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year (2007)-18111.19 points and second crisis year (2008) -9897.134 points. It shows a significant
change in index of mutual exchanges from 18111.19 to 9897.134 points (46% decline) during finan-
cial crisis 2007-08. Conversely, index of demutualized exchanges show a downward trend from
12817.01points to 10450.2 points (19% decline) during the financial crisis period (Jung, 2016). This
shows that demutualized exchanges are more stable, sound and responsive to economic shocks and
change in country (Fedderke & Marinkov, 2016).

Table 3

Comparison between Mutual and Demutualized Exchanges
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Movement of index of Demutualized and Mutual Exchanges
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Figure 1: Movement of Stock Index of mutual and demutualized exchanges
Conclusion

This paper investigates the change in pattern of the business activities and legal status of the
exchange between 1993 and 2012 and seeks to determine the robust financial driver after the demutu-
alization of exchanges identifying potential differences in technical efficiency and market perfor-
mance attributing to this change in pattern. The results of the study show that the demutualization of
exchange’s strategies are driven by the motive of efficiency-enhancement i.e. improvement in market
capitalization. We identified that market performance in terms of market capitalization, share trading
magnitude and listing trend of profit-oriented-demutualized exchanges was better as compared to
mutual exchanges. We hypothesized that the sources for improving performances lie in the diverging
ownership structures of demutualized exchanges i.e. 40% institutional shareholding which results in
getting objectives of profit orientation and market growth. In case of publicly listed firm, the emphasis
to rely on self-generated revenues and resources from their diversified business activities. We find that
the demutualization of exchanges is more efficient and growth opportunities are more as compared to
full-fledged local mutual exchanges. This finding suggests that improvement in performance is
occurred due to synergies of different ownership structure, profit motives and international alliance
once exchanges are mutualized.

This study addresses an important research area emphasizing whether demutualization of
exchanges is more persistency and stabilize in stock index of respective exchanges. On the one side,
overall market efficiency and performance of demutualized exchanges seems to be actually higher
than mutual exchanges. However, it still remains to be analyzed how these exchanges can further
enhance their market performance and growth by integrating their activities with international forum
and involving more diversified strategic partners in their governance structure.
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