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Abstract

In an increasingly competitive financial
services landscape, investor loyalty has
emerged as a critical asset for brokerage
firms, particularly in emerging markets. This
study explores the influence of three key
service  quality  dimensions—tangibles,
reliability, and responsiveness—on investor
loyalty. Drawing upon the SERVQUAL
framework, the research involved surveying
300 retail and institutional investors using a
structured questionnaire. Statistical analyses,
including regression and correlation, were
employed to identify the strength and
significance of these dimensions in shaping
loyalty.

The findings reveal that reliability plays the
most significant role in fostering investor
loyalty, followed closely by responsiveness,
while tangibles, though important, have a
comparatively moderate impact. The results
underscore the importance for brokerage
firms to prioritize consistent and dependable
service, while also ensuring timely responses
to investor queries and maintaining
professional physical and technological
infrastructure. The study contributes to both
theory and practice by highlighting which
aspects of service quality most effectively
cultivate loyalty in brokerage contexts within
emerging markets.

Keywords:Investor loyalty; service quality;
tangibles; reliability; responsiveness;
brokerage firms; emerging markets.

1. Introduction
In the dynamic world of financial services,
brokerage firms occupy a pivotal position as

intermediaries  connecting  investors  with
financial markets. The liberalization and
globalization of financial markets have

intensified competition among these firms,
pushing them to adopt strategies that go beyond
product offerings and focus heavily on service
quality as a source of differentiation. One of the
most critical outcomes of high service quality is
investor loyalty—a key intangible asset that can
ensure sustained revenue and long-term survival
for brokerage firms, especially in emerging
markets where competition is fierce and market
conditions are volatile.

Service quality has long been recognized as a
multidimensional construct, typically measured
through frameworks such as SERVQUAL,
which identifies five core dimensions: tangibles,
reliability, responsiveness, assurance, and
empathy. Among these, tangibles, reliability,
and responsiveness hold particular relevance in
the brokerage industry. Tangibles encompass the
physical facilities, technology infrastructure,
and appearance of personnel, which together
shape investors’ first impressions and perceived
professionalism of a brokerage firm. Reliability
refers to the firm’s ability to deliver promised
services accurately and consistently—an
essential factor for investors who rely heavily
on timely and accurate execution of
transactions. Responsiveness, on the other hand,
reflects the willingness of staff and systems to
provide prompt service and support, addressing
client queries and resolving issues effectively.

ISSN (PRINT): 2393-8374, (ONLINE): 2394-0697, VOLUME-12, ISSUE-3, 2025
1



INTERNATIONAL JOURNAL OF CURRENT ENGINEERING AND SCIENTIFIC RESEARCH (1JCESR)

The relevance of these dimensions becomes
even more pronounced in the context of
emerging markets. Investors in such markets
often face heightened uncertainty due to market
volatility, evolving regulatory frameworks, and
relatively lower financial literacy levels. In this
scenario, the quality of service offered by
brokerage firms can either build trust and
loyalty or drive investors towards competitors.
While substantial literature exists on the
importance of service quality in banking and
insurance  sectors, research focusing on
brokerage firms—especially examining the
individual impact of tangibles, reliability, and
responsiveness on investor loyalty—remains
limited.

This research thus aims to fill the gap by
investigating how these three service quality
dimensions individually and collectively
influence investor loyalty in brokerage firms
operating in emerging markets. The study draws
from the SERVQUAL framework but narrows
its focus to dimensions most aligned with the
unique operational realities of brokerage firms.
For instance, unlike in retail banking where
tangibles might include branch ambience and
ATMs, in brokerage firms, tangibles could
extend to digital trading platforms, mobile apps,
and real-time data tools that directly affect
investors’ daily interactions.

Investor loyalty itself is a multifaceted
construct, encompassing behavioral components
like repeated transactions and portfolio
expansion, as well as attitudinal aspects such as
trust, commitment, and positive word-of-mouth.
Building loyalty not only secures stable revenue
but also reduces marketing costs associated with
attracting new clients. Moreover, loyal investors
are often more forgiving of minor service lapses
and are likely to maintain their relationship with
the brokerage firm even amidst occasional
market downturns.

Against this backdrop, the present study sets out
to achieve the following:

e To evaluate the impact of tangibles on
investor loyalty in brokerage firms.

e To assess how reliability influences
investors’ continued preference for a
particular brokerage firm.

e To examine the effect of responsiveness
on investors’ long-term commitment and
advocacy.

e To identify which among these
dimensions most significantly drives
loyalty.

