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Abstract

The main purpose of this article is to present the test results of the hypothesis
that the use of one’s own (and foreign) database (used by investment portfolio
managers to create indicators of individual stock analyses) has an effect on
the accuracy of forecasting future movements of investment portfolio value. In
addition to the use of different indicators and methods of stock analysis, the
creation of an optimal investment portfolio requires assessment of the suitability
and adequacy of the database used in investment portfolio managers’ decision-
making process; in other words, it is necessary to determine which stocks are to
be included in the specific investment portfolio and which are not. The problem
of the selection and use of different databases is linked to the question of
determining the importance of numerous relevant elements when creating an
optimal investment portfolio.
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Introduction

The job of stock market analysts and portfolio managers is to try to find the best
method or the best model to forecast future stock prices during a certain period of
time, since such methods and models are continuously updated and supplemented
(Murg, 2015). On the stock market, one can find many portfolio managers who
have tried to predict the long-term stock price trend by implementing new trading
strategies and models on the stocks, which, in turn, significantly outran the stock
performance itself (Yuging & Yuning, 2016; Larsen, 2010; Sarno & Valente, 2005;
Verdickt, 2016). Of course, it would be irrational for stock analysts to continuous-
ly use the current “safest” methods and databases.

Based on numerous pieces of information provided by the financial market, the main
purpose of financial analysts and portfolio managers is to single out relevant pieces
of information and come to the right conclusions about optimal investment possi-
bilities (Bizer, Scheier, & Spiwoks, 2013), as well as to create additional value for
the investor by means of active investment management (Saunders & Cornett, 2013;
Budelmann, 2013). For this reason, this article examines the question of whether
the accuracy of the future movement of investment portfolio value is influenced by
the use of the database, or whether the of a foreign general database contributes to
the success of foretelling the future movement of investment portfolio value to the
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same extent as the use of one’s own (and a foreign) database.
Therefore, our main task was to determine whether invest-
ment portfolio managers use their own database to ascertain
the future movement of their portfolio values and whether
they also use the same database to calculate their own indi-
cators for analysis and future stock selection for portfolios.

History shows that traditional active management does not
work. The majority of actively managed funds do not beat
the S&P 500. Passive index fund managers have seen their
assets rise as a result, from $10 billion in 1980 to more than
$250 billion in 1990 (O’Shaughnessy, 1999).

There is no product similar or identical to the method or
apparatus of the present invention. Due to the magnitude
of the sums involved and the complexity of the relevant in-
vestment information, it is very desirable to use an objective
rule-based strategy and system for automating, to the extent
practicable, the conduct of this decision-making (O’Shaugh-
nessy, 1999).

Financial institutions such as stock markets produce huge
datasets that build a foundation for approaching these enor-
mously complex and dynamic problems using data mining
tools. Potential significant benefits of solving these problems
have motivated extensive research for years. The research in
data mining has gained high attention due to the importance
of its applications and the increasing generated information
(Davari, 2010).

Proper data selection enables us to estimate and foresee what
will happen with regard to the prices of stocks in the future
(Baker & Nofsinger, 2010; Goldberg & Nitzsche, 2000;
Braun, 2007). When studying the use of databases, it is im-
portant to emphasize that investment portfolio managers most
frequently use previously analyzed data, which are acquired
from foreign sources such as Deutsche Bank, Bloomberg,
Telekurs, Financial Times, Reuters, and the like. Marc (2013)
emphasizes the use of the Bloomberg database and the re-
trieval of annual financial reports in order to collect data for
financial analysis and portfolio optimization.

On the other hand, investment portfolio managers rarely
undertake the process of data acquisition and analysis on
their own; consequently, investment portfolio managers are
seldom used in deciding about the composition and structure
of their portfolios.

