafjees was a familiar one for me
as it would be for most Taiwanese people. As adcHildidn’t grow up in the
brokerage office, but both of my parents are layegtors. My image of such a place
was formed by dramas, news stories, books, peotEiikand my limited experience,
and in my mind was close to Hertz's (1998) and Gaial(1997) description: a
crowded, noisy large space.

Mrs Kuo remembered the scene in her brokerageedffienty years ago:

[At that time], all [the brokerage offices] werellf{of people]. [Many
people] had to stand [in the lobbies] ... Some pedmeause there were
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not enough chairs there, brought their own chairdn..the past there
were many [people] in our place [the brokeragecefBhe usually stays],
crowded with people. Now all [the people] are gone.

The contrast between the contemporary situation theddescription of previous

brokerage offices suggests the essential transtamaf this field.
5.2 Office layouts, devices and facilities

As many previous studies have emphasized (e.gnhZzeand Stark 2004; Zaloom
2006; MacKenzie and Hardie 2009), financial adigtare strongly associated with
the architecture of market places. Partitions auodifies of a market place determine
the disposition of financial activities held thefde allocation of space and facilities
in contemporary Taiwanese and Chinese brokerageesftan give us an impression
of these places. During my fieldwork, | sketcheé thyouts of three brokerage
offices. Here | only use the layout of the X brarmshan example (see Image 5.1),
because the principles of allocating partitions setting facilities were similar in all
three offices. The meaningful differences betweanohebrokerage office will be
discussed in the following section.

As will be seen, the configurations of brokeragices are associated with lay
investors’ market actions and social interactiolmormation devices allow lay
investors to access real-time market informatiomem®plan space designation
facilitates the exchange of information and opisioamong lay investors, and
between lay investors and brokétspw-seats and supplementary facilities favour
lasting intensive social interactions among theneufiza and Stark 2004); by
observing, participating in and talking about theck market spatiotemporally, the
offices’ occupants become a temporary communityofKrCetina and Bruegger
2002; Preda 2009a).

It is not difficult to replace these two functiookthe brokerage offices with communicative media,
such as online trading systems and Internet for(ses Chapter 3). However, as will be seen, for
some groups of lay investors, other communicathgdstare no substitutes for the social functions of
brokerage offices.
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5.2.1 The X branch

The X branch is located on the first floor of a epercial building. As the office
layout shows, the X branch does not have a largestiment lobby. There are only
six benches with 24 seats in the hall. The benfdwmsa white wall upon which real-
time market information is projected from 8:50 atm.1:35 p.m. This covers all of
TWSE's trading hours, which are from 9:00 a.m. t801p.m., and nearly all of
TWSE's futures market’s trading hours, which arenfr8:45 a.m. to 1:45 p.m.
During market hours, the lights in the lobby amalied. It feels as though you are in
a theatre and watching a play on the screen (sagdrb.2). When the lights come on
and the projection becomes blurry, it is similar tbe end of a show.

‘Shanchanghuijia(§435[2]27) means ‘the show is over and the audience is raady

go home.’ This term is used by some lay investotfié lobby to describe the feeling
when the lights are switched back on and peopleeeparing to leave (see Image
5.3).

To prevent last-minute market manipulations, theSBAétops delivering real-
time trading information during the last five miestof trading and collects all orders
during the time to do call auction trading. Thegmge and mechanism are similar to
the call auction when the Paris Bourse closes (B&ani2007). The information on
the screen is frozen from 1:25 p.m. to 1:30 p.md at 1:30 p.m., it shows the final
market result. When the time is entering the fiftimute prior to the last five minutes,
the branch begins to broadcast a talking-clock aud$peakers in the office. This
broadcast lasts five minutes, until 1:25 p.m. andimilar to hearing the time count-
down on New Year’s Eve. This countdown is to remamdthe-spot investors how

much trading time they have leftZuihouyipan (&% & — %) means ‘the last

game/round/bet’, and is a popular phrase used iy lay investors and brokers
during the count-down.Kaijiang' (Bd4%) means ‘the lottery result is announced.’
This term is used by lay investors to describe rflease of the closure market
information, which is the result of the last fivanmtes of trading. Both metaphors
are adopted from gambling terms, implying the saniies between gambling and

trading stock in some individual investors’ consigness. Several interviewees
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subsequently taught me similar phrases: the stakenhis like a legal casino; the
government, who charges stock trading tax, istlikecasino owner.

Two other signals remind lay investors about tlusute of that day’s market.
First, when the lights come on, the cleaner betprsveep the lobby and empty the
dustbin. During this cleaning process, the peopéesi on the benches are forced to
move. The cleaner would have usually cleaned ueraheas in the brokerage office
earlier, and now he pauses to give his attentiothéofinal minutes of the market,
like the other investors. Afterwards, he goes daatontinue cleaning.

Another signal is the loud hum from the printersteA the market closes,
brokers need to print records of all their clierttsinsactions, which will be edited
and reported to the headquarters. The noise freeraleprinters simultaneously lasts
for minutes and can be heard in every corner obffiee. The lights-on, the clean-
up and the noise are the three signs which inditegeclose of the day’s stock
market trading in the brokerage office.

The information on the projection screen includesrs dealing prices, dealing
volumes, bid prices, bid volumes, ask prices ardvatumes. It also displays the
points of stock-index futures, TWSE levels, ovenalarket trading volume, the
current largest dealings, and the chart of indeselleand volume that day. The
information rotates by in seconds.

In contrast to many Western stock markets, in Taiaad China, rising share
prices are shown in red and falling share pricegrigen. This is because red in
Chinese culture is considered a lucky colour ansymbol of good fortune. At
Chinese New Year and in wedding ceremonies, redrdgons are used in people’s
houses, in order to bring fortune and luck to tbenb. On the other hand, a person
whose face has a greenish tinge is usually coresidarperson with an unhealthy
condition or in a bad mood. Therefore, a sentench as ‘allsanhu faces turn iron-
green after the whole stock market becomes greeoftén heard from the television
when the market drops.

There are ten open-access computers in the X beataby for individual
investors to access market information. Two conmgudee close to the door, three to
the right of the south-facing counter, and the otinee to the left of the counter.

Only three colours — black, green and red — anglayed on the monitors (see Image
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5.4). These computers’ programmes are fixed andctimeent is provided by an
information service company. The computers only pupinformation about
Taiwan’s stock market. As well as real-time mark&brmation (which is also
shown on the projection screen), the computer carralso search for information
about each listed company. The data include compankgrounds, finances, related
news, share price histories and the proportion @finnshareholders of listed
companies. As for information about the TWSE, histd indexes prices, trading
volumes, breaking market news and prices chartava#able on the computers.

This information is also easily accessible outdiue brokerage offices. Two
financial channels on cable TV provide real-timéormation about Taiwan’s stock
market. The televised market information is simi@athe information shown on the
projector screen in the investing lobby, but muarerdetailed. There is not only the
silent rotation of share prices on the screentelevision anchors narrate breaking
news and highlight significant changes in sharegwior indices during live
broadcasts. In addition, the television channeistandifferent stock analysts to
comment on contemporary market trends, provide idiate trading suggestions and
report their recommendations of listed-companieseshfor that day’s market. This
type of market analyses, due to during trading $ioare calledganzhongjiepan(#x
Hifif%), or ‘panzhongfenki(#% 1 4347). There are many televisgnzhongjiepan
during the limited 4%-hour market time. As well th® mid-market analyses, the
television channels also provide pre-market and-p@sket analyses.

On the other hand, the data which is accessiblen fiioe brokerage office
computers can be accessed through the client'sesliock account as well. After
the clients open their online stock accounts agd 81, the same data is accessible
on the brokerage firm websites. Furthermgathoo.tw.and other financial websites
provide the same data and information. People cmesas them without any
difficulty even if they have never opened a stockcant.

As well as the main service — that is, the delivefyreal-time market
information — the brokerage office also providesngnather facilities for its clients.
Two financial newspapers, several of the latesestment magazines and some
vouchers are available, displayed on a rack. Nexhé rack sits a drinking water

dispenser, with free tea bags and disposable cngsm The toilet is open to the
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public in every brokerage office. Moreover, at ¥dranch, the kitchen is open not
only to the staff, but also to clients. Everyonaliswed to store their lunch boxes in
the refrigerator and to use the microwave overgraic which is very convenient
for lay investors, especially after the extensibtrading hours in 2001.

On 2 January 2001, the TWSE extended its marketsheovhich had been 9
a.m.—12 p.m., to 9 a.m.—1:30 p.m., due to the implgation of ‘two-day weekend’
system in Taiwan. The additional trading hours oeekdays were used to
compensate for the cancelled Saturday trading h@@eesnomy Daily News3
January 2001: 3). After this institutional changiee market hours overlap with
Taiwanese people’s conventional lunch hour, whigans the brokerage companies’
employees and lay investors now have lunch togatisete the brokerage offices.

Starting at 11 a.m., some employees and lay inkesiegin to leave the office
to buy lunch to bring back to the office. The mar&an fluctuate very rapidly, so
these people usually spend very little time buyurgeh. Others queue in front of the
microwave oven to heat their lunch. Some lay inmessleave the office, while others
stay put and probably have lunch after the marketes.

Most Taiwanese people are used to having hot riceodles for lunch. Rice,
noodles, soup, dumplings, bread and other snackbedound on the staff tables,
the counter and the benches. At noon, the brokeoffgee is full of mixed food
smells. Some brokers answer clients’ phone callgleweating rice. Some clients
stare at the screen with a bowl of noodles in thaird. During these moments, the
investing lobby seems more like a canteen thanam@ial market space.

In Taiwan and China, most brokerage offices havecigp VIP rooms.
However, the form and size of the VIP rooms in ebotkerage office are hugely
divergent. In the X branch, there are only thregasste VIP rooms. Each room is
only allocated to onéahu (big player). My broker told me that one of theeth is
not only a substantial individual investor, butcala professional investment
consultant. He uses the VIP room as his office ramg his business from there. In
fact, these VIP rooms are just like ordinary pamitrooms in an office. Inside the
VIP room, there is only a table, some office chaascomputer and a phone. The
programmes of the computers in the VIP rooms agesttime as those in the lobby,
though there is an exception in tdehus VIP room at X branch: he has cable TV
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where he can watch other investment consultantsl analysts’ mid-market
comments. This television is inaudible in the irtregslobby.

The staff space in the brokerage office is sepdrai® three small areas. The
staff area located on the south side of the inngstobby is the ‘broker area’.
Brokers and order clerks sit in this area. Anottaff area on the west side of the
investing lobby is the ‘administrative area’. THerks here are in charge of clients’
account opening, changing and closing. The emptoyd® handle accounting and
general services also sit in this area. The namtlséaff area, which is next to ‘VIP
room 1’, is allocated for the brokers who are ete#d in the cooperative bank
branches. Usually, they only stay in the office o morning meeting, so this area
IS quite often empty.

