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Abstract 
 

Young people from 18 to 35 represent the basic lever of the development 
of every society. Their self-employment and entrepreneurship are of 
particular importance for poor countries and the countries in post-transitional 
period. The entrepreneurship of the young people is permeated by a large 
number of challenges. The most important challenges are the method of 
financing and financial risks in business. The research aim of this paper is 
inquiring of the exposure to financial risks with the aim of their 
minimization by adequate management. So as to gain the aim that is set in 
the paper, we are researching the exposure of young entrepreneurs to the 
financial risks, the sources of finance of young entrepreneurs, theoretical 
framework of risk management and quantitative approaches to the financial 
risk management.  
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EXPOSURE TO AND MANAGEMENT OF FINANCIAL RISKS 

OF YOUNG ENTREPRENEURS  
 

The data on proactive social engagement of the young people in Serbia, 
but also in the countries in the region, are devastating. The young people 
between 15 and 30 fall under the category of the most unemployed 

                                                      
94 Original scientific article 



544 
 

population. In Serbia, according to the data of the Statistical Office of the 
Republic of Serbia, the young people have got the highest rate of 
unemployment. According to the research of the position and needs of the 
young people in Serbia by the Ministry of Youth and Sports the hopelessness 
of the young people increases, so more than three-fifths of them, mainly 
highly-educated, believes that there are no prospects in Serbia, while only 
10.1% believes that there are.95 By the same research, the data have been 
obtained that the young people in Serbia see the opportunity abroad (63.5%), 
and as the greatest problem stands out the problem of unemployment 
(57.7%). The best way of solving this problem and other social problems is 
stimulating of the entrepreneurship. However, the entrepreneurship in 
Serbia, comparatively speaking, is insufficiently present among young 
people and often hampered by barriers from which the most important are 
those of financial nature. (Njegomir, 2015). 

According to Richard Cantillon, the entrepreneurs are individuals that 
accept the risk and deploy the resources so as to maximize the financial 
result by using the available options. (Cantillon, 1931) Schumpeter defined 
the entrepreneurship in the context of development of new products or 
services, the development of new methods of production, identification of 
new segments and market, identification of different sources of offer and 
development of different forms of organizations (Schumpeter, 1934). 
Entrepreneurship essentially represents the identification of opportunities 
and the realization of useful ideas into practice (Acs, 2006). The tasks that 
require such behaviour can be fulfilled individually or in group and usually 
require creativity, enterprise and readiness for taking risk. 

 
EXPOSURE OF THE YOUNG ENTREPRENEURS TO 

FINANCIAL RISKS 

 
Investment in any financial instrument, and/or the form of assets is 

motivated by the expectation of the investor to achieve a certain yield. The 
yield, however, can be, but it does not have to be realized, as it can be higher 
or lower than the expected. The expected yield is not always certain: in other 
words, the investor faces with the risk that his/her investment will not give 
the result in accordance with his/her expectations and assumptions which 
have been the starting point for investment, and/or the circumstances that the 
investor has taken into consideration while investing. 

If we call the instability of cash yields the financial risk, then the factors 
of that risk can be grouped in several categories: market risk, credit risk, 
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liquidity risk, operational risk, legal regulatory risk, business risk, strategic 
risk and the risk of reputation.  

Market risk represents the changes in market prices and ratio of 
exchange, which leads to reduction of value of financial assets of the 
portfolio. Market risk can further be decomposed in its four main forms as 
follows: risk of interest rate, equity price risk, risk of foreign exchange and 
risk of changes in commodity prices. Interest-rate risk is the risk that appears 
when the securities lose their value due to the increasing of market interest 
rate. Equity price risk is the risk that binds to the instability of the price of 
common shares and which can be conditioned by the activity of 
macroeconomic factors (systemic risk) or business of the company 
(individual risk). Foreign exchange risk is undesirable change of parity of 
foreign currencies in regard to domestic currency, which can cause 
significant losses in foreign trade transactions. Commodity price risk is 
conditioned by the ratio of supply and demand, but also by some other 
factors such as: the season, type of commodity, way of transport and storage, 
etc.  

Credit risk is the risk of change of credit ability of the client (buyer), 
which can influence on the change of the value of financial assets of the 
creditor. Forms of this risk are manifested in inability to fulfill payment 
obligations or inability of fulfilment of the part of the obligation (as a mild 
form).  

Liquidity risk implies deterioration or inability of the company to pay off 
one's obligations or inability to collect one's claims.  

Operational risk is specific type of financial risk that refers to potential 
losses of value due to inadequate organization, poor management, wrong 
control, frauds, thefts and other mistakes. Operational risk implies: internal 
frauds (false data, stealing), external frauds (robbery), inadequate 
engagement of the employed (false sick leave), improper relationship with 
the clients, damages due to force majeure, technical problems (power cut, 
failure of telecommunications connections), executive problems (wrong 
data, incomplete documentation and the like.). 