With regard to the above statement, the question arises
whether such behavior of portfolio managers truly helps
to achieve their primary goal — that is, the ennoblement of
investor capital while optimizing the relationship between
risk-taking and profitability. The only way to create
unique portfolios is to create an effective database. Unique

portfolios! with market potential symbolize a type of reward
for one’s prudence, enterprise, knowledge used and efforts
made in the detailed analysis of the market situation, stock
analysis, correct selection of indicators and the use of one’s
own database.

Since success is achieved only by those who plan and act
deliberately and thoughtfully (Born, 2009; Budelmann,
2013; Buffett, 2008; Daeubner, 2014; Graham, 2009; Heese,
2011), occasionally we are able to witness the birth of the
so-called “stars” among investment portfolio managers. Due
to their consistent market assessment and accurate company
analysis, these individuals have been able to surpass the
value of the stock market index at least once (Jurczyk, 2011).
However, the period of such success, which lasts for about
a year, is often followed by a period of failure. As a conse-
quence, investors are entitled to ask the following questions:
Can investment portfolio managers achieve better results by
using passive investments in the amount of the stock index?
Where can they find the best financial information possible?

The research question that was used as the basis for the
hypothesis is whether the awareness of portfolio managers
about the use of their own database (which is used to create
indicators of individual stock analyses) influences the
accuracy of forecasting future movements of investment
portfolio value, and whether it consequently changes their
attitude towards the creation and use of their own database
to such an extent that the expenses of their own database
become irrelevant.

By analyzing the behavior of investment portfolio managers,
our goal was to determine whether investment portfolio
managers are aware that the use of one’s own database
(together with the foreign ones) influences the accuracy of
forecasting future movements of investment portfolio value
and is thus, with the help of a foreign database, one of the
key components of quality investment products and services.

Verification of Hypothesis

To test the hypothesis, we used an online questionnaire and
conducted an interview with randomly selected investment
portfolio managers. In this way, information about different

! A unique investment portfolio is an individual investment port-
folio designed by an individual analyst or portfolio manager
with specific, individual methods and techniques of fundamental
and technical stock analysis and the proper selection of infor-
mation databases. Stock market success means that the portfolio
manager stands out from the crowd and with the help of the
proper selection of owned and foreign databases designs his
own model or principle of stock selection, which enables him to
create an optimum portfolio.
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types of databases used by investment portfolio managers to
acquire information about the financial market was obtained.

The questionnaire enabled us to obtain opinions and as-
sessments on the use of fundamental and technical analysis
of stocks, the influence of database type used in the stock
analysis on the profitability of the portfolio and the effects
correlation of selected information databases on the accuracy
of forecasting value movements of the investment portfolio.

The acquired information about the databases used by in-
vestment portfolio managers for stock selection was used,
along with calculation of the indicators of individual stock
analyses, to determine the effect of the chosen database on
the accurate forecasting of the future movement of portfolio
value. The aforementioned verification also demonstrates
the efficiency, enterprise and creativity of investment portfo-
lio managers in the process of data searching and processing
in the context of combining their own and foreign databases
to create their own indicators.

In order to examine the effect of one’s own database on the
accuracy of forecasting the future movement of investment
portfolio value, we first transformed the primary variable of
the database into a dichotomous variable, which is equiv-
alent to the independent variable in regression analysis.
The dependent variable was obtained through the following
task: “Estimate your own database’s accuracy in forecasting
the movement of portfolio value.” Our aim was to estab-
lish whether the accuracy of forecasting future movements
of portfolio value is greater if the investment portfolio
managers use their own or a combination of both their own
and foreign databases compared to using only the foreign
one(s).

Due to smaller frequencies in the category one’s own
database and one’s own and foreign database, the primary
variable of the information database was merged into a
new category called one’s own (and foreign) database. The
dependent variable the accuracy of forecasting value move-
ments of investment portfolio was measured on an ordinal
scale: 1 — “very bad”, 2 — “bad”, 3 — “good” and 4 — “very
good”. The non-parametric Mann-Whitney U test was used
to verify whether there are significant differences between
the two groups of database users in the accuracy of forecast-
ing future movement of investment portfolio. The descriptive
statistics was also applied to analyse the research problem.

