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ABSTRACT

Trading volume and stock returns are two key concepts in finance. This study
examined the relationship between stock returns and trading volume of listed
companies in Colombo Stock Exchange. Main objective of the study is to identify the
nature of relationship exists between trading volume and stock returns of listed
companies in Colombo Stock Exchange. The study is conducted by using secondary
data and focused quantitative approach. Data was collected from data CD in CSE. The
research period covered 12 months from January 2016 December 2016. In this study,
descriptive analysis, correlation analysis and regression analysis methods and the

Statistical Package for Social Sciences (SPSS) was used for analysis.

The study revealed that stock returns are positively related to the contemporary
change in trading volume. The importance of this study depends on giving ways to
investors ( individual, company) in order to maximize their returns by getting optimal
investments decisions which depends on understanding the correlation between stock
prices and trading volume basis through which to provide the appropriate information
to make investment decisions, it is through this relationship facilitates the construction
of a short term outlook on the future price volatility, which helps companies to

contribute to the strengthening of profitability.

II



TABLE OF CONTENTS

B ICUEEIICHL ... oon camsmosmcnmsmsoromsmesmsnssmsm s soms s womssesesss #0440 SHELHN A4 B 58S BH0ER R s sl [
B Tl ... vsinecsnansonsn sonsemnsn snaessstnsmas sevnmmsns e A AR LR R RS SIS AR RS RRLS SRET R RRRRRS SRS IT
B O T BT T E0 0 v oo s A BN 4 A A 4 AN I
B I 10 v s S A T 56 A RS VI
B IR R T ULTER . | .. oo oo s A AR B S A A ARTA ss st ovs VII
ADDIeVIatioNS ........ovveeeeivreeireneiireercric s s s SO R S R BT VIII
1. Chapter One
I o o TheBiudy comsmmmmmsumrsmmmssmmomssosoenam s 01
st Bl Sl T o us ot | 2 SRR ——— 04
T e e B U e L83 T — 05
4. Ohjectives Of the SUAY......corecrmuemssmmesmesassamssaonsons et sisssaisbsis st ies 05
I.5. Significance of the STUAY ... csrmsmssmsssessninrsnansonnessesssnssnssnssssnsss ansnss nusaissssissa 05
(PN ool Ll BRI cnsmmomosmmssnomsassssmmintss sesossos i e 06
157 Limitation of the Stady ..cummmmmesaanmmssmssiss s sos 06
IS MO vty O DI o o 0.0 0 0 R A S A S e WAl S i srwiv 06
O CEPIET STEATIEEY ..ovmon ominmnimes s oo s immmr s os ssbn 6 £65798 533 EHRTH AT TS 80 1bioe 07

2. Chapter Two

2.1, Chapter Introduction s asseansssnssmsssmms s s nsmrmss 08
22 TradinG VOIUTIR. . ...consnnrsnante e smmmmssmmess s s 00 0 A s s S oa s iR 50053 08
2.3. N umber of Trades .......ooevvveeriivccniiiiiiicciiies e s 09
LA S hare Volumies e e s s s .................................. 09
L L L (T, 14 T oIS ————— 10
G SO0 BB, . e mnne wrisaih 0 6 S5 00 SR S VIO W 0 S8 Sy e 10
2.7. The Relationship between Trading Volume and Stock Returns......... savi s 10
3. Chapter Three

R BTt 13 L1 R T 14
312, CotiGEptual FIRMEWOTK. .ommiresassnsevnransormonsemesunaaesnssnnmanas s 4585 i85 Fam RO 4050 14

3.2.1 StOCK RETUMMIS .iivviiiiieiitie ettt 15

3.2.2 Trading Volume....... s S S S A0 17

e N 2 T————————— 17



2.8 SNATE VO UITIE oooeeeeie e e e eees e e e eae e s e e s esneeessbaeeetaa s e enabneesnnaes s ssaaanns 17

3.2, 5TUITIOVET .vvveeiiiveeesireeessnneessnesesisuessssssesastanessssnssssrassasssssasssnsssansessnansssnis 17
BRI lypotheses of the Btudy - cmannmmimmasmssmsasmmmmesammeroomssmoss 18
B BB OIDETAt I ODATZATION. . ... .o 5d svnssao i Eh nin s Bomils S8 Wae oo ¥ B3 Erw s € maesios 19
3.5. Chapter SUMMATY ....cccocevirereieiiirisiririsesenssenesensre s ssesasssssasstesiesesrasssesssns 19