Legal and regulatory risk is the name for the risks connected to disregard 
or change of legal norms. Typical example is the conclusion of illegal 
business agreements, long litigations with the aim of non-performance of the 
contractual obligations or the changes of tax laws.  

Business risk implies overcoming of uncertainty concerning the 
movement of market demand, overcoming of optimal level of market prices, 
the costs of production, storage and delivery of goods and other.  

Under strategic risk we imply the risk of large investments where there is 
the risk concerning success and profitability. New dimension of risk is the 
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reputation risk that has become important after great accounting scandals at 
the end of twentieth century (Enron, Parmalat).  

 

THE SOURCES OF FINANCIAL RESOURCES OF YOUNG 

ENTREPRENEURS 

 
The researches in Serbia show that the entrepreneurs from non-bank 

sources of financing mostly use state aid (70%), then micro financing by 
non-bank entities (11.7%), help of friends and family (10%), business angels 
(5%) and lastly, the risk capital (3.3%). In the following presentations, we 
point to the most important sources of finance. Firstly, one’s own sources of 
finance are considered and then the external that can be on the commercial 
basis or of the state. (Erić, 2012)  

The most important sources are individual savings and the savings of 
family and friends. It is about the property that the owner or the owners 
possess before the beginning of the business. Investing of one's own savings, 
the personal property of the owner turns into the founding capital of the 
business entity. The owner's own resources and of his/her families are 
usually permanently connected to business of the business entity. The return 
of invested capital in the form of founding capital is possible only under the 
condition that there comes to the bankruptcy of business entity and while 
bankruptcy after the payout of all the creditors. However, this does not mean 
that the owners will not restore the invested capital in indirect way through 
the earnings from the business of business entity. The owner’s own 
resources and of his/her families have got a number of advantages, but also 
the disadvantages. These advantages include absence of dependence on 
investors, minimizing the indebtedness and increasing one's own solvency 
and increasing the credit ability. If there are more owners, the dispersion of 
risk is realized except additional capital of course, with the price of losing 
exclusive property. The greatest disadvantages of using one's own resources 
are opportunity costs, and/or the costs of the lost chance that the owner with 
his/her own resources realizes higher yield by alternative investment in bank 
or other business venture, as well as the limitation of these resources for 
complete growth and the development of business entity. 

 
Table 1: The sources of finance of small and medium-sized enterprises by 

the stages of life circle. 
Type 
SME 

The initial 
phase 

The phase of 
growth 

The phase of 
maturity 
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The 
enterprise
s with 
small 
potential 
for growth 

• individual 
savings, 

• equity in 
real estate, 

• savings of 
family and 
friends, 

• state aid, 
• loans of 

commercial 
banks 

• factoring, 
• leasing, 
• commercial 

loans, 
• bank loans 

• undistributed 
profit, 

• bank loans 

 
The 
enterprise
s with 
moderate 
potential 
for growth 
and the 
enterprise
s with the 
potential 
for rapid 
growth 

• individual 
savings, 

• the savings 
of family 
and friends, 

• business 
angels, 

• risk 
capitalists, 

• corporate 
investment
s 

• risk capitalists, 
• private offering 

of shares, 
• public offering 

of shares, 
• bank loans, 
• corporate 

investments 

• corporations, 
• bank loans, 
• bond funds with 

high yield, 
• pension funds, 
• initial public 

offering of 
shares 

Source: Erić, D.D. et al: Financing of small and medium-sized 
enterprises in Serbia, Privredna komora Srbije, Beograd, 2012., p. 44 
 
Except one's own savings, the savings of family and friends, the most 

important sources of financial resources of young entrepreneurs are of the 
state. Namely, there are numerous funds that finance the entrepreneurs and 
entrepreneurs-beginners on the basis of different criteria. The important 
sources are National agency for regional growth, the Ministry responsible for 
scientific activity and technological development, the National Employment 
Service, whose resources are available in case that a potential entrepreneur 
has previously had regular employment, financial support to the export, the 
Development Fund of AP of Vojvodina and the Guarantee Fund of AP of 
Vojvodina. The most significant resources to the entrepreneurs and 
entrepreneurs-beginners are granted by Development Fund of Serbia. The 
criteria for the estimation of investment programmes, the conditions of using 
the fund resources with specified minimal and maximum amounts, 
deadlines, interest rates and procedures for granting loans as well as other 



548 
 

important conditions are regulated by annual Fund Programme that is the 
key starting point for entrepreneurs, small and medium-sized enterprises on 
their way to securing financial resources from the Fund. 