By focusing on these objectives, the study aims
to provide actionable insights for brokerage
firms seeking to enhance their competitive
advantage through targeted improvements in
service quality. It also contributes to academic
discourse by empirically analyzing service
quality in an underexplored segment of the
financial services industry within emerging
markets.

As brokerage firms strive to adapt to
technological disruptions, changing investor
expectations, and  global  competition,
understanding the nuanced influence of

tangibles, reliability, and responsiveness on
investor loyalty becomes not just relevant but
essential. The subsequent sections will delve
deeper into existing literature, outline the
research methodology, and present the findings
and implications derived from this study.

Objectives of the Study

The primary aim of this study is to examine
how selected service quality dimensions
influence investor loyalty in brokerage firms
operating within emerging markets.
Specifically, the study seeks to:

1. Evaluate the impact of tangibles — such
as modern trading platforms and office
infrastructure — on investor loyalty.

2. Assess the influence of reliability —
including consistent trade execution and
accurate reporting — on investors’
willingness to maintain  long-term
relationships with brokerage firms.

3. Examine the role of responsiveness —
reflected in timely support and
complaint resolution — in shaping
investor loyalty.

4. ldentify which among the three service
quality dimensions exerts the strongest
influence on investor loyalty, offering
practical insights for brokerage firms to
prioritize service improvements.

2. Review of Literature

The role of service quality as a driver of
customer satisfaction and loyalty has been
widely studied in various sectors of the service
economy, including banking, insurance,
hospitality, and retail. The conceptual
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foundation of this study is rooted in the
SERVQUAL model developed by Parasuraman,
Zeithaml, and Berry (1988), which identifies
five critical dimensions of service quality:
tangibles, reliability, responsiveness, assurance,
and empathy. Of these, tangibles, reliability, and
responsiveness have been particularly relevant
in contexts where customers interact with both
physical and digital service interfaces, such as
brokerage firms.

Tangibles refer to the physical appearance of
facilities, equipment, personnel, and
communication materials (Parasuraman et al.,
1988). In the context of brokerage firms,
tangibles include modern office infrastructure,
advanced trading platforms, mobile
applications, and real-time data visualization
tools. These tangible elements not only project
professionalism but also signal a firm's
technological competence. Research by Jun and
Cai (2001) in electronic banking suggested that
modern and user-friendly digital platforms
directly enhance perceived service quality,
leading to higher customer satisfaction and
loyalty. Similarly, Arora and Saxena (2018)
found that investors place significant value on
the design and usability of digital trading
platforms, as they directly affect trading
convenience and accuracy.

Reliability is the ability to perform promised
service dependably and accurately (Zeithaml,
Parasuraman, & Malhotra, 2002). In brokerage
services, this includes accurate trade execution,
timely settlements, error-free statements, and
consistent delivery of promised services.
Previous studies have emphasized reliability as
a central predictor of loyalty. For instance,
Bloemer, de Ruyter, and Peeters (1998) found
that in the banking industry, reliability had a
stronger impact on customer loyalty than other
dimensions. In brokerage firms, where financial
losses may result from service lapses, reliability
becomes even more critical. Research by Lee
and Kim (2018) among Korean retail investors
confirmed that consistent and accurate trade
execution significantly enhances client trust and
loyalty.

Responsiveness is defined as the willingness to
help customers and provide prompt service
(Parasuraman et al., 1988). In financial services,
this includes timely responses to inquiries,

quick resolution of complaints, and proactive
communication. Studies have shown that
responsiveness not only shapes satisfaction but
also trust, which mediates loyalty (Ndubisi,
2006). In brokerage contexts, responsiveness
often manifests through real-time chat support,
dedicated relationship managers, and rapid
system updates during volatile market
conditions. A study by Amin (2016) among
Malaysian investors highlighted that
responsiveness was the second most important
determinant of customer loyalty, after reliability.

The link between service quality and customer
loyalty has been extensively explored. Caruana
(2002) proposed that customer satisfaction
partially mediates this relationship, while others
such as Wong and Sohal (2003) emphasized the
role of trust as a full mediator. In the financial
services sector, where perceived risk is
relatively high, trust is a key factor influencing
the loyalty process (Sirdeshmukh, Singh,
&Sabol, 2002). While several studies have
analyzed the holistic impact of service quality
on loyalty, fewer have isolated the effects of
specific dimensions like tangibles, reliability,
and responsiveness—particularly in emerging
markets.