Although the distance between these staff areamlig several metres, the
atmosphere of each area is visibly different. TheKer area’ and the investing
lobby seem to belong to the same space. Duringehadurs, investors and brokers
in these two areas frequently interact and shaeenthrket atmosphere together.
When the market closes, most brokers leave theeoffnly a quarter of an hour after
their clients. The lights in these two areas arelhg switched off at the same time,
and by 2:30 p.m., both areas have fallen into dzs&n

In contrast, the employees belonging to the ‘adstiative area’ seem to be
insulated from the market. They deal with paperwstéadily through the office
hours, and their calm attitudes never seemed tanfleenced by the market

participants’ emotions, no matter how excited qordssed.

5.2.2 The differences between the brokerage offices

Including the X branch, | visited six brokerageiadt for my fieldwork. These
offices share many similarities in their designategiouts and their facilities.
However, some of the differences are obvious andhwaiscussing.

The devices used to display real-time stock marketmation are the focus of
investing lobbies. Compared to the projector scieghe X branch, in the brokerage
offices in Tainan, a combination of tens of CRT mhans comprise a large screen to

show market information. Some of the monitors digplive broadcasts of stock

175



television channels. In another brokerage officeTapei, information display is
mixed, with both a projector screen and CRT moagi{@ee Images 5.5 and 5.6). In
Shanghai and Hangzhou, large electronic displaglpaare erected in the investing
lobbies (see Images 5.7 and 5.8). The panels ntadma tooks like the brokerage
offices in Taiwan decades ago (see Chapter 3).

When 1 visited the brokerage investing lobbies mai&hai and Hangzhou, a
device there really drew my attention. They lookke ATMs and a large number of
them were located in the corners of investing lebl{iimage 5.9). | had never seen
these machines in Taiwan, and had never come aanyssiention of them in books
and articles which I'd read. Liu-Ji, a client maangf a Shanghai brokerage branch,
was surprised that | had not known what these mashwere. They are called
‘zizhuweituofi ( B B1Zz5E1%, self-service order-placing machines) or ‘P.O(Boint

of Sale). They are designed so that lay investansptace on-the-spot trading orders.
A client inserts/swipes their magnetic account datd the machine, enters their
account pin number and types on the keyboard toepdn order. According to
Hertz’s (1998: 71) and Gamble’s (1997: 190) desicms, in the 1990s, long queues
in front of the counter were common in Chinese brafge offices. Lay investors had
to wait in the investing lobby to hand their stdckding orders. However, in current
Chinese brokerage offices, there are only a fewplgetw be found leaning against
the counter. After the introduction afzhuweituojiinto the brokerage offices, lay
investors would receive their magnetic account ocateen they opened a stock
account. The invention of this automatic order-plganachine is an example of the
technological development of market devices in @sistock markets.

In general, the number of lay investors in eactwaaese brokerage office is
obviously less than the number in each Chinesedbagje office. For example, only
10-15 people at any one time would be in the X draduring my fieldwork period.
Even in the brokerage office in Tainan, the mostwcled investing lobby | have
witnessed in Taiwan, the number of people was sttl as many as in any of the
Chinese brokerage offices. The size and numberdBfrdoms in China is also much
more than in Taiwan. In Chinese brokerage offitleste are ‘super’ VIP rooms for
thedahu(those individual investors who bring in the highmonthly income for the

branch) and ‘middle’ VIP rooms for thehonghu(those individual investors who
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bring in the next highest monthly income). The lenalge offices | visited have many
dahurooms and a largeghonghuroom. Adahuroom is shared by several people.
The equipment there is similar to the equipmerd ®P room in the X branch, that
is, they are furnished with desks, office chairsl @omputers. Thehonghuroom
looks more like a university computer laboratorypzbns of people sit one by one
and each person has a computer which is allocatelninh or her. Each seat is
separated by a low board on the desk (see Imady.30h the other hand, in a
brokerage office | visited in Taipei, there is molépendent VIP room; instead, there
is a VIP area in a corner of the office. The altmra is like the allocation of a
zhonghuroom in China, but there are no borders betweats §see Image 5.11).

The affiliated facilities in each brokerage offiaee also slightly different. For
example, in the Hangzhou brokerage office, the diraset up a large open cupboard
in the investing lobby for their clients. Lay intess put their tea cups and shopping
bags in the cupboard (see Image 5.12). In a Tdipekerage office, a multi-
functional slow cooker is provided (see Image 5.18aw adahucooking her lunch,
some soup, at the cooker and then sharing withr aidleu In China, the brokerage
offices do not provide a microwave oven or a steaimeday investors. The trading
hours in China’s stock markets are divided into seations. The first section runs
9:30-11:30 a.m. and the second runs 1-3 p.m. Téekbn the middle is lunchtime,
and people are used to going out or going back Homanch. During the break, the
staff turns off the screens and lights in the itweslobbies. However, mangahu
still stay in the VIP rooms, because the broke@mapanies offer free lunch to these

substantial individual investors.

5.3 Brokers

In Taiwanese brokerage offices, brokers and lagstors are the main actors. The
interactions among lay investors and between invesind brokers compose crucial
market and social activities in investing lobbidfie data about Taiwanese stock
brokers’ daily work is not too difficult to collecFirst, the interviews with brokers

are a substantial source of my data. In additioa abservation data of brokers’ work

in brokerage offices is approachable. No matterctvfiaiwanese brokerage office,

177



the ‘broker area’ is always next to the investinghy, so it is easy to observe the
situation inside the broker area from the investiolgby. Furthermore, my own

personal experience of being inside the broker, drelas me to depict a vivid picture
of the brokers’ work. In 2006, | got a job intewidor a stockbroker’s position. The

brokerage firm required me to do a whole-day irgkim in a brokerage office. On

that day, | was asked assist brokers when they werg busy. For example, |

represented them in answering their clients’ phoaiés when they were on other
clients’ calls. The branch manager and brokers ¢ladrly explained to me the

details, requirements and challenges of a stoclkdnt®kvork. That day, | sat in the

broker area with all the brokers and observed/egpeed a stockbroker’s working

day. This unusual experience provided me with aldmmental understanding of a
stockbroker’s job and the operation inside the brakrea. It is very useful when |

later did the fieldwork.

5.3.1 Brokerage industry

In order to trade securities in Taiwan’s stock nefrkan investor (whether the
investor is an individual or an institution) mugtem an account in a brokerage firm.
According to TWSE requirements, all trading ordets the market must be placed
through the investor's broker (TWSE FA®s)In other words, each stock investor
has to ‘contract’ with a specific broker belongitmga brokerage firm. However, the
investor can easily change their broker or brokem@gmnpany, or open an additional
account in another brokerage company.

In the brokerage industry, the client’s tradingsfesre calculated into their
broker’s sales performance, whether the investes @ on-the-spot, telephone, or
online trading system to place orders. Therefasemaintain good relations with
clients is vital for a stockbroker, especially theelationships with important
investors. For example, during market hours, b®latively give information and
investing suggestions to clients and patiently esegpto clients’ enquiries. As
lunchtime draws near, when some brokers order d ded@ery or go out to buy
something for themselves, they will ask their digeifi they’d need something to eat

2 Available athttp://www.twse.com.tw/en/investor/fag.php
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as well. After the market closes, brokers oftentviaportant clients. This kind of
socialising is not directly related to businessjolihis almost all conducted on the
phone or the Internet. The purpose of brokerstmigiis to send a message to their
clients: that they are very important people arairthrokers really care about them.
The combination of the characteristics of Taiwasttack market, the huge number of
lay investors, and the legacy of small-and-mediiza snterprises (SMESs) — that is,
business relationships mixed with social relatigpslisee Chapter 1) — easily fosters
strong personal relationships between brokers lagid ¢lients.

The securities brokerage industry is very competitin 2010, there were 125
brokerage firms with around a thousand brokeragecesf (Taiwan Securities
Association Annual Report 2010: 37, http://www.gflx.tw). However, the service
provided by each firm is almost the same. The ‘@dqent discount’ of the standard
broker’s fee (the standard fee is 0.1425 per céirading value) has been common
in this industry. In other words, the charge ofkenage firms is usually around 0.07
per cent of the trading value. To attract clieetgry brokerage firm offers similarly
low fees and attempts to provide extra serviceshsas a daily free analysis
newsletter or a monthly report.

The competition among brokers is also fierce. lcédeber 2100, there were
nearly 40,000 employees in this industry, the nigjorof them brokers
(http://www.sfb.gov.tw). In addition, a substantinbmber of new brokers are
recruited every year which only intensifies the petitive pressure in this field. For
example, in 2005, nearly 9,000 people passed tladifigation examination and
received a broker’s licence (http://www.csa.org&@2/A026.asp). Although not all
those who qualified would take up brokerage pos#tjdhe figure gives an idea of
the size of the supply of broker labour.

Thus, if a broker could not provide 100 per centrexd trading information
(which almost no broker could do), why are clienifling to retain their contract
with this person? For many lay investors, havingpad personal relationship with
their broker is a main reason. Sheng-Ji, an expeei individual investor, told me
that the reason he continued to deal with his atirbgoker was that this young
person gave him a good impression, even thoughdshiels more experienced in

investing stock. He claimed that he does not nesdimvestment advice from his
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broker nor does he think that his broker’s inforioratwill be useful. However, he
appreciates his broker’s attitude and manner.

Thus to maintain good social relations with cliergsthe main strategy for
survival in this industry. My broker, Chun-Shenldtone that usually there are two
types of brokers who survive. The first type hdsnaall-quantity-but-good-quality’
group of clients. For example, a top broker in CRlmen’s branch has less than
thirty clients, but his clients are all ‘good-qugliclients, whose daily trading value
is high enough to cover his sales performance gdat type of broker is able to
give a lot of attention to their limited numberaients and make them feel they are
valuable friends.

On the other hand, the second type of broker & Gkun-Shen, whose clients
are all retail investors but there is a great numifethem, over hundreds. It is
impossible for him to visit most of his clients dreently, or even remember their
faces and names. However, he still attempts to lgivelients a warm greeting when
they come to the office. He was going to build afip file which included
important information for each client, such as ttip#ioto, name, phone number, etc.,
and would help him recognize each client’'s face. Wauld make the clients
surprisingly happy when he directly greeted therofgethey identified themselves,
because many retail investors do not expect thekdrs to remember their names
and account details.