 

THEORETICAL FRAMEWORK OF RISK MANAGEMENT 

 
Risk management as a process consists of several steps: 1) establishing 

goals and context of risk management, 2) estimation of risk (includes 
identification, quantitative and qualitative estimation and prioritization), 3) 
treatment of risk (includes) risk control - avoidance, prevention and 
reduction, and b) risk financing - retention, transfer into insurance and other 
risk transfers) and 4) implementation. (Njegomir, 2011). 

Risk management has recently been treated more as profit centre that 
provides the improvement of business because one starts from fundamentally 
different attitude according to which the risk can have positive and negative 
influence on business performances. Namely, variability is not necessarily 
bad unless the company becomes more competitive. The process of risk 
management has been shown by Picture 1. 
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Picture 1: The process of risk management 

 
Source: Njegomir, V.: Osiguranje (Insurance), Ortomedics book, Novi 

Sad, 2011., p. 39 
 

 

QUANTITATIVE APPROACHES TO FINANCIAL RISK 

MANAGEMENT 
 

Market portfolio is diversified portfolio at the most and it contains only 
the risk that cannot be eliminated by the diversification. The question arises 
how the risk of investment in market portfolio brings greater yield in relation 
to holding non-risk financial instruments. In answering to these questions, 
the theory has used the construction of the model of measuring the yield and 
risk in the context of portfolio theory. Model that measures the ratio of risk 
and yields of financial instruments starting from market portfolio is called 
Capital Asset Pricing Model - CAPM). 

CAPM assumes the optimal portfolio where the investor with the 
aversion towards the risk combines the market portfolio with non-risk 
portfolio. Every investor holds (in specific proportion which suits his/her 



550 
 

preferences) the market portfolio. Investors that have the aversion towards 
the risk expects that the yield of market portfolio E(RM) be higher than the 
yield of non-risk financial instrument (RF) for the amount - of premium 
which will correspond to the risk of holding of market portfolio. The 
difference between expected yield of market portfolio and non-risk yield is 
called market price of risk E(RM) - RF.  

Tilt right that is represented by the expression (Krneta, 2006)  
(E(RM) – RF ) / δM  
where δM (represents the risk of market portfolio) expresses for how 

many percents the investor will be awarded above non-risk yield for each 
1% of taken risk. 

Market price of risk enables that the expected yield of efficient portfolio J 
be represented by the following expression: 

E (RJ) = RF + [ (E(RM) – RF ) / δM ] δJ = RF + λ δJ 
where  
 δJ - is the risk of efficient portfolio J 
λ –market risk price. 
Stated equation of straight line for expected yield of efficient portfolio 

represents CML (Capital Market Line). Expected yield of efficient portfolio 
consists of two components: the first, which represents the yield on non-risk 
investments and the second, the yield as the award for taken risk of risk 
investment alternative, i.e. the premium of risk. The premium of risk 
represents the product of market price of risk λ and the risk that corresponds 
to efficient portfolio δJ. From this expression it is noticed that the expected 
yield depends only on one component of risk that cannot be eliminated by 
diversification.  

The theory has defined the expected yield of individual investment 
(securities) or every other inefficient investment portfolio. The expression 
for expected yield of every inefficient portfolio is called SML (Security 
Market Line): 

E (RA) = = RF + λ δA ρAM  
where  
RF -  is the rate of non-risk yield          
E (RA) - expected yield of the share A 
δA - total risk of the share A 
ρAB - coefficient of correlation of the share A and market portfolio M 
Expected yield consists of two components: non-risk yield and premium 

on risk. Premium on risk is the product of the market price of risk λ and the 
risk of the share A that further can be diversified (δA ρAM), and/or systemic 
risk that is in the share A. It means that the market does not secure the 
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premium on total risk of the share A (δA) but only on the part of systemic 
risk that is in the share A (δAρAM). 

Values δA δM ρAM represent the variability of yield of the share A 
(risk), variability of market portfolio M (market risk) and mutual correlation 
between the share A and the market. So as to facilitate the calculation of 
expected yield of the share A, beta coefficient of the share A has been 
introduced, which mathematically represents its covariance in relation to 
market portfolio, divided with covariance of market portfolio.  Beta 
coefficient is defined by the expression:  

β A = (δA * ρAM ) / δM  
In other words, beta coefficient of the share A is equal to the quotient of 

systemic risk of the share A and the risk of market portfolio that consists of 
only systemic risk, i.e. systemic market risk. It is the measurement of 
systemic risk and expresses the risk of financial instrument in relation to the 
market risk. If beta coefficient for some share is less than 1, then that share is 
less risky than the market as a whole. If, for example, for some share beta is 
equal to 0.9 and if the risk of the market is increased for 1%, the risk of that 
share will increase for 0.9%. If for this coefficient for some share is equal to 
one, that share is risky as the market is risky as a whole. If beta is greater 
than one, observed share is more risky than the market portfolio. 