4, Chapter Four

IR hapter TOrOTUCHON. e ossvs s oo ssnsssssns S0
D RESEATEI IDEEIEN 1onssmsmnnes oo 50 o880 oSS R RS AE S s TP S S s 20
3L POPIHATION .. ccxvermsensmms vumansamesesmenssstansnnerssnasss ssses 545 4hg 818 FRRHERIRIR v eh e Tinmas 20
I L0 oo s e e R A 21
o M0 L D IO i s masnsssmonssss s rsmosnnmmms s e i 21
Al6 Methud of Data Presentation. s ssvivassossasmamssminssmecnsn oa 22
46,1 Unrvatiate AnAIYELS svismmsmmmmnsmmsesssm s ns 22
467 BIVATTHIE ATTAIYEIY ..« coranmsrsarsarsnssassid shis S HEG R8T IR s ST st 22
4.6.3 Multivariate ANAIYSIS ....ccoiveermrrerenerrsiiiniieniessiesssssssssesssessessssns 22
B T CIADTCT SUIMITICTY sxuivasvsssivsrovssssness rsevsnsss s s ton s st sonsss S EmEss pEs s 418 IATLISERS 23
5. Chapter Five
S 1 Chanter THFOAUEION ..o vomreconmonmrmessssssmpasesess connnssssssvssivississsssstsapenisssssmuesansbness 24
5.2, Data PresentatiOn ... c.ccceecivarsoeonsesassossansssnessarnssassorssssesnesonssssssrsanonse s sanst ossss 24
i oy LG 4V RS —— 26
5..3.1 Univariate ANalySiS.....c..coeuiriinmiiiii s s 26
5.3.1.1 Descriptive Analysis of independentlvariables..........................17
5.3.1.2 Descriptive Analysis of dependent variable..................ooi 28
5.3.1.3 Descriptive Analysis of dependent variable based on quarter........ 28
5.3.1.4 Descriptive Analysis of independent variables based on the quarter29
S BETREIETE ATVALTEIS v oo < 5, 550 5 SN s WM s g s s s 29
5.3.2.1 Correlation between Stock Return and Trading Volume........... 3l
5.3.2.2 Correlation between Trading Volume and No of shares, share volume
SIRERDUITIO VT 55 v i 305 0 0 50 S B e s T W sy B HSFTE S/0T W AR 32

5.3.3 Multivariate ANAlySIS ....cccooirrueiimeeiniiiiesi s 33



5.3.3.1 Muluple Repression ANAIVEIS suwmemssismmaaam s 8
B8l FIVDOTHESTE TEBIIND, 1o r e s v sssons s smommsoe sosm i i s 05 0 4516 59 ¥y oo 35
5.4, Chapter SUIMMETY ..oovveeeieieeiieieree sttt st sbans e 36

I Chapter Six

ONE honter THDIUGTION. .o ssmiini i R AT Eh e s s s sivaas 37
6.2. The Discussion of Descriptive Statistics....ovvveeueiieniiiiiiiiiiontiiieionann 37
6.2.1 Descriptive Statistics Analysis of Trading Volume.................. 37
6.2.2 Descriptive Statistics Analysis of No of Trades... .c.ovvmmmvransaness 38

6.2.3 Descriptive Statistics Analysis of Share Volume.................... 38

6.2.4 Descriptive Statistics Analysis of Turnover.................ocoe, 38
6.2.5. Descriptive Statistics analysis of Stock Return ..................... 39
6.3 Discussion on Relationship between Trading Volume - Stock Return........ 39

6.3.1 Relationship between Trading Volume and Stock

TR I T i o A 50305 5 P G B o 39
6.3:2 Best proxy forinformation areival.. i s e sees spvmessmosvman s 40
6 4 ChADIEE SUIIMEEY ...cvrvssms sonsossmmunesnssrssnmnnessssssssaspsssamsass ik Vs AR TATTEERES om0 41

. Chapter Seven

e iapter TotiodueHON causamsemsssssmmanammvavearrmmses s s 42
VR CETGIIRIONG ,vorxrrnnrcmrmmmmsnmmrsnsnysansamemmansnasanss ia0 S AR AR EY VYoo sS4 s 42
7.3, ReCOMMENTAIONG. ..cn crvunarsasmssnnsesmesonsssrsssssmassnesssnenmmasns smmmssssssns ssnsre sisbs s 1 FH5TH 43
74, Suggestions for the future studies............ccevenee PR —— 43
7.5. Limitation of the 51udy ............................................ 44
GRS (O TOT STITINTEIY  ssemronranmens o sssnonenasssisiisss iEARITa MRS GoVTo B SRS 44
IR ETEECTICHT .. v owinos sosscmunom mnss s smmssssuvERE P RARRS S RS ROmP SRS SRS GRST SRS B AL SRS AR 45

. Appendix
Sppendix - 1; The Output of the Analyses i rmsmnmmsnsomsmesss smsesss 46