The number of male and female brokers seems rowgjugl. In the field, | did
not observe any substantial gender disparity betviieekers in a brokerage branch.
Sometimes, female brokers are more popular amoiemtg] because they are
expected to be more ‘soft’ and sociable and usuatipw better than their male
colleagues how to maintain good relationship wiitants. For example, in the late

1980s, there were four famous female brokers, d¢atiglajinchal (I'dk4:$Y, the

Four Ladies).Jinchai is used to refer to girls from rich families in s$acal Chinese
literature, though none of the four female brokewese reported to be from rich
families. The Four Ladies are a legend in the made industry. At the height of
their fame, the sum of each ‘Lady’s’ daily tradimglue from their clients often
reached US$30,000,00Cjina Time008, 7 July).
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Having more opportunities to access first-hand ifable information is a
crucial incentive for brokers to be successful. Wl@mployees in the Taiwanese
securities industry trade stock as well. My brok@&hun-Shen, frankly told me that
the main reason for working in the brokerage inguss to catch beneficial
opportunities for his own stock investment. Funthere, this job can help sharpen
his investing skills. As a broker, he is ‘insidaetsecurities industry and must give
his time and attention to the market. ‘If you ndedspend many hours per day in
analysing the stock market and predicting the ntadrkad, why not just to be a stock
broker?’ he says. In addition, the data of his madsd of clients’ trades have been a
large ‘data set’ that helps him to rethink the adages and disadvantages of
different trading strategies. ‘Why do some specdi@ents often make profit but
others often lose? To learn experience from thentdi trades,” he says, 'they are
like a “living textbook”’ One day, when he has egb confidence in his trading
skills and the profit is enough to be a reliableome, he will quit the job and

become a professional individual investor.

5.3.2 A broker’s workday

Typically, brokers come to the office at 8 a.mattend the morning meeting in the
branch’s meeting rooms. At the beginning of the tmgeall the brokers concentrate
on listening to the daily analysis which is tranged from the headquarters by
telephone and relayed over loudspeakers. The basadc edited by the company’s
analysts, and its structure is always the sametebtsincludes selected crucial
economic and financial news, predictions about tegts market trend, the list of

stocks that are worth the brokers’ attention arfgeiotnarket information. After the

broadcast, the branch manager may discuss brareriatmms and sales goals, and
sometimes review each broker’s performance.

Around 8:30 a.m., some futures-market clients dtartall into the office to
place trading orders or ask about the latest marketmation. At 8:45 a.m., the
Taiwanese Futures Exchange opens. Brokers begakéotheir seats, watching real-
time market information from their desktops whilaiting for clients to phone.

Close to 9 a.m., lay investors begin to enter tffeceo one after another, some
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bringing breakfast with them. Many lay investorg acquainted with one another
and greet each other ‘good morning’. In Taiwangrtis need to place orders to the
stock exchange through their brokers, either bynphar on the spot. After brokers
receive their clients’ orders, the broker passesattier to the clerk in the brokers’
area. Then, the clerk types the client’s order thtocomputer, which is connected to
the TWSE's electronic trading system.

The first half-hour of market time is often verydyu Brokers receive many
orders and respond to clients’ enquiries over thenp or in person. Last night’s
international and national news strongly influenttess market’'s opening trend. The
situations of the US and European stock marketisamd gold prices, and the
TW$/US$ [Taiwan new dollar/US dollar] currency atare popular topics for
discussion among lay investors, and sometimes leetweokers and investors. The
many and frequently ringing telephones provide ‘theckground music’ for the
brokerage offices at that time of the morning.

After the first thirty minutes, the market usualgs reacted to last night's
information and brokers can be more relaxed. Howeahey still stay at their seats
most of the time, because it is better for themspeak personally with their clients’
calls, as this implies that they are hard-workingogde, which gives a good
impression. This is especially so, in case any halgnge of the market suddenly
occurs. Clients can get angry if the market quighlynges or rises but they cannot
find their brokers. ‘Remember the market is alwappredictable’ is the brokers’
first rule. Therefore, during market hours, brokgesto the toilet or go out to buy
lunch in a hurry, as they are afraid of missing elnt’'s call. This is another reason
why some brokers bring lunch boxes to work, or preals to be delivered, as it
reduces the time away from their desks.

The last half-hour of the day is usually like thestf half-hour: brokers are
again busy answering phone calls or receiving th¢he-spot clients’ orders. The
intensive work continues till the start of the ldist minute, when the real-time
market information is frozen. Most investors stogding then, because no one can
really know the market situation. When the finalrked information is disclosed,
brokers fall busy yet again. Out-of-office clierstge calling in to ask the result of

their orders, such as ‘have their orders been dealbt’. Several minutes later, the
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lay investors begin to leave. Brokers say goodbythé clients who've been in the
office that day, and review the records of the ddgansactions. Many brokers leave
the office around 2:30 p.m. and might visit clierds contact new clients, or go back

home — they are free, after the market closes.

5.3.3 Brokers in China’s stock markets

In the past, in the Chinese securities industrgrehwas no position which was the
equivalent of a broker’s job in Taiwan. AccordirigMs Yuan, a branch manager in
Hangzhou, when Chinese people began to trade stdbke 1990s, they just came to
the brokerage offices and the offices’ administettlerks would handle the stock
account opening. When investors wanted to plaaingaorders, they just came to
the brokerage offices and handed their ordersdackérks. Today, investors use the
on-the-spot automatic order-placing machines in th®kerage offices, or
alternatively place orders through the online mgdystems or by calling the service
centre. The interactions between the clients aadthff tend to be less intensive.

Ms Yuan explained to me the probable reason far fffie securities brokerage
industry was a less competitive industry in Chiffhe number of branches was
restricted by regulations, but the number of inmestwas not controlled by the
government and was rising quickly. Thus, the bragerindustry was a demand-
over-supply market. The companies were not as &atos attracting new clients or
maintaining old clients as the companies in Taiwan.

However, after several stock market crashes andlibiegalization of the
brokerage industry, the market has become more etitimp. Recently, a new job
position, the ‘client manager’, has been introduge® most Chinese brokerage
firms. Like brokers in Taiwan, client managers a@wnbring new clients into the
company, though there is still a subtle differeheeveen these two areas. In Taiwan,
brokers have a duty to receive clients’ tradingessdand respond to clients’
enquiries either at the office or by phone. It gaat of their work. By contrast, client
managers are not obliged to deal with this worlclidnt manager’s salary is totally
linked to how many new clients they bring into t@mpany and how much money

their clients invest. They actively give investiraglvice to clients in order to
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encourage them to trade and endeavour to maintaid gersonal relation with them.

Like brokers in Taiwan, social capital is the key them to survive.

5.4 Lay investors

Lay investors are the soul of the brokerage offiG&sth Hertz (1998) and Gamble
(1997) emphasize their important role in Chinatecktmarkets. In the past, a group
of lay investors in a brokerage office probablyresgnted the characteristics of the
majority of lay investors. However, the situaticeripaps is different now. As seen in
Chapter 3 and Appendix 5.1, the technological dgwekent of market devices is
thought to have reshaped many lay investors’ tgadiehaviours in Taiwan and
China. To date, the lay investors who are accusdaimérading in brokerage offices
probably have been a ‘specific’ social group rattiean a random sample of lay

investors. They have many properties and behaviouusmmon.

5.4.1 Age

In all the brokerage offices | have visited, thesag@f the lay investors there were
similar, in their fifties or above. When | did mynpicipant observation in the X

brokerage office, | found a female client who lodkauch younger than the others.
However, my broker told me that in fact she waglyez0 years old as well, but that
she had an age-defying face. Young clients seesnimge seldom ‘showed up’ in

brokerage offices. Mrs Kuo ever told me:

| have spent time in the brokerage office so maegry. In the past,
while some old people were ‘graduating’ [meaningatling both the
market and the brokerage office’], some young peaptre entering at
the same time. However, in recent years, | only sidvpeople leaving

but rarely saw young people entering.

In contrast, the majority of employees in brokeradfeces, including brokers and

clerks, are obviously younger than their clientsert the two branch managers,
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whom | interviewed, are only in their forties arndrties, which could indicate that a
lay investor could possibly be more familiar wittetbrokerage office than the staff.
Sheng-Ji told me that he has traded stock in lokdvage office since this branch
was launched. Over the years, he has become theseesoned broker in the place,
watching while newcomer employees have been pramtiemanagers and the
clients have come and gone.

It is possible that some lay investors are moreeggpced in investment rather
than their brokers. Some lay investors consider ‘@erts” (the brokers’)
suggestions and regularly query them about the toading timing, but some lay
investors have never asked for their brokers’ apisi Several lay investors told me
that they do not think brokers’ advice is usefutl amill help them make a profit:
‘How old was he when | started to invest stock? mdght have just entered
elementary school.” This attitude is very popularoag lay investors. Some brokers
also admitted that some lay investors’ tradingtsgi@s are quite good. Brokers will
clear all clients’ daily transactions after the k&rcloses, so they know their clients’
investing results. Brokers and clerks usually knelo are the ‘masters’ of trading
among their clients.

The age gap between clients and staff in brokeddfijiges implies two facts
about this field. The first is that the brokerageustry is highly competitive and
novice brokers possibly leave this industry befgmeing seniority. The other is that
young lay investors have become ‘extinct’ in bralkgr offices.

The age gap somewhat influences the model of ictiera between brokers
and lay investors in brokerage offices. In EastaAssocieties, due to Confucianism,
people’s social status would be somewhat determinedheir age. Older people
normally have more life experiences and convensays that the juniors should
respect their elders (Fei 1992). This traditiomedught is strengthened by a part of
brokers’ work — maintaining good personal relatwath clients — and further shapes
the interaction between lay investors and brokers.

Thus, financial professionality sometimes does effectively underpin
brokers’ status in front of their clients. Accordito the regulations, brokers must
take financial courses, pass qualified exams aoeive professional training. Most

lay investors have never achieved one of these.edery the interaction between
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them in brokerage offices is not like the interactbetween experts and laymen,

such as that between lawyers and clients in |effjaks.

5.4.2 Gender

In brokerage lobbies, the numbers of male and ferasd almost equal. Sometimes,
the there are more female lay investors than nfdlis. impression is consistent with
the statistical data of gender distribution of &t@ccounts in Taiwan (Barber et al.

2007). The term,cailanzu (3Z&}i%), became a popular slang phrase in Taiwan’'s

stock market in the 1990sCéailanzdu literally means the ‘vegetable-basket group’,
and is used to refer to lay investors who are heives. Typically,cailanzugo to
the morning markets with their baskets to buy vaiglet and meat; on the way there
or back homegailanzustop at the brokerage lobbies with their baskets.

During the fieldwork period, | saw many lay invastoboth male and female,
bring bags containing vegetables, meat, cooked, foodroceries into the brokerage
offices. Some stayed for hours; some stayed foy arfiew minutes; some of them
came, left and came back again several times. IinaClsome housewives tend to
keep their stock trading a secret. My fieldwork esi@nce, mentioned above, is an
example.

Gender stereotypes, like masculinity and femininggem less important in
Taiwanese lay investors’ consciousness. Lay investace an anonymous stock
market. When | asked lay investors and professigraktitioners about their
opinions of the necessary characteristics of ssfglestock investors, masculinity or
femininity was never mentioned.