 
ASSUMPTIONS AND DATA FOR THE RESEARCH OF THE 

MARKET MOVEMENTS 

 
The research of the stability of the beta coefficient depending on the 

market trend direction includes the period of exactly five years from 
09.01.2006 – 31.12.2010. For the said period, there is available series of data 
for 1258 trading days which represents reliable statistical basis. All data on 
the index values and stock prices, daily returns, as well as other data related 
to trading, are downloaded from the website of the Belgrade Stock Exchange  
www.belex.rs. In the said five-year peiod, the capital market in Serbia has 
had three clearly differentiated different trends, in accordance with the 
movement of all developing markets in the region. The periods are 
determined on the basis of the extreme values of the index Belexline and are 
stated in the table 1.  

The movement of the index Belexline and Belex15 in the period of 2006 - 
2011 is shown in picture 2, and the basic data on the realized turnover, 
number of stock transactions and the movement of the index value of the 
Belgrade Stock Exchange are presented by years in the table 2.  
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Table 2. The period of analysis with the characteristics of the trend of growth, 
decline and consolidation 

 
Picture 2. The movement of the index BELEXline and Belex15 in the 

period of 2006 - 2010. 
 
The first sub-period, and/or in the second half of 2006 and in the first 

quarter of 2007, is characteristic not only for the Belgrade Stock Exchange, 
but for all markets in the region, as marked increasing. Both indices have at 
the same time achieved their historical maximum value on 03.05.2007. As 
the first sub-period is characterized by extremely strong increasing trend, so 
the second sub-period (from 30.05.2007 to 01.04.2009) has had strong 
downward trend. The market fall lasted until April 2009, after which the 
recovery followed in the third period and the period of consolidation where 

 PERIOD 
NUMBER OF 

DAYS  
TREND 

I 
Period 

9.01.2006 - 
3.05.2007 

327 GROWTH 

II 
Period 

4.05.2007 - 
1.04.2009 

87 DECLINE 

III 
Period 

2.04.2009 - 
31.12.2010 

44 CONSOLIDATION 
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the indices moved in relatively narrow range. It is noticeable that after 
achievement of maximum values of the Belgrade Stock Exchange there 
followed the period with constant decrease of turnover and transactions. The 
index Belex15 realized its minimum value of 354 points on 11.03.2009, after 
which on 1.04.2009 the index Belexline realized its historical minimum 
value of 842 points. In 2010 and despite the further decrease in stock 
transaction, a larger number of transactions is expressed, as a result of 
inclusion of Naftna industrija Srbije (NIS) into the capital market. NIS is the 
first company whose shares about 4.8 million citizens received free. They 
are started to be traded on the market from August 2010, however, neither 
such company did stimulate more significant interest of investors in trading 
on the Belgrade Stock Exchange.  

The index values and stock price at the beginning and at the end of each 
of three analysed trends within five-year period and the returns at some 
periods are presented in the table 3. The value of the market capitalization is 
stated at the same time on 21.01.2011 at average effective rate EUR/RSD of 
104,9470 din/euro. The shares split has been made in this period in the 
company Tigar, Privredna banka and Sojaprotein at 1:10, 1:20, and 1:5 and 
that in October 2000, and/or in June 2007 and in January  2008, respectively.  

The stock liquidity for five-year period and for each individual trend is 
shown in the table 4. The liquidity is expressed as a percentage of number of 
days where the trading has taken place in relation to total number of trading 
days in the considered period for every stock individually. It should be 
pointed out that the analysis did not include the stocks that were traded by 
the method of prevailing price starting from 09.01.2006. It is the case with 
the stocks of Univerzal banka, Privredna banka, Komercijalna banka, and  
Metals banka. The analysis is carried out for them starting from the day 
when they passed to the method of consistent trading, and that was 
17.01.2006, 27.06.2006, 17.08.2006, and 29.12.2006. Shorter period of 
consideration is taken only for those stocks. Indicators and method of 
analysis is the same for all stocks.  
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 2006 2007 2008 2009 2010 
Turnover  
mil EUROS 

1.051 1.852 816 387 177 

Number of 
 Transactions 

115.992 285.566 110.787 68.503 716.30 

Belex 15 1.675,20 2.318,37 565,18 663,77 651,78 
% turnover  
Belex 15 

58,01 38,39 -75,62 17,44 -2 

BELEXline 
2.658,16 3.830,84 1.198,34 1.311,84 1.282,66 

%turnover 
BELEXline 

36,01 44,12 -68,72 9,47 -2,22 
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Table 3. The basic data on stock trading on the Belgrade Stock Market  

 
Table 4. The index values, prices of selected stocks and their returns by 

periods  
 

 
Table 5. The liquidity of trading  
 
The data on the turnover value, number of transactions and cumulative 

trade volume are shown in the table 6, which shows the indicators of 
liquidity. The liquidity in the analysis is important because it indicates the 
stability of the beta coefficient.  