Limitations and Hypotheses

The research was based on the assumptions that investment
portfolio managers’ use of their own and foreign databases
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differs depending on the organizational policy of the in-
dividual investment portfolio manager; that the choice of
database influences the decision-making about the creation
of the portfolio. We verified the hypothesis that the choice
of database influences the accuracy of forecasting future
portfolio movements. Two major limitations of our research
were the closed and inaccessible information system of
investment portfolio managers and the lack of knowledge
about the respondents’ environment while filling in the
questionnaire.

Database Characteristics

To test the hypothesis, we used a database comprising
answers obtained in the online questionnaire and the inter-
views carried out with investment portfolio managers.

To ensure the representativeness of the research sample, the
online questionnaire was sent to randomly selected portfo-
lio managers who are active members of stock exchanges
from different countries: the Nordic Market (Denmark,
Finland, the Faroe Islands, Iceland, Norway and Sweden),
West Europe (Germany, Italy, Ireland, Great Britain and
France), East Europe (Bulgaria, Bosnia and Hercegovina,
Serbia, Croatia, Hungary, Albania, Austria, Slovenia), East
Asia (Hong Kong, Japan) and North America (NYSE,
NASDAQ).

A total of 72 properly completed questionnaires were
received. The data collected from portfolio managers from
different countries were treated collectively as a whole in
the process of preparing descriptive statistics on the basis of
the sample.

The results show that 52.9% of all portfolio managers use
their own and foreign databases, whereas 44.4% use only a
foreign database, and only 3% use only their own database
(Graph 2).

Regarding the choice of foreign databases, investment
portfolio managers prefer Bloomberg (55.5%), Deutsche
Bank (11.1%) and Reuters (2%), followed by Financial
Times, Telekurs, Goldman Sachs, Central Bank Data, City
Morningstar, Trading Economics, and company websites, as
shown in Figure 1.

The following reasons were listed by the investment
portfolio managers to explain why they prefer the use of
foreign databases over their own: 1) 23.6% believe that
the outcomes of one’s own database are similar to those of
foreign databases; 2) 63.9% believe that the accuracy of
forecasting future value movements of investment portfolios
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Figure 1. The Most Commonly Used Foreign Information
Databases for Stock Analysis

55,5%
52%
11,1%
2%

Bloomberg Deutsche Bank Reuters Other

(Financial
Times, Telekurs,

Goldman

Sachs, Central
Bank Data, City
Morningstar,
Trading
Economics,
FT..)

Source: author's

based on foreign databases is good; 62.5% claim that one’s
own database requires the help and knowledge of more pro-
fessionals and analysts; and 48.6% say that the creation of
one’s own database is more expensive and more complex.
In addition to this, 38.9% respondents agree completely that
the accuracy of forecasting future movements of portfolio
value is influenced by the correct choice of database, and
44.5% believe that the most successful method is to combine
both databases, as shown in Table 1. Figure 3 shows that
the accuracy of forecasting future movements of investment
portfolio value based on one’s own database is good (61.1%)
or very good (32%).

Table 1: Effects of Proper Selection of the Information Database

Analysis and Results

To test the hypothesis, we first transformed the primary
variable database type into a dichotomous variable. Value
1 was represented by the category one’s own (and foreign)
database, and Value 0 was represented by the category
foreign database.

The primary variable database type was, due to smaller fre-
quencies in the category one’s own database and one’s own
and foreign database, merged into a new category called
one’s own (and foreign) database.

Figure 2 show that more than half of investment portfo-
lio managers use a combination of their own and foreign
databases.

Figure 2 also shows that barely 2.7% of respondents use one
their own database, 52.9% use their own and foreign data-
bases, and 44.4% use only a foreign database.