This is different from the research findings abod& stock markets. According
to Levin’s description (2001), masculinity is catesied by traders to be an important
requirement for success in the trading pits. Tliemince may be caused by the form
of trading. In the pits, traders must use theirghki gestures and loud voices to
attract counterparts to trade with them (Zaloom&0Uhough lay investors do not
physically struggle in the pits to get better psicélarrington (2008) finds gender
stereotype is observable as evidenced by the srmalieber of female investors and

also in lay investors’ stock choices and conveosatin the investment clubs.
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5.4.3 Dress

People’s dress in the brokerage offices somewtfldcts their ideas about these
places. The dress code for the employees is alinestame in each brokerage firm.
Usually, they wear suits, shirts and ties, or comypaniforms during the market
hours, as maintaining a professional image is daned important by the companies
and staff. However, after the market closes, somokdos would take off their
uniform or suit, and change to their private clstheven if ‘officially’ they are still
‘working’.

On the other hand, the lay investors’ dress isedaand slight differences exist
between areas. Most lay investors wear very cadatiles. Wearing a suit or tie is
rare. Street-wear is very popular in Tainan broeraffices. Many people wear only
tank tops, shorts and flip-flops, though this isha@s influenced by the tropical
weather. Generally, what lay investors wear in brage offices is similar to what
they wear in the food markets or night marketsstort, dress is informal. This
informal dress code in the brokerage offices ingplikat this financial space is
included, not excluded, in the investors’ dailyelépace. They do not intentionally
dress up, like businesspeople, to enter this sgacether words, they seem not
strongly aware of the financial ‘professionalityf larokerage offices. As mentioned
in Chapter 1, this is consistent with Taiwanese SMHlture. The border between
factories and homes/private and public spaces rebiaired.

Furthermore, there is no obvious difference betwdsgnis andsanhus dress
in general. Their dress styles are similar. Théetehce in size of their investment
portfolios cannot be discerned from their ‘appeeesh (that is, their clothes and
behaviour). For example, a woman whom | often methe X branch during my
fieldwork always wears normal street dress. ChuerSimy broker, told me that she
is a richdahu and her son is the head of a large hospital. Hewdwer dress just
looks the same as other old female investors’ m ldbby. This phenomenon is
consistent with a convention in Taiwan: “You candistinguish how rich a person is
by their dress and manner.’ There are two possédasons of this phenomenon. First,

the rapid economic growth of Taiwanese and Chiseseties only started in recent
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decades. The speed of accumulation of culturaltaagpollowing Pierre Bourdieu’s
idea (1994), is possibly slower than accumulatidneconomic capital. In other
words, many new rich are still used to their or&dihabitus of dress and manner.
Secondly, mangahuperhaps believe a traditional proverb: ‘to flayaur fortune is

to attract danger.’

5.4.4 Language

The languages which lay investors choose to comratmiin brokerage offices also
reveal their perceptions of the degree of formality these places. Both the
Taiwanese and Chinese governments adopted thelaagweage, Mandarin, as their
official language sixty years ago. Most peoplehase two areas are familiar with

Mandarin. In China, Mandarin is calleButonghua (2§55 Standard Chinese). In
Taiwan, it is calledGuoyu ([g]zE National Language). However, there are dozens of

popular regional dialects in China and two maimalatialects in Taiwan. Usually,
the type of occasion determines whether people sshddandarin or one of the
dialects to communicate. In general, people prieféalk in dialect with their family,
relatives and friends. On the other hand, Mandairusually used in formal
occasions?

In the brokerage offices in Taipei, most of the dirh heard people using
Mandarin. On the other hand, in the brokerage effit Tainan, the majority of
people used Taiwanese to communicate, though. Miandas still sometimes heard
there. In the brokerage office in Shanghai, | feltself to be an outsider. Everyone
spoke only the Shanghai dialect and | could noewstdnd a word. The situation was
similar in the brokerage office in Hangzhou, wheeople spoke the Hangzhou
dialect all the time. They only used Mandarin whespoke to them in Mandarin.
This suggests that some lay investors probablyidenbrokerage offices are a type

of public place for the local community.

5.4.5 Seats

3| am used to speaking Mandarin in daily life. 4@tan understand both major Taiwanese dialects:
Taiwanese and Hakka, although | cannot speak thelin w
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During the fieldwork in the X brokerage office, thembers of lay investors in the
lobby remained stable, usually around ten. Thesplpebecame familiar faces, as
they appeared there almost every day. Interestinbbir seats were almost fixed.
The computers on the counter were always occupyethé same people for the
whole market opening time. These investors whaoogsathe stools traded large-size
portfolios. Two other computers which are closeghe door were ‘open’ to other

investors.

5.4.6 Status

The seating allocation implies the unequal stato®ray lay investors in the
brokerage lobby. A person’s status in the lobblgugt on two elements: one is the
amount of trading capital; the other is their irtirgg skill. In the X branch, one man

who always sits on his stool is calleghifu (Efif# Master) by other investors and the

staff. According to the size of his portfolio, hewd be eligible to occupy a VIP
room. However, he has refused this benefit andst®i®n sitting in the lobby. As
well as his large amount of investment capital, thésling skill is appreciated by
other investors and staff. He is one of the mostigable clients in the X branch, and
he does not rely on insider information or compkdaanalysis skills. 'Strict self-
discipline is the reason wighifucan earn money’, Chun-Shen says. ‘It sounds easy,
but it is difficult to achieve.Shifuonly buys the shares which almost hit the up-price
limit, because the growing tendency of share pricgsally lasts only one to two
days in the market. If the price tendency convestshe other direction after he’s
made a purchase, he would stop loss instantly.ddyrast, most lay investors, even
some professional investors, cannot stop loss @glgwas him. Chun-Shen explains
Shifus strength:

It is against human nature. When the market trendpposite to your
expectation and you are losing money, most pe@ié to wait a period
of time, at least a short period of time, and wish market will go back

to their previous expectation. His strong self-cohis his weapon.
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Shifugains a lot of respect in this brokerage office.dsually talks loudly (his voice
is loud enough that every one in the lobby canrbjdeear him) to other investors in
the lobby about his current trading orders, and thiek up on what trades they
should make. His followers always place the saradirig orders immediately. He
also mocks brokers sometimes, when he knows theg h@mde incorrect trading
decisions. Chun-Shen guesses W@yfuinsists on staying in the lobby. ‘He seems to
really enjoy the bustling atmosphere in the lobhy ¢he ability to influence other

people’s decisions.’

5.4.7 Losing Face

To avoid ‘losing face’ is another view of keepirng tstatus in brokerage offices. Mrs
Kuo has experience of shifting between the invgsibby and the VIP room. In the
beginning, she traded stock in the investing lobkg most lay investors. In her
brokerage office, three people were allocated ¥R room. One day, her friend,
who had been a member of a VIP room, invited hexcmmpany her because there
was a seat available. She knew this friend in binakerage office. First Mrs Kuo
refused, because she had not wanted to go thrdwglpressure of reaching the
monthly minimum trading volume required for VIP roomembership. But her
friend told her that she really needed an acquadetato help her manage her
portfolio, which was very complicated and at thensatime, she was also trading
through another stock account in a different bragerfirm. Finally, Mrs Kuo was
persuaded by her friend and she joined the VIP rdome to several serious failures,
her friend ‘graduated’ and left the VIP room. Mradlost contact with her friend at
this time, because her friend seemed to feel thathad ‘lost face’ and wanted to
avoid her ‘investing friends’ finding her. Aftervéhile, Mrs Kuo decided to go back

to the investing lobby, citing mental pressurehgsrhain reason:

In the same room, every time you did a decisiongeiotwo people knew
[about it] very clearly. It was fine when you maalemart deal. However,
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when you had the wrong strategies and lost morteps¢] other two

people were watching you.

Making a mistake or being a loser in front of otpeople is very stressful for her.
Therefore, she asked the brokerage office to d@koeacomputer to her in the
investing lobby and she left the VIP room. When'she the investing lobby, she

can keep a low profile while trading. Her beliefti@t no one always ‘wins money’
in the stock market and she does not have to beteetil’ in front of other people.

She is also afraid that other investors will follbwer trading orders and then lose
money. For her, that is another kind of ‘losingefa¢ier experience is very different

to Shifus story. However, ‘to avoid losing face’ and ‘taig respect’ are linked ideas.

5.5 Economic/social space

Although brokerage offices are not the exchangerfiaf Taiwan’s stock market,
they are the main places where lay investors expegi the atmosphere of the stock
market. The shouting, the phones ringing constamihg people’s emotional
expressions are the elements that make up théinfpriharket atmosphere in the
investing lobbies. However, this feverish markeh@phere is not always sustained
through all of the market’s opening hours.

When the share prices are changing rapidly, lagstors and brokers not only
stare at the screens. Some lay investors shout raméal strong emotional
expressions, depending on whether they are gaorihgsing money. Some are quiet
and concentrate on recording the quick changebeofitarket on investment notes.
At the same time, the non-stop ringing phones gtham this intense atmosphere.
Brokers are hurrying to finish the calls on haneicduse other callers are waiting on
the lines. The constant noisy phone traffic ‘remsirttie on-the-spot investors of the
‘existence’ of lay investors outside the brokerafjeces.

If the market trends stabilize for a while, therople shift their attention from
the market to other affairs. They start to chasddssions between lay investors and
brokers are also common. Some lay investors mak walund the lobby, read

newspaper, have tea, go out to buy breakfast,ameleln other brokerage offices, |
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saw some investors lying on the bench for a quiag while some women were
knitting. Usually the phones become quieter. Theor®mic’ space temporarily
transforms into a ‘social’ space.

When the market starts to change again, peopl&satains are attracted back
to the market. People concentrate on the volatiftyheir investment portfolios and
quickly place the orders to the brokers. The swingsveen ‘economic’ space and
‘social’ space usually take place several timeswid the brokerage offices, and |
have mapped them out as part of my field notesppehdix 5.2. The notes records
the detailed timeline of a day in the brokerageceff which clearly displays these

swings.

5.5.1 Discussion topics

To chat with other lay investors is the most popudacial activity during the
market’'s opening hours. Although the topics areious, they can be roughly
categorized into two groups. The first group isted to the stock market. Many lay
investors like to exchange comments about the dagiket trend and the changes in
share prices, and to discuss the ‘real-life’ faxtahich influence current market
changes. Personal investing experiences and tmmitidrs’ stories are often used to
support their opinions.

Exchanging market information is common as welle Tifformation includes
‘publicly available information’, which can be reahd seen on newspaper and
television, and ‘non-publicly available informatipwhich is not easy or impossible
to confirm. Sometimes the information they talk abs closer to ‘rumour’ rather
than ‘information’; for example, advice from ‘setrexperts, the leaked information
of listed companies, etc. The sources of this lohdhformation are usually from
their acquaintances or their acquaintances’ actpraies’”.

Family affairs are another group of popular topioschat about, possibly
because many of the lay investors are around thne sae, i.e. in their fifties and
sixties. Both males and females are very involuedaiking about their children:
their children’s education and career developmearid, how to get along well with

™ A detailed discussion of the information which layestors are used to exchanging is in Chapter 2.
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them are hot topics. In addition, sometimes fermalestors are eager to discuss their
relationships with their husbands and mothersim-l&en don't seem to be

interested in this kind of topic.