The number of transactions and the turnover value indicate that the most 
liquid stocks in the third period have been AIKB ENHL AGBN and SJPT. 

9.01.2006 3.05.2007 1.04.2009 31.12.2010 % % %

 mil EUROS 1 2 3 4 "1/2 "2/3 "3/4

Belex line 2706.5 1945 5007 842 1283 157 -83 52

Belex 15 1169.8 1052 3305 379 652 214 -89 72

AIKB 314.1 2800 14719 1357 3323 426 -91 145

ENHL 90.8 908 3165 434 900 249 -86 107

AGBN 58.2 12000 41225 2897 7202 244 -93 149

KMBN 248.6 - 145995 16860 26046 - -88 54

SJPT 91.8 2400 4919 607 850 105 -88 40

IMLK 167.0 1535 2825 975 1900 84 -65 95

MTLC 23.3 3800 6099 1345 2150 61 -78 60

UNBN 23.3 - 46675 6200 4200 - -87 -32

TGAS 64.2 8000 25000 2200 5860 213 -91 166

PRBN 15.4 - 5252 387 615 - -93 59

TIGR 12.4 2070 2890 405 673 40 -86 66

MTBN 32.7 - 60861 2675 3091 - -96 16

VZAS 14.0 425 2450 295 580 476 -88 97

ALFA 14.0 29600 35999 5340 8145 22 -85 53

THE PRICES   din THE RETURN 
Mkt CAP

entire I per II per III per entire I per II per III per entire I per II per III per 

Belxline 1258 327 487 444 1258 327 487 444

Belx15 1258 327 487 444 1258 327 487 444

AIKB 1258 327 487 444 1256 325 487 444 99.8 99.4 100.0 100.0

ENHL 1258 327 487 444 1244 314 486 444 98.9 96.0 99.8 100.0

AGBN 1248 317 487 444 1240 315 483 442 99.4 99.4 99.2 99.5

KMBN 1085 154 487 444 899 146 411 342 82.9 94.8 84.4 77.0

SJPT 1258 327 487 444 1242 315 487 440 98.7 96.3 100.0 99.1

IMLK 1258 327 487 444 1158 306 450 402 92.1 93.6 92.4 90.5

MTLC 1258 327 487 444 1125 310 449 366 89.4 94.8 92.2 82.4

UNBN 1224 293 487 444 1002 287 400 315 81.9 98.0 82.1 70.9

TGAS 1258 327 487 444 1019 317 369 333 81.0 96.9 75.8 75.0

PRBN 1081 150 487 444 957 148 456 353 88.5 98.7 93.6 79.5

TIGR 1258 327 487 444 1152 313 438 401 91.6 95.7 89.9 90.3

MTBN 1008 150 487 444 913 77 477 359 90.6 51.3 97.9 80.9

VZAS 1232 293 487 444 998 151 463 384 81.0 51.5 95.1 86.5

ALFA 1258 327 487 444 1040 303 405 332 82.7 92.7 83.2 74.8

NUMBER OF DAYS OF THE PERIOD NUMBER OF TRADING DAYS LIQUIDITY %
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The turnover value per transaction indicates the dominant participation of 
institutional investors (if the turnover values have been high) or of small 
investors (if the turnover values have been low). By comparison of 
indicators ENHL and ALFA, it is noticed that a large number of transactions 
with low turnovers is characteristic for ENHL, and small number of 
transactions with high turnover for ALFA.  

On the basis of the indicators of liquidity, there follows the conclusion 
that the stocks AIKB, ENHL, AGBN and SJPT are the most liquid stocks of 
14 companies that enter into the composition of the index. Also the stocks 
TIGR and IMLK have better liquidity than other stocks from the index 
basket Belex15.  

 

 
Table 6. The indicators of liquidity of trading in III period 
 

THE ANALYSIS OF THE EMPIRICAL RESEARCH RESULTS 

 
The research results are determined on the basis of daily returns of the 

index and daily returns of the individual stocks. The value of the beta 
coefficient and the value of the constant member of regression for entire 
five-year period but as well as for each of three considered trends have been 
determined (by regressive analysis, and on the basis of the expression (3)) 
for each stock individually and the index Belex15 in relation to the market 
portfolio, which is presented by the general index of the Belgrade Stock 
Market Belexline. Also, the correlation coefficient, the coefficient of 
determination and the return rate have been determined. (table 6) 