The primary variable the accuracy of forecasting value
movements of investment portfolio was, due to smaller
frequencies in the categories “very bad” and “bad”, trans-
formed in such a way that the aforementioned categories
were merged into a new category called “(very) bad”.

Figure 3 shows that the majority of investment portfolio
managers believe that the accuracy of forecasting value
movements of the investment portfolio by using one’s own
database is good (61.1%), very good (31.9%), bad (5.6%)
and very bad (1.4%).

Before continuing with the statistical analysis, we also
examined the accuracy of forecasting based on both types
of database.

N =72 | strongly | partially | mostly | totally
disagree agree agree agree
The creation of your own information database is more expensive and complex 6.9% 30.6% 13.9% 48.6%
Having one’s information database requires more experts and analysts 6.9% 5.6% 25.0% 62.5%
Having one’s information database requires more time 4.1% 4.3% 22.2% 69.4%
One’s one information database gives similar results as a foreign information 15.3% 22.2% 389% 23.6%
database
The use of foreign data databases is simpler 5.6% 4.2% 36.1% 54.1%
Proper selection of the information database affects the accuracy of forecasting
trends in portfolio value >.6% 20.8% 34.7% 38.9%
For a more detailed forecast of the value of the portfolio, the combination of the 97% 20.8% 25.0% 44.5%

both information databases is best

Source: author's
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Figure 2. Information Databases Used for Stock Analysis

Figure 4. The Accuracy of Forecasting Future Value Movements
of Investment Portfolio Using Database
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Figure 3. Transformed Variable — The Accuracy of Forecasting
Value Movements of Investment Portfolio Using One’s Own
Database

61,1% N=72
31,9%
5,6%
1,4%
Very bad Bad Good Very good

Source: author's

Table 2: Mann Whitney U test: Ranks

Source: author's

Figure 4 shows that the proportion of “bad and (very) bad”
forecasting of investment portfolio movement is at least 10%
bigger when using only a foreign database in comparison
with one’s own (and foreign) database. Of the respondents,
45% who use their own (and foreign) databases believe that
the chosen database is very good; on the other hand, only
15.6% of those who use only a foreign database share the
same opinion.

The results of the Mann-Whitney U test (Tables 2, 3) show
that there are statistically significant differences in the
accuracy of forecasting value movements of investment
portfolio between the two groups.

Based on the acquired results, the hypothesis in question is
confirmed, since the use of one’s own (and foreign) database
truly influences the accuracy of forecasting future move-
ments of investment portfolio values.

Category N Mean Rank Sum of Ranks
Foreign database 32 29,66 949,00
One's own (and foreign) database 40 41,98 1679,00
Source: author's

Table 3: The results of the Mann-Whitney U test

Null Hypothesis Test Significance Decision

The distribution of accuracy is the same
across categories of database.

Independent Samples
Mann-Whitney U Test

0.004 Reject the null hypothesis.

Note: Asymptotic significances are displayed. The significance level is 0.05. Test statistics: Mann-Whitney U: 421.000, Wilcoxon

W: 949.000, Z: -2.887.
Source: author’s
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Conclusion

Our research was based on statistical analysis of results
acquired from an online questionnaire and interview with
randomly chosen investment portfolio managers who are
members of stock markets from different countries. The
aim of this research was to determine whether or not the
chosen database has an influence on the accuracy of fore-
casting future movements of portfolio values.

We proved that using one’s own (and foreign) database
influences the accuracy of forecasting future movements
of portfolio values in comparison with using only a foreign
database, thus verifying our hypothesis.

The acquired data showed that the majority of respond-
ents (52.9%) use foreign databases, 2.9% use only their
own database, and 44.4% use only foreign databases. The
most commonly used foreign databases are Bloomberg
and Deutsche Bank, followed by Reuters, Financial Times,
Telekurs, Goldman Sachs, Central Bank Data, City Morn-
ingstar and Trading Economics. The majority of investment
portfolio managers (70.8%) agree that the correct choice of
database has an important effect on the accuracy of fore-
casting future movements of investment portfolio values.