5.5.2 Playing games

In the Chinese brokerage lobby which | visited maBghai, a group of people were
sitting in a circle and playing poker in front dfet projection screen. | asked the
client manager: is it normal to play games in tneesting lobby? He told me that as
long as they didn’t bet cash, in general, the sgesrguards would not stop them.
Indeed, these people play poker frequently andother people in the brokerage
office have become used to them. ‘You, know, theketa are not always changing
quickly’, the client manager says, ‘sometimes iv&y boring and investors need
some activities to kill time.” In another Chines®kerage office in Hangzhou, | saw
lay investors playing poker, PC games and majiaabjamg (/&) in the VIP
rooms. The branch manager also told me that itesy \normal here. All the
brokerage staff and lay investors whom | intervidwe China agreed that doing
these kinds of social activities, such as playiakgp, is very normal here, and seems
to have been so ever since China first opened sugtitck markets. Hertz (1998)

mentions similar scenes in her ethnography.

5.5.3 Boundaries

Playing games, like poker or mahjong, has not lssem and heard of in Taiwanese
brokerage offices. When | told Taiwanese interviesvéboth lay investors and
brokers) about the games played in Chinese brokeddfices, they were very
surprised. Although most of them agree that thekdmage offices are a kind of
public social space, they still consider that brage offices are purpose-built
financial places and different to the ‘completeptiblic social places, like public
parks or community centres. According to their vepiithese ‘purely’ social activities,
such as poker games, should not be played in thifegsionally financial space. In

general, all these Taiwanese market participanisk thhat playing games in
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brokerage offices is a ‘profane’ behaviour thatréngg the ‘professionality’ of this
space. The line between ‘accepted’ and ‘unacceedal activities in brokerage
offices demarcates the maximum degree of ‘soci@izaof these places.

The consensus is generally shared by both the tongeand staff: the social
activities in a brokerage office should be seers@®mewhat inconsistent with the
purpose of the place. The layouts of brokeragecedfi perhaps facilitate this
consensus. Take the X branch as an example. Tleeffire an open-plan space.
The investing lobby, the brokers’ working area dhd clerks’ working area are
proximate and set apart by partition walls aboundire high. In practical terms,
these areas compose a common space (see Imagé@hus).investors and brokers
are able to have intensive interactions and taks @Appendix 5.2). The investors in
the lobby probably feel that they share the sanaeespvith the staff, and therefore
they should somewhat respect the working codeisffitancial place. Lay investors,
even as they sit in the brokerage offices, are aislypbaware that the brokers and
clerks are working. Although the investors are thgt joking, cursing, eating their
lunch and drinking tea or coffee in the lobby, tlag also exchanging information,
watching the real-time share prices and tradingkst@/hat the lay investors do there
Is somewhat similar to what some clerks do in ax&dl office. In other words, they
seem to consider themselves as much ‘membersedfftice as are the staff.

The basic principles of the other brokerage offidagouts in Taiwan are
similar. The investors, brokers and clerks shgmrd open-plan space, there are low
partition walls between the investing lobby and st&ff area, and the independent
VIP rooms (if there are any) are next to the stadfa.

In contrast, the two Chinese brokerage officesblayg are different from the
Taiwanese ones. In China, the staff areas andnhestor areas are completely
separate. The investor lobby, the VIP rooms andsth# areas are independent and
usually located on different floors. Because theitevestors do not share the space
with the staff, they rarely see clerks or customamnagers in the investing lobbies
and VIP rooms. In other words, during market hoting, lobbies and VIP rooms
belong to the investors only, and they do not needoncern themselves about the
working codes in these financial offices.
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In brief, the different social standards of what a@cceptable activities’ in the
brokerage offices in Taiwan and in China are cdaojed to be partially shaped by
the layouts of the brokerage offices. The standalsts refer the different boundaries

between social/market spheres in these place®eai@t®chnical constructions.

5.5.4 Social activities outside brokerage offices

Ever since the TWSE’s market hours were extend€d30 p.m., most lay investors
have been used to having lunch in the brokerageesff Sometimes, the lay
investors in the same brokerage office still havata lunch or dinner together. It is
also the usual practice for brokers to have dinvidr their important clients in the
end of the year. Sheng-Ji told me, social actiwitrethe VIP area of his brokerage
office are held frequently. In the VIP area, thare dozens of people, whose ages
and economic conditions are similar, and relatiggstamongst them are close.
Every two or three months, they have dinner togathe restaurant. Several months
ago, they went on a trip together. He emphasizatitttese social activities are not
related to brokers and the brokerage firm, and tivege ‘business-relation people’
are not included in these activities. Mrs Kuo’suatton is similar: after the market
opening time was extended, she and other investotke investing lobby have

meals together sometimes.

5.5.5 Meanings for contemporary brokerage offices

The lay investors who are used to trading in brageroffices presently make up a
specific social group. As mentioned above, mostratbeir fifties or sixties. Sheng-
Ji told me about his perception of this group adgde: ‘I believe most people whom
you've seen here [in the brokerage offices] haeestime idea as me. The brokerage
office is a kind of nursing home for the elderlyaor office for the retired.’

In his view, there is no huge difference betweearkbrage offices and nursing
homes. Like nursing homes, brokerage offices alsovige facilities (chairs,
newspapers, tea, air-conditioning), meal delivéiie (the staff, investors can order

lunch to be delivered), an engaging activity/workto¢k investment), social
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interactions and similar-age companions (otheiidagstors). However, compared to
nursing homes, these services are almost freeu@ird the trading fee). For many
lay investors, this place is the focus of theilydbie. The activity (stock investment)
is considered a proper way to kill time (see Chaf)e One investor says: ‘Stock
investment pushes the elderly, like me, to contsiag our brains. As you know, if
the brain stops being used, it will degenerate getigkly. To continue trading stock
Is a useful way to protect against Alzheimer’s dgse’

Some investors are used to trading stock in brgjeeadfices and are unable to

adjust to trading at home. Mrs Kuo is an example:

I only know how to trade in the investing lobby. €furse, | also have a
computer in my home like the ones in the brokeraffjees. However,
when | stay at home, | do not have any intuitiod do not know how to

trade.

On the other hand, the branch managers also clatnproviding investing
lobbies is a kind of responsibility to their longusding clients, and not for profit. Ms

Yuan, the Hangzhou branch manager, frankly admits:

The trading fees from the clients on the spotl{gitvesting lobby) only
make up 15 per cent of the income of this branahwéVer, the cost of
maintaining this large space and the facilitiesiisch higher. Especially,
the rent is going up every year. For the companmy, is almost a ‘pure’

service for our old clients.

In her words, the company is waiting these longwditag clients to ‘gradually retire
from brokerage offices’.

Indeed, when the manager first introduced the begje office to me, she had
emphasized that the recently opened branches dirtikerage company have much
smaller investing lobbies. Because this branch egablished at the early stage, it
was equipped with an unusually large investing yobd Chinese news report in

2007 also reports on this phenomenon:

196



During the recent years, China’s stock markets virer@ming, but the
scene of crowded lay investors in brokerage offltas not existed as in
the past. Conversely, some brokerage branches raweved their
lobbies completely. [In] some others, only sevekens are retained in
the passageways. An investing lobby full of layastors has become a
memory. Qianjiang Evening New2007, 1 September: B1).

Similarly, Mr. Lee, the brokerage branch managerTaipei, told me that the
investing lobby of this branch has been downsiheeet times that he knows of. He
predicts that the investing lobby and VIP roomd W¥dcome a part of history in the
next few years.

According to the observation, interviews and newspareport, the
phenomenon of the group trading crowd is gradualtyng away in both Taiwanese
and Chinese brokerage offices. In Hertz's and Garslstudies, the trading crowd is
a characteristic of China’s stock markets and snts the culture of contemporary
China. Both of them tend to attribute this phenoomeito cultural and historical
factors of Chinese society. The technological dgwalent of market devices and its
impact are not emphasized in their studies.

However, in social studies of finance, a numbestatlies have pointed out the
importance of technology in shaping market paréioig’ behaviours (e.g., Beunza
and Stark 2004; Zaloom 2006; Preda 2009a). In quaati, Zaloom’s study (2006)
has described the transformations of the tradirtg @nd the traders’ behaviours
which occurred when electronic trading systems wareduced into the exchanges.
In this aspect, lay investors are not that differenthe traders and the brokerage
offices are not that different to the pits: allgbeconfigurations of people and places
are strongly influenced by technology.

As Chapter 3 and Appendix 5.1 elucidate, in 1998m& and 1980s Taiwan,
brokerage offices nearly monopolized real-time raarikformation and the order
placing mechanism. The situation is somewhat simda/Nestern brokerage offices
which monopolized real-time stock market informatis it was transmitted by the

ticker-tapes in the first half of the twenty centufo access the latest shares price is
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very helpful for making trading decision. Thus, mday investors tended to spend
time in brokerage offices to trade stock (Preda92)0

To date, the ways of taking part in the stock m@rlkand receiving real-time
market information in Taiwan and China have evoled become diverse with
technological development. Some lay investors ladtezed their trading behaviours
with the transformation and some have not. Imadel @and 5.15 displays the
transformation in Taiwan’s and China’s stock maskdirading crowds continue to
congregate in contemporary Taiwanese and Chinesketaige offices, but their
motivations for staying in these places cannotXpagned by financial reasons only.
For many investors, stock trading, brokerage offie@d trading companies have
become interwoven and compose a crucial part af dady life.

5.6 Summary

This chapter aims to investigate the interlockirfgdevices, actors and space in
contemporary Taiwanese and Chinese brokerage sffiderough observations and
interviews, this study records the market actisosjal activities, interactions, works
and properties of lay investors and brokers in brage offices. The layouts, market
devices and facilities of brokerage offices ar®e aéported. With the development of
market technology, brokerage offices have lost timeinopoly on providing superior
information and trading systems. To date, theseegldnave been a particular socio-
economic space for a specific group of lay invest@nd the configurations of
people, activities, devices and space there hawepesed a main part of these
investors’ daily life. During the market hours, mdcand market activities
continuously alternate and the social/economic Hatias remain blurred in
brokerage offices. The types of social activitiasthese places are thought to be
influenced by the structures of the offices theves|
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Appendix 5.1 Changes in communicative media in Chais stock markets

Compared to the technological development of Taisvatock market (see Chapter
3), the change in China’s stock markets seems t@msive process. In 1990 and
1991, the Shanghai Stock Exchange and the Sher&toek Exchange were built
and China’s stock markets began to operate (Lal.2010: 315). In the beginning,
real-time market information was transmitted orndyldcal brokerage offices and
several neighbouring regions. The area which wagrea by the transmission of
real-time market information was extended gradualjith the improvement of
equipment, the situation was improving very quicklyu et al. 2010: 194-5). In
1997, a national transmitting and trading systers imaoperation. Real-time market
information could be transmitted to all brokeradices around China and trading
orders could be sent to the stock exchanges immedgittom each brokerage firm
(Liu et al. 2010: 257). Besides brokerage officmsne local radio stations broadcast
hourly latest share prices on an hourly basis @hdraadio stations and television
channels reported closing share prices daily (Garh®97: 197; Hertz 1998: 154).

