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Dr. Tamanna Islam is an Assistant Professor in Bangladesh Institute of Capital Market since January 2022. 
Dr. Tamanna served as a faculty member at the Dept. of Operations Management, Faculty of Business 
Administration, American International University-Bangladesh (AIUB) since 2011. She accomplished her 
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Effect of Margin Loan on Investment Behavior and Performance: 
Insights from the Capital Market of Bangladesh 

 
Tamanna Islam, PhD1 

Abstract 

Margin loan define as the amount of money borrowed from a broker to purchase securities.  Margin 

requirement is define as the difference between the market value of the securities for which the loan is 

given and the loan amount. Margin requirements have long been carried out in practically in almost all 

financial markets. Like all other financial markets, Bangladesh capital market implement margin 

requirements. In the present age the investors and the regulator of stock markets in Bangladesh are 

very conscious regarding the performance of margin loan.  This study tried to examine the effect of 

margin loan on the investors’ behavior and performance in the stock market. For this purpose, a 

structured survey questionnaire was used to collect primary data from the capital market investors of 

Bangladesh. The information was composed for one month. The data were collected from 24 March, 

2022 to 25 April, 2022. In this study 250 sample were used. The multinomial logistic regression model 

was used to examine the impact of margin loan on the investors’ investment behavior and performance. 

The study used investment horizon (short term or long term investment), size of investment after taking 

margin loan and frequency of trade as dependent variables for measuring investors’ investment behavior. 

Returns and portfolio size were considered as dependent variables to measure investors’ performance. 

The findings indicate that margin loan inversely related with investment horizon, whereas size of 

investment is positively influenced by margin loan. After taking margin loan, frequency of trading will be 

declined. Returns and portfolio size were used to measure investors’ performance of the investors. 

Amount of margin loan has positive effect on the return. Portfolio size positively influenced by amount 

of margin loan. 
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