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Abstract

The study examined the relationships between information asymmetry, perceived participation costs
and perceived stock market participation of private firms in Kampala. It was prompted by the limited
numbers of firms listed on the Uganda Securities Exchange (USE) compared to the number of firms
listed on the Nairobi Stock Exchange (NSE).

The study adopted a quantitative (descriptive and inferential) research designs. The study considered
large tax payers with annual chargeable income above Shs. 50m within Kampala District who
constituted the population of study. The sample size of the study was 118 respondents and self-

administered questionnaires were used to collect data from the private firm’s managers.

The study found out that, information asymmetry and perceived participation cost are related with
perceived stock market participation. Information symmetry was found to have a positive and
significant relationship with Perceived stock market participation as well as perceived participation
cost did with perceived stock market participation. However information asymmetry is a more
important predictor of perceived stock market participation than perceived participation costs. There
was also significant positive relationship between Information asymmetry and Perceived
participation costs. These findings imply that if there is positive improvement in the quality and

quantity of information provided more firms will be seen participating on the stock market.

From the findings, it is recommended that much emphasis should be put on provision of quality
information (accurate and clear) by private firms as well as USE the making information about is
operation mare available. Furthermore, CMA should review the costs involved in accessing finance
through the stock exchange. If USE and CMA adopt this stand, the financing option is likely to be
familiar and affordable to these firms and thus more firms will be seen to use the stock market as the

source of finance.
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