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Abstract

The issue of this study lies on the fact that running an activity of
investment in stock exchange markets needs specific professional
specialization and sufficient experience on market's behaviour and trends that
allows investor to set the proper choice among stocks to buy and the various
financial assets that compose the stock exchange portfolios. This study tries to

answer the following questions:

1. Does diversification in the financial services composing the stock
exchange portfolio helps investors to easily take the proper investment

decision?

2. Does there any relationship between the expected yield and its

coinciding risks?

3. What is the role the financial markets and investment banks may play
in directing and assisting in the formation of the financial portfolio

administration?

Investment in stock exchange is the best ever investment tools in recent
times, because of many investors' attractive privileges that direct their savings
and invest them in these markets. However, the most crucial question lies on

how to select these tools and put it on a new investment portfolio?

The study aims at acknowledging the financial portfolios, besides its role in
investment decisions and the role of the stock exchange portfolio in reducing
the risks of investment, in addition to acknowledging the role of stock markets

and investment banks in this filed.
The study stands upon the following hypotheses:

1. The financial portfolio assists greatly, in a scientific way, investors to

select among other investment chances.
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2. Investors tend to invest in the financial portfolio that provide the

highest profits with the lowest investment risks.

3. As long as the correlation coefficient between the composites of the
financial portfolio is negative and weak, as long as the financial

portfolio performance is efficient and vise versa.

4. Availability of investment banks and stock exchange markets and its

activity assist investors to easily take investment decisions.

The prove the validity of these hypotheses, the researcher adopted the
deductive method to set study pivots, and the inductive method to test the
validity of these hypotheses, besides the historical method to trace the
precedent studies, and the descriptive method to acknowledge the rules and
regulations adopted by investment banks and stock exchange markets to

follow in the formation of financial portfolios.

The researcher proved the validity of the hypotheses and reached many

outcomes, the most outstanding ones are as follows:

1. Diversification and variety of financial portfolios is the most important

tools to depend upon in investment decision-making.

2. Investors rely on comparing the risks which is the most crucial

indicator in decision process.

3. Efficiency of the financial portfolio lies on weakness of the correlation
co-efficiency of its composites, and hence its inefficiency lies on the

strength of these correlations.

4. Investment banks and stock exchange markets direct investors to invest

on stock exchange markets.

The most outstanding recommendations the researcher concluded to are

as follows:

1. Necessity to optimally distribute the financial capitals to assure

diversification and variety of investment fields.
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2. Setting the investment environment through investors' protection and
provision of necessary information that assist them in investment

decisions.

3. Accurate scientific analysis for the information and financial lists
available for the firms issuing the financial stocks before taking

investment decision.

4. Acquainting investors with the development and changes in investment
in stock exchange through revitalization of investment banks and stock

exchange role in directing and enlightenment.
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