References

Nowadays, there are many possibilities available to port-
folio managers for effective portfolio management. In
addition to the right combination of stock analyses (fun-
damental and technical), one also needs to choose the right
information database, since it minimizes the risk of assets
management. In this light, the proverb “Never put all your
eggs in one basket” is true not only for investors but also
for portfolio managers. The responsibility of achieving
the optimum proportion between profitability and risk of
investments is in the hands of portfolio managers them-
selves, since the use of the right methodology and com-
puter-assisted systems enables them to design a unique
model, which can be created through a varied selection of
different models of stock analyses and by using a combina-
tion of information databases (i.e., one’s own and foreign
databases).

In this light, the article presents one of the many al-
ternatives for achieving a better relationship between
risk-taking and anticipated profit in the area of intelligent
investment and investment portfolio management, which
can be immediately implemented in practice in order
to increase the value of capital.

Baker, H. K., & Nofsinger, ). R. (2010). Behavioral finance: Investors, corporations, and markets. Hoboken, NJ: John Wiley & Sons. https://doi.

0rg/10.1002/9781118258415

Bizer, K., Scheier, )., & Spiwoks, M. (2013). Planspiel Kapitalmarktprognose: Ein empirischer Vergleich der Prognosekompetenz von Amateuren

und Experten. Darmstadt: Sofia-Studien zur Institutionenanalyse.

Born, K. (2009). Intelligente Kapitalanlage. Durch Aktienanalyse zum langfristigen Borsenerfolg. Wien: Linde International Verlag.
Braun, ). (2007). Fundamentalanalyse, technische Analyse und Behavioral Finance. Saarbrlcken: VDM, Miiller Verlag.
Budelmann, T. C. (2013). Portfolio-Gastbeitrag: Mehrwert durch systematische Aktienselektion. Bérsen-Zeitung, 23.02.2013, Nummer 38,

Seite 2.

Buffett, W. E. (2008). Buy American. | Am. Web 14 June 2013 from New York Times: http://www.nytimes.com/2008/10/17/opinion/17buf-

fett.html?_r=0, Web 2 August 2014.

Daeubner, P. M. (2014). Die besten Trading-Strategien: so schlagen Sie konstant den Markt. Inklusive Money-Management und CFD-Trad-

ing-Strategien. Miinchen: FinanzBuch-Verlag.

Davari,H., & Hajizadeh, E., (2010). Application of data mining techniques in stock markets. Journal of Economics and International Finance,

2(7),109-118.

Goldberg, J., Rldiger von Nitzsch (2004). Behavioral finance: gewinnen mit Kompetenz. Minchen: FinanzBuch-Verlag.
Graham, B. (2003). The Intelligent Investor. The Definitive Book on Value Investing. Revised Edition. New York: Harper & Row.

Heese, V. (2011). Aktienbewertung mit Kennzahlen. Kurschancen und risiken fundiert beurteilen. Wiesbaden: Gabler Verlag. https://doi.
0rg/10.1007/978-3-8349-6446-5

Jurczyk, B. (2011). Quantitative Aktienselektion zahlt sich aus. Borsen-Zeitung, Sonderbeilage Investmentfonds. Birsen-Zeitung, 229, B8.

Larsen,J.,L.(2010). Predicting Stock Prices Using Technical Analysis and Machine Learning. Norwegian Univerity of Science and Technology:
http://www.diva-portal.org/smash/get/diva2:354463/FULLTEXTO1.pdf.

Marc, E. (2013). Optimizing investment decisions and portfolio strategy: a practical approach in the US stock market. Master’s Thesis.
Universitat Graz, Sozial- und Wirtschaftswissenschaftliche Fakultat, Institut fiir Finanzwirtschaft.