turnover per ratio of

number turnover number of transaction cumlative volume/

of stocks mil din transactions thousand din volume no. stocks

AIKB 8,345,904 5,315.8 5,213 1020 345,668 0.041

ENHL 9,467,810 568.2 4,360 130 1,263,329 0.133

AGBN 718,748 640.4 2,543 252 183,945 0.256

KMBN 870,931 238.3 453 526 34,707 0.040

SJPT 9,844,844 403.2 2,484 162 948,658 0.096

IMLK 9,101,953 557.6 1,434 389 498,026 0.055

MTLC 1,020,000 105.9 838 126 112,691 0.110

UNBN 567,181 309.4 509 608 110,214 0.194

TGAS 1,036,658 57.8 961 60 25,756 0.025

PRBN 2,492,828 79.6 707 113 310,712 0.125

TIGR 1,718,460 128.0 1,351 95 379,918 0.221

MTBN 1,081,849 79.6 732 109 48,939 0.045

VZAS 2,260,196 55.0 864 64 390,983 0.173

ALFA 174,812 656.2 961 683 95,295 0.545
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It is noticed in a five-year period that stocks AIKB, ENHL, AGBN, 
KMBN, IMLK, MTLC and UNBN have the beta coefficient higher than 1, 
while other companies have the value lower than 1. It means that the stocks 
with beta higher than 1 have been more risky in relation to the whole market 
and that their intensity of price change has been higher than of the market. 
Similarly, it is noticed that the correlation coefficients for the entire period 
for the stocks of four companies AIKB, ENHL, AGBN, KMBN have the 
values over 60 %, while for even six companies the correlation coefficient is 
lower than 30%. 

 

 
Table 7. The beta coefficient, the correlation coefficient and the 

coefficient of determination for selected stocks and Belex15  
 
By consideration of some periods, it may be generally concluded that the 

correlation of the return, stocks of individual companies, in relation to the 
market return has been significantly lower in relation to the remaining two 
sub-periods. This can be explained by the fact that the disadvantages and 
undevelopment of the market were manifested exactly in the first sub-period. 
This statement practically makes difficult consistent conducting of research, 
because the examination of the stability of the beta coefficient depends on 
the market trend direction and the first period that is the representative of the 
increasing trend of the market. Apart from this, the results provide that the 
characteristic is noticed and to make the conclusion related to the beta 
coefficient for some stocks on the capital market in Serbia.   

For these reasons, the consideration is focused on the second and the third 
sub-period. In the period of the market fall, significantly larger number of 
stocks had the beta coefficient higher than 1, (even 8 stocks), while in the 
period of consolidation only five stocks had the beta higher than 1.  It is 
interesting to notice that the stocks SJPT IMLK and MTLC in the second 

beta C COR R
2 

beta C COR R
2 

beta C COR R
2 

beta C COR R
2 

Belex15 1.397 0.940 0.884 1.106 0.654 0.428 1.511 0.973 0.947 1.282 0.966 0.933

AIKB 1.715 0.682 0.465 1.318 0.351 0.123 1.931 0.734 0.539 1.439 0.742 0.551

ENHL 1.561 0.606 0.367 1.499 0.302 0.091 1.698 0.687 0.472 1.376 0.718 0.516

AGBN 1.520 0.591 0.349 0.302 0.069 0.005 1.598 0.686 0.471 1.719 0.676 0.457

KMBN 1.589 0.632 0.399 1.692 0.523 0.274 1.696 0.657 0.432 1.438 0.586 0.343

SJPT 0.996 0.440 0.194 0.216 0.049 0.002 1.170 0.526 0.277 0.854 0.568 0.323

IMLK 1.079 0.406 0.165 1.600 0.329 0.108 1.142 0.419 0.176 0.900 0.522 0.272

MTLC 1.241 0.484 0.234 0.746 0.243 0.059 1.542 0.528 0.279 0.875 0.510 0.260

UNBN 1.261 0.418 0.175 0.847 0.196 0.038 1.301 0.427 0.182 1.322 0.478 0.228

TGAS 0.687 0.257 0.066 1.520 0.389 0.151 0.403 0.155 0.024 0.901 0.350 0.123

PRBN 0.355 0.136 0.018 0.279 0.099 0.010 0.087 0.031 0.001 0.751 0.337 0.114

TIGR 0.352 0.154 0.024 0.650 0.158 0.025 0.122 0.058 0.003 0.639 0.312 0.097

MTBN 0.547 0.202 0.041 0.267 0.103 0.011 0.364 0.127 0.016 0.818 0.309 0.095

VZAS 0.641 0.221 0.049 1.303 0.224 0.050 0.594 0.223 0.050 0.395 0.255 0.065

ALFA 0.131 0.058 0.003 0.316 0.112 0.013 -0.064 -0.026 0.001 0.359 0.185 0.034

THE ENTIRE PERIOD I PERIOD II PERIOD III PERIOD 
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sub-period had beta coefficient higher than one, and in the third sub-period 
had lower than one. Also it can generally be ascertained that the correlation 
coefficient of the stock return is significantly increased in the second and in 
third sub-period than in the first.  