The online trading system was gradually adoptedrokerage firms towards
the end of the 1990sShanghai Securities Neyw&7 May 1999). For most Chinese
brokerage firms, the company website, the onliaditig system and the online real-
time market information system were constructeduismeously. The online stock-
trading population is growing very quickly with apidly growing number of
individual investors. As the majority of individuahvestors entered the stock
markets, the online trading system has become papular. To date, the brokerage
fees from the online trading systems is the maire®of income for most Chinese
brokerage firms. For example, a brokerage branatager in Hangzhou told me that
the brokerage fees from online trading usually aot® for around 85 per cent of a
company’s gross income in this industry. Anotheioimant, an IT worker of a
brokerage firm, also provided me with a similawufig.

The income from on-the-spot trading fees is thee@anost important source
of income. At present, each brokerage office sakkms full of people. According to
the branch manager’s knowledge, strict governmentrol regarding the number of

brokerage offices in each area is the main redsatrthere remains a kind of bustling
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atmosphere in the brokerage offices. The regulatieeze the number of brokerage
offices in each area and prevents any new officegpen in the ‘saturated aredy’.

On the other hand, telephone trading doesn’t seem popular in China. The
branch manager told me that under 3 per cent af thestomers use telephone
trading. The reason might be that the telephordingausually has to pair with the
delivery of real-time market information. Howev#re broadcast of real-time market
information on the national television channel teidralmost simultaneously with the
launch of the online trading system and online -tika¢ market information
broadcasts3hanghai Securities New&7 May 1999; Li 2011: 138-9).

Appendix 5.2 A day at the brokerage offices (fieldhote)

Brokerage office lobby, X Branch, Taipei, 22 Fely2011
Time | Note Footnote
8:58

| enter the brokerage office. Eleven individual éstors have been
there. Two women sit on a bench. A man and a waanarusing east-
side computers. Another man and five women aregusia compute
on the south-side counter. Some of them discuss$réinel of today’s
market and express their nervousness.

9:00
| sit on the bench and have breakfast. The stoakehatarts. At the
same time, the futures market, which opened 15 tminiefore,
continues to go down. A broker shouts: ‘The arrofwtie futures
market [technical analysis] tends to fall.” Phoimeshe office are busy
ringing. Many calls seem to be for cancelling osdek woman eats$
her breakfast [rice ball]. A woman sayZhiyuan][a listed company]
is hitting the down limit.” Another woman repliestust keep it'. A
woman and man talk aboMttong[a listed company].

9:05
Calls are less than earlier but the phones stillj wery often. The
purpose of most calls is to ask brokers about sheoes. A female
investor walks into the office. Two women talk ab@elar energy

stocks. The futures market is still going down.

> The list of ‘saturated areas’ is available on thebsite of the Securities Association of China
(http://www.sac.net.cn/newcn/home/forward.jsp?ckt@P56874459100).
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9:15

9:27

9:30

9:45

9:48

Phones ring only a few time&hifu (a well-known male individua
investor in this brokerage office) asks a brokerethbr he make
money for himself. One man curses a stock. Somer gtbople regre
why they didn’t buy a stock which has been growimgseveral days
Since the market opened, the stock market is deglirAll investors
seem in sombre mood and talk less. Two men wadkthme office and
a man walks back and forth inside the hall. A wornalls a broker’s
nickname (an indication of how familiar they arévo women chat
on the bench. A man and a woman on the left-sidenteo chat as
well. Two women on the east-side counter talk altbet1997 Asian

financial crisis.

A woman shakes her head several tinghifu says: XX [a listed
company] is hitting down limit, great! When the dign capital
[foreign institutional investors] continues buyilagstock, it must be
dead.” One person says: ‘IC design stocks stopirdegl’ Two
women discuss about whether or not they shouldsinvesolar energy
stocks now. A broker says: ‘The futures market isaking [the
support] (technical analysis). Many people are ddrinto liquidation
now.” A person saysZhongmeijinga listed company] is reaching tt
highest price. Due to the Middle East, oil stoctesgrowing so much.
A man says: XX [a listed company] is changing to hit upper linhtit
tricking us?’ A woman says: ‘An analyst is sayidilgongmeijingis

going up to 150. It's almost this price. Can wedstvnow?’

A person went to buy breakfast and comes backetotfice. A person

talks to a broker:Zzhongmeijing (It means a call-order).

Shifushouts: ‘Yeah, | knewdejiang [a listed company] would hit th
upper limit.” A person talks to a broker: ‘BuyXX (a listed company
without margin.” A woman walks out from a VIP roand talks to 4
broker: ‘OO (broker’s name), I'm going to the UnitStates tonight
Please pay attention tBuotaijin [a listed company] for me.” Anothe
woman says ‘Goodbye’ to her. A broker complains aagls: ‘The

futures market is falling again.” One person starteat breakfast.

Someone takes a newspaper from the rack. Phorseiimaiéase again

So

5 investors on the

far, all
t spot seem ove

50 years old.

There are more
investors here
> than  yesterday|
When a persor
continues talking
about a stock fo
a while, other
geople start tad
pay attention to
this stock and
respond to wha
this person ha

said.

1)

=

Zhongmeijing (a

D
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9:55

10:07

10:12

10:16

10:30

10:35

Some people talk about the Jasmine Revolution iddMi EastShifu

says: ‘Wa, there are 188 units shortXf [a listed company].” One very hot today. It

woman always goes out of the office to talk on belt phone. One
person says: ‘The Central Bank [TW] can't resig tfrowth of oil
cost [it refers to airline stocks].” Two women tadlbout industries
Someone calls into the office to ask a broker alboatindex patterr

[technical analysis]. One man says: ‘Wa, the Horandk market is

falling 400 points.” A man who came here yesterdaywell uses the price as well.

east-side computer (I have never seen him talkitergeople).

A man and woman discuss ‘Why h@&anglong[a listed company]
hit the down limit?’ Personal income tax becomedistussion topid

on the right-hand seats of the south-side counter.

Most people start to walk around and chit-chat (tbpics are

irrelevant to the market).

A cleaner sweeps the west-side corridor. Some pedmt about thei
children. Shifu jokes: ‘Financial stocks don't go up. Electric cte
don’t go up. Everyone should make an appointmerjutap from a

building together.” A broker laughingly replies: hQeveryone need

to take a number’ (meaning that there are too nm@egple and the also were here

people have to queue to jump). A man and woman raagling
newspapers. Some people complain about the decfil€ design

stocks.

Shifu speaks to a woman: ‘Tell your sister to ke¥l [a listed
company].” A broker says: ‘That’'s a 50,000 shodesrin the futureg
market. Wa, even if facing a financial crisis, ysiill have time to
refinance.” A man laughingly replies: ‘And have &nio escape.
Another says: XX is hitting the down limit.” A woman tells anothg
person: ‘The security of our building also inveistsXX." That person
replies: ‘It doesn't work [to gain information] bngading newspaper

because other people read the same informatioreths w

People still chit-chat and curse the stock analystbroker says ‘Be

careful of the futures market!” One person saysie'TKorean stock

solar energy

stock) seems
is frequently
discussed in the
lobby and there

are many phone

calls asking itg
The market|
seems much

calmer now. The
projector screer
also shows the
trading volumes
remain stable.
r These elever
people are sitting
since the market

sopened and they

yesterday.

4
=
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10:38

10:50

11:00

11:12

11:15

11:25

11:35

11:46

12:00

market is breaking the last lowest point.’

| start to read a newspaper.

There are less people (eight women and one manpeasdalk in the
lobby.

A broker says: ‘The futures market is going dongxinjin[a listed

company] is going up!’

Some people chat. A broker shouts: ‘Shanghai [stowkket] is

plunging. Oh, classmates [fellows], how do | play!?

Some brokers start to eat their lunch. The hafllisof food smells.
One woman starts to eat her lunch which she prdpamd brought in
herself. Her lunch box was heated in a microwavenpwhich is a

facility in the brokerage office for staff and diis.

| go to buy coffee.

People continue doing the same things. They cheatt @nd the topics
are not related to the market. In general, theylpay attention to th
market. There’s no phones ringing either. One nhaays watches thé

computer and murmurs to himself.

One person goes back to the VIP room with theicliupox.Shifuasks
a broker: ‘Have you had your lunch?’ ‘Not yet,’ theoker replies

‘Could you please buy something for my luncBifusays. ‘What do

you want?’ the broker asks. ‘Don’'t buy the samedf@s last time. —+

Ok! Dumplings and a cup of corn soughifureplies. Another broke
jokes: ‘Remember buy eight dumplings [eight is ekiu number in
Chinese culture], not ten.” The broker laughinggplies: ‘Should |

buy the corn soup with eighty-eight corns?’

A woman walks in the office. Another woman jokeshgr: ‘So late,
have you come here for lunch?’ Another woman tétks broker: ‘I
need to leave now to see a doctor. Bye.” The brolter went to buy

lunch for Shifu comes backShifu asks him: ‘How much money

> (no

concentrate

chatting.

The market

P situation is stable

change). Peopl

huge

or

A1%
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12:05

12:08

12:10

12:13

12:15

12:23

12:30

12:31

12:33

12:42

Including your meal. Let me pay you.’

The phones start ringing more again.

A man walks into the hall and watches the screeheammurmurs ta

himself.

Many people shout: ‘[The market’s] stopped droppidtpp dropping!

It's time to get the rebound!

On-the-spot orders and talk increase. The atmospbérthe hall

becomes busy again.

The number of people increases. An old woman aceoied by a
foreign domestic help enters the lobby. This oldnao starts to talk
to two other women (it seems that they are veryilfamto each
other). She asks them: ‘Do you hear any informatibhianfake [a
listed company]?” A woman curses the CEO lofainfake and
complains: ‘How could he allow the price to fall smich?’ Another
says: ‘Have you had your lunchtanfakeis not good. Each IC desig

stock hit the down limit yesterday.’

Some women chaShifutalks on his cell phone about the result of
son’s university joint exam. A broker makes a jakeout it. One
woman talks to another woman about their femal@iaicgance who’s

made hundreds of thousands profiDialikuang[a listed company].

A woman asks a man: ‘Why do the game stocks plungae@ther

woman replies: ‘Because of Mainland China ... .

A man walks into the hall with bread.

Everyone becomes involves in a discussion of aerésting news
story about how a person under 18 is not alloweddlect their
lottery winnings. A broker says: ‘Oh my god! Thdsgestill an hour

more for plunging.’

One person shoutsNanchang[a listed company] really is starting

The

office offers a

brokerage
water dispenser

tea bags

disposable cups.