Murg, M. (2015). The impact of analysts’ recommendations on stock markets: Market efficiency, information asymmetries and trading opportu-
nities. Universitat Graz. Sozial- und Wirtschaftswissenschaftliche Fakultat. Institut fir Finanzwirtschaft.


http://sl.pons.com/prevod/angle%C5%A1%C4%8Dina-sloven%C5%A1%C4%8Dina/to
http://sl.pons.com/prevod/angle%C5%A1%C4%8Dina-sloven%C5%A1%C4%8Dina/increase
http://sl.pons.com/prevod/angle%C5%A1%C4%8Dina-sloven%C5%A1%C4%8Dina/the
http://sl.pons.com/prevod/angle%C5%A1%C4%8Dina-sloven%C5%A1%C4%8Dina/value
http://sl.pons.com/prevod/angle%C5%A1%C4%8Dina-sloven%C5%A1%C4%8Dina/of
https://doi.org/10.1002/9781118258415
https://doi.org/10.1002/9781118258415
https://doi.org/10.1007/978-3-8349-6446-5
https://doi.org/10.1007/978-3-8349-6446-5
http://www.diva-portal.org/smash/get/diva2:354463/FULLTEXT01.pdf

NASE GOSPODARSTVO / OUR ECONOMY Vol. 63 No. 2 / June 2017

O’Shaughnessy, J. B. (1999). Automated strategies for investment management. A patent on an investment strategy: US5978778 A: https://
www.google.ie/patents/W02001007267A1 ?cl=en.

Sarno, L., & Valente, G. (2005). Modeling and forecasting stock returns: Exploiting the futures market, regime shifts and international
spillovers. Journal of Applied Econometrics, 20(3), 345-376. https://doi.org/10.1002/jae.787

Saunders, A., & Cornett, M. M. (2013). Financial institutions management: A risk management approach (8" ed.). Boston. McGraw-Hill
Education.

Verdickt, G. (2016). Which regression model is best for predicting/forecasting stock prices? https://www.quora.com/Which-regression-mod-
el-is-best-for-predicting-forecasting-stock-prices.

Yuging D., & Yuning,Z.(2016). Machine Learning in Stock Price Trend Forecasting. Web 10 July 2016 from Stanford University: http://cs229.
stanford.edu/proj2013/DaiZhang-MachineLearninglnStockPriceTrendForecasting.pdf.

Author

In March 2016 Vesna Trancar obtained a PhD in the education programme Economy and Business Sciences at the Faculty
of Economics and Business at the University of Maribor. Currently she teaches at the School Center Ptuj and is the author
of numerous professional articles based on research in finance, business, technology and other knowledge related theories.
She is also a member of the Association of Economists and Manager Club Ptu;.

Vpliv lastne informacijske baze na natancnost napovedovanja
prihodnjega gibanja vrednosti nalozbenega portfelja

Izvledek

V prispevku predstavljamo rezultate testiranja hipoteze, da uporaba lastne informacijske baze, na osnovi katere upravljavci
nalozbenih portfeljev oblikujejo kazalnike posameznih analiz delnic, vpliva na natan¢nost napovedovanja prihodnjega
gibanja vrednosti nalozbenega portfelja. Pri oblikovanju optimalnega nalozbenega portfelja je treba upostevati oceno
primernosti in zadostnosti informacijske baze, ki se uporablja v procesu odlo¢anja upravljavcev nalozbenih portfeljev, katere
delnice vkljuciti v dolocen nalozbeni portfelj in katere ne. Razumevanje problema izbora in uporabe razli¢nih informacijskih
baz se navezuje tudi na vprasanje doloCitve pomena Stevilnih pomembnih elementov upravljavcev portfeljev v trenutku
oblikovanja optimalnega nalozbenega portfelja.

Klju¢ne besede: informacijska baza, nalozbeni portfelj, upravljavci nalozbenih portfeljev, delnice.
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