It is noticed than only ALFA has had negative beta coefficient value 
(truly, the small value -0,064) in the second sub-period, which means that it 
is negatively correlated with the market and that it has the opposite direction 
of return movements in relation to the return of the market portfolio. (that 
the return has the opposite movement direction of the general market 
movement). In the third sub-period, ALFA has low beta value of 0,359 with 
low correlation coefficient of 0,185.  

In the second and in the third sub-period it is clearly noticed that the 
stocks with higher corelation coefficient with the market have also higher 
beta coefficient.  

The coefficient of determination represents the portion of share 
variability that can be attributed to its linear connection to the market 
variability. In other words, the percentage value of determination shows how 
much the price change on the whole market (the market index values) 
participates in percentage price change of the stock. Thus for AIKB in the 
second sub-period the coefficient of determination is 0,539, which means 
that there has been a 54% price change AIKB, as a result of the whole 
market variation. In the third sub-period the determination is practically the 
same and is 55%. Although the third sub-period is characterized by lower 
liquidity and lower turnovers (when we exclude the stock trading of NIS) 
four stocks are noticed AIKB, ENHL, AGBN, KMBN where the coefficient 
of determination is expressed in percentage over  30% in both periods, while 
for the first three stocks it is over  45% . For stated three tocks, the value of 
the beta coefficient is practically the highest and significantly higher than 
one (for both periods it ranges from 1,37 to 1,93). It is noticed that the beta 
coefficient at AIKB ENHL is lower in the third sub-period than in the 
second, while at AGBN it has increased in the third sub-period.  

The stocks KMBN and SJPT in both sub-period have the coefficient of 
determination ranging from 27% to 42% . For stocks of all other companies 
that are considered (such are even 9) the coefficient of determination is very 
low which immediately indicates inapplicability of the beta concept for those 
stocks.  

The analysis of the beta coefficient is also done for the index Belex15. In 
this contex, the index Belex15 can be considered as the investment fund with 
portfolio of stocks that constitute the index basket. For all three sub-periods, 
the high value of the correlation coefficient with the index BELEXline is 
noticed.  The correlation coefficient from the value of 0,654 in the first sub-
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period increased significantly in the second and in the third sub-period to 
very low values of 0,973 and/or 0,966. Analogously, the high value is of the 
coefficient of determination in the second and in the third sub-period, 95% i 
93%. It confirms that the index Belex15 is the representative and well-
structured as an indicator of the movement of the most liquid stocks of the 
Belgrade Stock Market. The beta coefficient in the first sub-period is 1,106 
while in the second and in the third sub-period it is significantly higher 1,511 
and 1,282. It is known that the beta coefficient of the portfolio is, as a rule, 
significantly more stable than the beta coefficient of the individual 
companies. In our example it is not so expressed as it would be expected. 
We can consider this as the confirmation of the capital market 
undevelopment in Serbia. The beta coefficient reduction in the third sub-
period and its approaching to one confirms the empirical observation that 
over time the beta coefficient tends to 1.  

The beta dependence of the time series length is not analysed in the 
paper, but the beta stability of the direction of the market trend is tested. It 
has proved that only for several stocks the coefficient of determination is 
over 40% in two periods and that there are differences of the beta coefficient 
for the same company in some periods.  

This research shows that the price change at individual stocks causes 
instability of the beta coefficient, which need not be caused by the general 
market movement. In the second and in the third sub-period, significant 
fluctuation of stock price is not associated with the general market 
movement, than with the day of dividend for stocks of the companies that 
work successfully, or with the repurchase of own stock, or with the 
expectations about takeovers of the companies and other. The stated events 
lead to price fluctuation apart from the general market movement.  

 
CONCLUSION 

 
Young entrepreneurs have got difficult access, and/or unfavourable 

conditions while borrowing the resources and that is why in the initial stage 
they rely on their own resources at most part. At later stage of development 
of entrepreneurship, other forms of financing occur in the form of: factoring, 
leasing, bank credit, public offering of shares, but the increasing of capital 
from profit and other. Ensuring sufficient financial resources for business 
and enlargement of material base is one of the factors for success and further 
existence on the market.  

Investment in any other form of assets basically has got expecting of 
yield. As the yields are connected to the risks and in that way that great 
yields bring great risks as well, then it is important to know and analyse 
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financial risks. The most important are featured as: market risk, credit risk, 
liquidity risk, operational risk, legal regulatory risk, business risk, strategic 
risk and reputation risk. Risk estimation includes the identification, 
quantitative and qualitative analysis and determining of risk priority. The 
next steps are control and risk financing.   