Two people bring
their own cups tq

brew tea.

his

There are morg

people in the
lobby than
yesterday at
noon.

and

D
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12:48

12:49

12:55

12:57

13:04

13:05

13:15

13:16

13:17

13:18

13:20

go up.” A broker replies: ‘Someone is taking [sormpeople are

buying].’

Shifujokes: XX company [a listed company] is afraid that indiad

investors are stranded. This is so nice.’

Shifu says: XX changes to rise. Do you see? | told you to puesh

Why you didn’t buy?’ A woman went to buy a cup oup and comes

back. A man calls out a woman’s name and chatstdi@ichildren.

Someone shouts: ‘The market goes back to todagttirgy point.” A

broker says: ‘Every time it's like this.’

The phone calls increase.

The phones are busy ringing. One person shoutsari@h to red!
[meaning the market changes from down to up] Chaogeed!” A

broker says: ‘F**k you!

Someone says: ‘Almost faint! [the index almost gk to the

original level when the market openedX hits the upper limit.’

Another says: ‘The market is rising in the end.bfoker says: ‘Raise¢

Diyijin [a listed company]!" Another broker replies: ‘Yedtis going

to hold an institutional investors conference.’ #r@r person shouts:

‘The futures market is going up.’ The phones nestep ringing.

The atmosphere suddenly goes calm for a while.

Two women chat about how to get along with theisbbands ang

mothers-in-law. Another woman leaves.
The phone calls increase again.

Three women talk abowAizhiwei [a listed company]. One woma
says: ‘So exciting. It goes up.” Another woman sa@alm down.

Don't get too excited.’

A woman walks into the hall and uses a east-sigepcer. A cleane

The people wha
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13:22

13:23

13:24

13:25

13:26

13:28

13:30

13:31

13:32

13:33

starts to clean the counter and watches the [niapkejector screen atsit in front of

the same time.

A woman says: ‘Faint! FainShengyangkfa listed company] hits th

upper limit.’

One person says: ‘The futures market's gone up@8y doints.” The
loudspeaker in the lobby starts to broadcast tmeeottime (The las
five minutes’ market information will not displayntil the end of the
market trading day, a result from when the govemnveorried that
someone could trick investors by manipulating thst Iminutes of
market trading.). A male cleaner starts to empgyrtibbish bin, but he
also keeps his eye on the market projector scrééis (man also

watched the market in the morning).

A woman says: ‘Hurry up! Hurry up! Earning 100 @o# is also nice.]

The broadcast ends. A broker says: ‘Now is thertastd of the game

[trading]V

There are some phone calls. One man curses tlitfiostal investors,

People start to move and throw away the used cups.

Phone calls increase. Everyone starts to put gheff back into their

bags and walk around. A broker says: ‘Help! Has tooney again.’

People talk moreShifu says: ‘Lost money!” A woman replies: ‘M

too!
The last trading result is showed on the screer. dileaner change
the rubbish bag. Phone calls increase. Most of taemabout askin

brokers whether their orders have been dealt or not

The light is turned on in the hall. You can't sée projector scree

clearly. People start to collect their jacketsk tah their cell phones

and leave. People on the counter fill their orders.

One person says: ‘The show is over.” People ask e#wer: ‘What

computers on the

south-side
b counter have
been there al
day.
The

gives me a stron

broadcas

feeling about the

final countdown
of today’'s
® market.
e
S

)

D

t
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13:34

13:35

will you do later?’ People get their bags and leave

Shifusays: ‘Really unreasonable.” People say ‘Goodby&ach other

A cleaner replenishes the disposable cups.

The cleaner starts to clean the counter. All theesitors leave thé

D

brokerage office.
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Chapter 6

Conclusion

This thesis has shown how stock trading is intemected with lay investors’ social

relations, what are the features of lay investsio-technical configurations and
the key market devices used by them, and whiclofaatause the asymmetry of
calculative capabilities between professional @ydnharket actors in Taiwan’s stock
market and which conditions constrain the extensiiothis gap. This thesis has also
explored the interiors of Taiwanese and Chineskdrege offices and elucidated the
interlinks between technology, financial marketsgial life and these offices. The

findings of these investigations have been outlimedhe previous chapters. Two
issues are nevertheless raised by my focus orethgon between stock trading and
daily life: the relationships between social relai and economic action and the

frames of market actors.

6.1 Social relations and economic action

Since Granovetter's theory of embeddedness was gingposed in the 1980s, a
number of social approaches have been developeihviestigate the subtle
relationship between social relations and econasmsioon (Smelser and Swedberg
2005). In terms of financial markets, three majopraaches for this purpose can be
generalized from the literature: the embeddednggsoach, the relational-work
approach and the socio-technical approach, all wthvhave been applied in this
study. Due to these powerful theoretical toolsfedént aspects of the relationships
found in Taiwan’s stock market have been illumidatghich help us to gain a better
understanding of lay investors’ socio-economic. lifowever, the findings of this
study also imply the limitations of these approache

The first approach originates from Granovettersaapt of embeddedness. As
noted, the core idea of this approach is that eminaaction is ‘embedded in
concrete, ongoing systems of social relations’ (@Gvatter 1985: 481, 487). A
number of sociological and anthropological studads financial markets have
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elucidated the effects of social relations on thdipipants’ economic performances
and the operations of the market systems (e.g¢Be¥84; Abolafia 1996).

As reported in Chapters 2 and 4, social relatioesfeund to be an essential
element of Taiwan’s stock market, even though tmarket is an electronic,
anonymous stock market with millions of particimanThrough social ties, lay
investors in Taiwan are able to collect tradingiteplearn analytical skills and
receive market information and trading advice. @a other side, for professional
practitioners, the social connections with, for repte, the managers of listed
companies are a useful ‘tool’ to update the infdrama concerning companies’
current operations. Furthermore, personal tiestlawaght by these two groups of
market participants to be the main (and often #isoonly) channel to accessixain
(referring to different types of insider informatip though the accuracy of this
neixainis always a problem.

The second approach is Zelizer's ‘relational-wdheory (Zelizer 2005, 2012).
In general, this approach argues that all econoaciivities are constituted of

‘negotiated and meaningful interpersonal relatiqdelizer 2012: 149):

[lln all economic action, | argue, people engagethe process of
differentiating meaningful social relations. Forickalistinct category of
social relations, people erect a boundary, marlkbthendary by means of
names and practices, establish a set of distinatihaerstandings that
operate within that boundary, designate certaintss@f economic
transactions as appropriate for the relation, herotransactions as
inappropriate, and adopt certain media for reckpramd facilitating

economic transactions within the relation. (Zeli264.2: 148)

One difficulty in applying Zelizer's approach toilan’s stock market and to other
electronic, anonymous financial markets is the abtsef direct interaction between

the parties undertaking transactioffswhich also poses a problem when the

%It has been argued that the form of social intéas in financial markets are linked to technology

and the structure of the market (e.g., Knorr Cedind Bruegger 2002: 912—14; Clark and Thrift 2005).
Indeed, the importance of the market’s structure en emphasized in sociological studies of the
markets (e.g., White 1981; Baker 1984; Podolny 19A&kerman 1999; Fligstein 2001; also see

Preda’s review 2009: 58-96).
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embeddedness approach is used (noted in Chaptdda®yever, the insight of
Zelizer's approach had implied the importance gfitavestors’ ideas about trading
influencing their market behaviours.

As shown in Chapter 3, lay investors in Taiwan temdefine trading stock as
‘doing a sideline business’ and ‘playing a gama’ptactice, they usually use their
spare money for trading, relying on the income framother job for living expenses
and taking a relatively relaxed attitude towarddiimg. That is, they deliberately
restrict their involvement in the market and arerenconcerned about the emotional
rewards of trading. These ideas about the market tfze sets of operations that stem
from these ideas) form the principles of lay ineest market behaviours and their
everyday models for managing market risk.

Furthermore, this approach has also elucidatedsdo&l aspect of brokerage
offices in Taiwan. As reported in Chapter 5, foy iavestors accustomed to trading
in brokerage offices, these places are not onigantial space, but also an important
social space. Those investors tend to give socedmmgs, incorporated with the
office’s original economic connotations, to the epand the combined meanings
shape the interactions, relations and activitieseth

The third approach centres on the socio-technaations in economic action.
This approach is drawn from social studies of foe(and social research on science
and technology) and has been shared by a numbegceht sociological studies
concerning markets and economy (Pinch and SwedB€@g). Compared to
mainstream economic sociology (namely, the Grartenah embeddedness
approach), which emphasizes human relations ina@uoanactions, this approach
tend to view each economic action as a dynamicigorgdtion of connected human
individuals and ‘objects’, where the connectionsoam individuals and between
them and ‘objects’ are equally important (Callon989 Preda 2009: 137-67;
MacKenzie 2009). This approach argues that dynasoicio-technical relations
would shape and reshape the social relations wikisnomic actions. Thus, the
examination of the socio-technical relations witl@oonomic activity is a key to

elucidate the subtle relationship between soclations and economic actidh.

" The ‘objects’ could include various non-human tegi within economic activities, for example,
communication devices, price recorders, tradindesys, information and economic theories (Knorr
Cetina and Bruegger 2002; MacKenzie and Millo 2008jpoom 2006; Muniesa 2008; Preda 2008;
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Presently, online social media (such as the Intdorams) has facilitated and
changed the form of social interactions among fagstors in Taiwan, as reported in
Chapter 3. This finding is mainly consistent wither studies utilizing this approach,
such as Roscoe’s (2013) studies of UK lay investors

In addition, the social interactions and marketivéets in Taiwanese and
Chinese brokerage offices are influenced by theticels between the people and the
trading devices, and the supplemental facilitiesnifure and layouts of the offices,
as shown in Chapter 5. Strong links between theakothe economic and the
technical have been observed within these places.

Using these three approaches, different aspectheofelationships between
social relations and trading activities in Taiwasteck market have been explored,
and social relations have been demonstrated bysthdy to be a crucial element of
lay investors’ trading activities, as are the raé@social relations in other economic

activities.

Table 6.1 Analytical Approaches to Socio-econometaRonship

Key concept Relationship Focus

Embeddednesg Economic action is embedded in social relations. fedEf

Relational Economic action is constituted of social relations. Meaning

work

Socio-technical| Economic action is practised by the connected huaggmts| Human-object
and objects. relation

Weaving Economic activities and social life are aovtogether td Interweaving
form a seamless whole.

Despite their differences (as illustrated in Tabl&), the three approaches
discussed above share a similar model. They terfidctes on an economic activity
and then reveal different aspects of social ratatiwithin this economic activity.
However, as emphasized, a large proportion of twdoseconomic relationships in
Taiwan’s stock market can be easily overlookedhdy tommon model: the role of
stock trading in, and its impact on, wider socméractions.

For lay investors in Taiwan, stock trading is natlyoa popular financial

activity but also an important social one. Soc&étions are as crucial to their stock

Roscoe 2013). Knorr Cetina and Bruegger’'s (200@lysof foreign currency traders is a manifest
example of this approach. The study suggests teatetectronic communication device, which is
designed for dealing transactions in the globatifpr currency markets, facilitates traders arouned t
world in building social connections and forminglabal ‘virtual’ community.
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trading as stock trading is crucial to their soditd. As suggested in Chapter 2,
engaging in stock trading, following the market sewand sharing information and
opinions about the market have been social ads/ifrequently engaged in with
immediate family, friends and relatives, even thHotlge actual trading transaction is
made on an individual basis. When the stock mahest been a major issue in
society, taking part in trading tends to facilitdéy investors in maintaining and
expanding their social ties. However, on the othand, providing incorrect
information or inappropriate suggestions to oth@rgle may impair a lay investor’s
social ties. Likewise, social relations, rathemttegonomic reasons, have been found
to motivate those lay investors who continue tot\asd trade in actual brokerage
offices (as opposed to online trading), as reparnedhapter 5.

In brief, my findings have suggested that stockitrg and social relations are
woven together to form a largely seamless whold, @mprise a major part of lay
investors’ daily lives. In order to emphasize thaspect of socio-economic
relationships, an additional approach is offeredigyauthor here to complement the
conceptual toolkits used to analyse these reldtipss that is, to expose the
interwoven relationship between economic activiéied social life. As the social ties
outside the markets have impacts on people’s ma&etities, so is the role of
economic actions not restricted to merely the i@hahips between the parties
engaging in transactions. These economic actionayal interact with the market
agents’ relations with other people as well. Tharataries, operations and meanings
of economic transactions sometimes are definetidwngents’ social life.

The economic and the social have never been disérethuman society
(Polanyi 2001). Presently, any economic action,neearried out in complete
anonymity, is a constituent of an agent’s socfal s social relations are an intrinsic
element of economic activities. The four approachesTable 6.1 are mainly
compatible, and all are useful to enhance the Bmyimal explanation of market

activities, even though each approach has its eensfand standpoint.

6.2 The frames of market actors

219



In Taiwan’s stock market, stock trading is not omierwoven with lay investors’
social relations but also with their jobs, schedutievices and workplaces, and also
with the appliances, people and events occur irnvéii®us contexts. As reported in
Chapters 3 and 5, during the TWSE’s (Taiwan StogkhBnge’s) trading hours,
some homemakers may be doing their housework Wkitning to analysts’ reports
about the day’s stock market as they are broadoast cable TV channels; some
university students will be sitting in their classms but paying more attention to the
real-time share prices on their laptop screens thdheir lecturers; in the corners of
the brokerage offices, some retirees will be chgttvith each other while drinking
cups of tea and watching a large projection scoegplaying market information; in
some company offices, clerks are furtively usingoiteodevices to check the price
changes of their portfolios.

This picture suggests that tlagencement®f lay market actors are varied,
bricolaged and also intertwined with these indialdu daily lives. These
characteristics of Taiwanese lay investors’ soemhthical configurations raise
another theoretical issue: the frames of marketract

In Callon’s theory (1998; with Muniesa 2005), tlmnstruction of the market is
based on the process of framing agents and godtswhe market mechanism. By
removing social relations from market agents’ caton (that is, becominggomo
economicusand assembling the agents with market deviceasefgéing calculative
capabilities), the actors are made up in the mdrkkts. In other words, the market
actors are constructed by disengaging the agemts fion-market relations, devices,
activities and mentalities, and simultaneously graéing them into the material,
mental and institutional structures of the markdthough this ‘framing’ is usually
not for a prolonged period of time, in specific émand spaces at least, the market
agents, according to Callon’s theory, are descrédmeteing detached from the other
activities, relations and settings in their dailxek.

Professional traders in financial markets largedgreplify Callon’s concept of
market actors, though the inseparable relationdl@fween social relations and
financial-market activities has been demonstragsdnoted above. A professional
trader is a configuration of an individual with iagncial job, a trading room with

specifically designed proportions, advanced andiapst market devices, supportive
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colleagues, a systematic knowledge of the markstery, self-identification as a
homo economicuysand regular interactions with other professiomahrket
practitioners (e.g., Knorr Cetina and Bruegger 2@¥unza and Stark 2004; Zaloom
2006; Lepinay 2007; MacKenzie and Hardie 2009; &l 2).

From an actor-network theory perspective, an dstarheterogeneous network
(integrated with both human agents and non-humdities), and its scale (the
extension of the network) is not fixed (Callon dratour 1981). This idea implies
that the boundary between the actor and the enwieon (as the boundary between
the contents and the context) is sometimes bluaredi movable. MacKenzie and
Pardo-Guerra (2013) have illustrated this ideaimarfcial markets with their case
study of Island (a new electronic trading platfarnthe analysis elucidates the
development from the peculiarly material culturdsligland (a ‘micro’) to the
common features of North American and western Eemopstock markets (a
‘macro’).

Callon’s notion of framing refers to the demarcat@nd formulation of the
actors (the heterogeneous networks) in the markkt by the market's laws and
structures. Those entities which are irrelevanttiie market mechanisms are
eliminated, at least provisionally, from the neti®rThe boundary of the market is
not impervious to change, according to Callon’'suargnt (1998). Due to the
‘impossibility of total framing’, the ‘externalit@ (whatshouldbe taken into account
according to the market’'s principles kare notintegrated into the existing market
mechanism — e.g., pollution is sometimes not catedl into the cost of production)
would create overflow and the outset of ‘reframing’

However, as emphasized, lay investors in Taiware mewer been disengaged
from daily life; instead, parts of daily life arevays worked into the assemblages of
lay market actors. This is not a case of overflbacause it is not possible for those
parts of daily life, which have been the essemiaments of lay market actors, to be
fully formulated by the principles and structurdsttte market. In other words, the
socio-technical configurations of lay investors sln@ped not only by the framework
of ‘market’, but also the structures of ‘daily lif@his characteristic distinguishes lay
market actors from professional market actors, whassemblages are mainly led by

the framework of the market, as noted above.
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Conventionally, the dichotomy between professioaatl non-professional
traders is mainly based on their occupations, akpénd organizations (e.g., Mayall
2006; Harrington 2008; Roscoe and Howorth 2009;cBes2013). However, the
different frames of these two groups of financiarket participants, as analysed in
this thesis, suggest that the two assembling madsdsinclude other factors, such as
the differences between their values, dispositiodentities, ideas about trading,
expectations, views of the market, workplaces, @i time commitments,
information sources, colleagues and social conoesti

An additional factor perhaps facilitates the difieces between these two
assembling models: the environments where the rmaxkers assemble. The term
‘environment’ here refers to the long, steady do@ily changing context (including
the social settings and materiaffly If the professional environments are analogous
to laboratories, that is, a ‘well-designed’ enviment for financial-market activities
(though this is of course only a limited analoghg daily-life environments would
be more like a ‘wild’ environment, which containgkenty of non-market entities,

activities and relations.
6.3 Contributions and limitations

In showing how stock trading is integrated into layestors’ daily life, this study
contributes to illuminating the effect of micro sdfactors such as social relations,
meanings and frameworks of everyday life on thewjnoof lay investors in financial
markets. As mentioned above, economic, institutiand technological factors have
been used to account for this phenomenon (e.g.eBand Odean 2001b, 2002; Wu
2005; Harrington 2008), but those reasons candigtéuplain why nearly half of the
adult population in Taiwan are engaging in the lstoarket. This analysis suggests
that individuals’ behaviours in financial marketg aot only decided by economic

8 For example, the materiality of the environment oafer to the appliances which are often found in
the environment. Telephones, cable TV channelsrtsph@nes, laptops and Wi-Fi connections have
become popular electronic devices in many peometryday lives. These products are no longer
cutting-edge technology, specialist trading toals,unaffordable equipment for a great number of
people. However, due to these ordinary devicesfitncial-market actors are able to assemble in
daily-life places such as homes, offices and otasss.
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rationale and psychology, as the studies in finaareeé in behavioural economics
have illuminated, but also are affected by micnelesocial factors.

This research responds to a number of calls forenfmcused attention to the
activities of lay investors in financial marketsgieHarrington 2008, Roscoe 2013).
The majorities of studies within mainstream finamesearch and social studies of
finance focus on professional investors with liditexceptions (see Chapter 1).
Through a systematic examination, this study inégdhe distinctions between lay
investors and professional practitioners in a nundfeaspects. The characteristics
of lay investors are elucidated and the constranabiday market actors is illustrated.

This study also suggests the compatibility of #hre¢ important social science
approaches to economic agents: Granovetter's ersddedds, Zelizer's relational
work and Callon’'sagencementAs shown in Chapter 2 and 3, in Taiwan’s stock
market, lay market actors are human-technology ordsy as Callon argues, but they
are constructed in the existing social networkghasembeddedness theory suggests.
Stock trading has been integrated into lay peop&isting webs of meanings and
social connections, and the integration is impdrfan their market actions; that is
consistent with Zelizer's theory. However, techmpiplays an essential role in the
integration, as Callon’s and MacKenzie’'s studieggast, and the strong interaction
between the categories of the market and the sdw@al been illustrated by
Granovetter's embeddedness. Lay investors considek-market activities as social
activities, as Krippner’'s and Zelizer’s critiquelsaznbeddedness approach, but both
they and professional practitioners believe andop@r economics in the market to
some extent, as performativity theory indicatese Tindings suggest a dualism in
those economic agents’ mind: the market is a ‘$@phere’ but also a distinct and
autonomous ‘economic sphere’. This research offergay of rethinking what an
‘economic actor’ and an ‘economic action’ in therked are.

Lay investors in Taiwan are a large social groupt the number of the
interviewees was limited and the sample was noectadl randomly from the
population. Some household demographics might eotepresented in this work,
and thus the findings may not be generalized tettiee group.

The government’s polices are expected to play aportant role in lay

investors’ activities, but this study did not ex@dhis further. Taiwan’s government
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often intervenes in the stock market and lay inmsstend to expect the interventions.
Hupan (to raise the market index level when the markehges) is considered an
obligation of the government, because lay invespasularly think the government
should be responsible for their losses in the markasome extent. Where does the
expectation come from? The relationship betweentigol and lay investors’
activities should be explored by future studies.

In addition, trading in financial investments (suchmutual funds and foreign
currencies) as a daily-life activity has also besgorted by the interviewees in China
and Hong Kong. This possibly implies some commoaratteristics are shared by
these societies, although unfortunately, due to lthetation of the data, my
investigation of lay investors in these other Chaeegions is not comprehensive.
Furthermore, studies of lay investors in BritaindaNorth America have partly
mentioned the connections between trading and tikelyas well (Harrington 2008;
Roscoe 2013). A cross-country study of lay investoitl further help us to elucidate
the roles of the ‘daily-life framework’ and ‘cultairfactors’ in financial markets. |

hope this work will be fulfilled in future sociologal studies of financial markets.
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