At the foundation of the management of financial risks is the formation of 
portfolio with the aim to combine financial instruments that enable the most 
favourable yield in relation to the risk. By the diversification, the portfolio 
risk can be reduced so that the lower coefficient of correlation between the 
securities reduces the risk. By the diversification, the risk that stems from 
uncertainty that surrounds some enterprises is reduced. The risk that can be 
reduced by diversification is called specific non-systemic risk. There is also 
the risk that by diversification cannot be avoided and that is called systemic 
or market risk. Portfolios that contain all instruments that are available on 
given market have got market risk in theoretical sense. Market risk stems 
from the fact that there is uncertainty connected to general economic 
movements that affect all economic entities.  

The market risk is important for the owner of the portfolio because a 
specific risk is reduced almost entirely through diversification. Portfolio risk 
is reduced if the number of instruments in portfolio increases. If the number 
of financial instruments in the portfolio is such that it includes all financial 
instruments on the market, then the portfolio risk becomes the risk of total 
market. It means that by the enlargement of portfolio, and/or by addition of 
new elements, standard deviation of portfolio tends to be equal to standard 
deviation of market portfolio. Formation of optimal portfolio starts from the 
calculation of expected yield of certain securities, then from determining of 
expected yield of portfolio and determining of risk of individual security and 
the portfolio. Beta coefficient is the measure of systematic risk and it 
expresses the risk of financial instrument with regard to market risk. 
Quantitative approach to one's basis helps in making decisions according to 
preferences of the investors. 

 
REFERENCES 

 
Acs, Z.J. (2007). Foundations of High Impact Entrepreneurship, 

Foundations and Trends in Entrepreneurship. Vol. 4, No. 6, 2008, p. 535-
620. and Ireland, R.D. and Webb, J.W.: “A Cross-Disciplinary Exploration 
of Entrepreneurship Research”, Journal of Management, Vol. 33, No. 6, p. 
891–927. 



 
 
 
 

561 
 

Birovljev, J. (2002). Crisis management and strategy of restructuring of 
agribusiness enterprises on the foundations of new strategic options. Anali 
Ekonomskog fakulteta u Subotici, No.7, 133-143. 

Cantillon, R. (1931). Essai sur la nature du commerce en general. edited 
and translated by Higgs, H., MacMillan, London.  

Erić, D.D., Beraha, I.A., ðuričin, S.O., Kecman, N.ð. i Jakišić, B.B. 
(2002). Financing of small and medium-sized companies in Serbia. 
Privredna komora Srbije, Beograd. 

Green Paper (2003). Entrepreneurship in Europe. Commission of the 
European Communities, COM 27 final, Brussels. 

Hedging, John Wiley & Sons, (2006). Ltd, Chichester, West Sussex, UK, 
p. 8 

Krneta S. (2006). Portfolio securities and strategies for portfolio 
management. Beogradska berza, Beograd. 

Njegomir, V. (2015). Comparative analysis of trends and importance of 
entrepreneurship. Računovodstvo, Vol. 59, No. 3, p. 80-92. 

Njegomir, V. (2011). Insurance. Ortomedics book, Novi Sad. 
Njegomir, V.(2007). Minimizing the risk of insurance companies. 

Industrija, Vol. 35, No. 3, p. 83-102. 
Njegomir, V. (2006). Risk management by the application of composite 

model. Zbornik radova, 7. meñunarodni simpozij informacijska i 
komunikacijska tehnologija i osiguranje, Plitvice.   

Njegomir, V. (2015) Management of risks of entrepreneur ventures. 
Računovodstvo, Vol. 59, No. 4, p. 95-106. 

Njegomir, V.(2016) The role of financial planning in entrepreneurship. 
Revizor, Vol. 18, No. 73, p. 91-103. 

Radović M.(2009). Financial markets institutions and instruments. 
Fakultet za pravne i poslovne studije Novi Sad. 

Radović M, Vasiljević A. (2012). The stability of the beta coefficient for 
the most liquid stocks on the capital market in Serbia in the period 2006-
2011. Ekonomske teme, No 3 p. 415-432. 

Serbian Business Angels Network - 
http://sban.eu/portal/index.php/site/index (accessed 03.07.2016.) 

Schumpeter, J A. (1934). The Theory of Economic Development. Harvard 
University Press, Cambridge, MA. 

Tyszka, T., Cieslie, J. Domurat, A. and Macko, A. (2011). Motivation, 
Self-Efficacy, and Risk Attitudes Among Entrepreneurs During Transition to 
a Market Economy. Journal of Socio-Economics, Vol. 40, No. 2, p. 124–131. 

 

 