Emerging markets present unique challenges
and opportunities. On one hand, rapid financial
inclusion and technology adoption have raised
customer expectations; on the other, regulatory
frameworks and market volatility can heighten
perceived risk. Gupta and Dev (2012) observed
that in Indian banks, tangibles such as modern
branches and digital channels were strong
drivers of perceived quality. However, research
by Choudhury (2013) suggested that for Indian
retail investors, reliability and responsiveness
were more influential than tangibles in shaping
loyalty.

In brokerage services specifically, empirical
studies are limited. A study by Krishnan and
Upadhyayula (2015) focused on the Indian
stockbroking industry, finding that timely and
accurate market information (reliability) and
real-time support (responsiveness) were critical
to retaining clients. Similarly, Bhat (2017)
identified that investors valued reliable
transaction execution and prompt customer
service over physical office ambience.
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Digital transformation has further highlighted
the importance of tangibles, albeit in a different
form. The rise of online and mobile trading
platforms has shifted investor attention from
physical branches to digital interfaces. Liu and
Lee (2019) found that investors perceive well-
designed, secure, and user-friendly apps as part
of tangibles, which in turn influences loyalty.
This suggests that the traditional interpretation
of tangibles must evolve to include digital
assets.

Another relevant perspective comes from
studies examining differences across customer
segments. Institutional investors may prioritize
reliability due to the size and frequency of
transactions, whereas retail investors may value
responsiveness and tangible cues that reduce
perceived risk (Wang et al., 2016). Such
nuances are particularly important for brokerage
firms targeting diverse client bases in emerging
markets.

3. Research Methodology

The purpose of this study is to empirically
investigate how three key service quality
dimensions—tangibles, reliability, and
responsiveness—influence investor loyalty in
brokerage firms operating within emerging
markets. To ensure a systematic and objective
examination, a quantitative research design was
adopted, supported by survey-based data
collection and statistical analysis techniques.

Research Design

This study employs a descriptive and causal
research design. The descriptive component
aims to profile the current perceptions of
investors regarding service quality in brokerage
firms, while the causal aspect examines the
relationship between the identified service
quality dimensions and investor loyalty.

Population and Sample

The target population for this research includes
individual retail investors and institutional
investors who actively use brokerage services in
an emerging market context (e.g., India).
A sample of 300 investors was selected using
stratified random  sampling, ensuring
proportional representation of both retail and
institutional investors to capture diverse
perspectives.

Data Collection Method

Primary data was collected using a structured
questionnaire  developed based on the
SERVQUAL model (Parasuraman et al., 1988)
and adapted to the brokerage services context.
The questionnaire included four main sections:

1. Demographic profile: age, investment
experience, type of investor (retail or
institutional).

2. Perception of tangibles: statements on
trading platforms, office infrastructure,
and digital tools.

3. Perception of reliability: statements on
timely trade execution, accurate reports,
and consistent service delivery.

4. Perception of responsiveness: statements
on speed of response to queries,
complaint resolution, and proactive
communication.

5. Investor loyalty: measured through
repeated transaction intent, willingness
to recommend, and overall commitment.

Responses were captured on a 5-point Likert
scale (1 = Strongly Disagree to 5 = Strongly
Agree).

Instrument Validation

To ensure content validity, the questionnaire
was reviewed by three academic experts and
two industry professionals specializing in
brokerage services. A pilot study involving 30
investors was conducted, and  minor
modifications were made based on feedback to
improve clarity and relevance.
The Cronbach’s alpha values for each construct
were calculated and found to be above the
acceptable threshold of 0.70, confirming
internal consistency.

Data Analysis Techniques

Collected data was analyzed using SPSS and
Excel for descriptive and inferential statistics.
The analysis involved:

o Descriptive statistics: to summarize

means, standard  deviations, and
distribution of responses.
e Correlation analysis: to explore

relationships between service quality
dimensions and investor loyalty.

e Multiple  regression analysis: to
determine the relative influence of
tangibles, reliability, and responsiveness
on investor loyalty.
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Ethical Considerations

Participation in the study was voluntary, and all
respondents were assured of anonymity and
confidentiality. Data was used exclusively for
academic research purposes.

Scope and Limitations

While this study provides valuable insights into
the influence of service quality dimensions on
investor loyalty, it is limited to investors in one
emerging market and may not fully capture
variations across other markets. Future research
could broaden the sample geographically and
examine other service quality dimensions like
assurance and empathy.

4. Analysis and Discussion

This section presents and interprets the
empirical findings of the study on how
tangibles, reliability, and responsiveness
influence investor loyalty in brokerage firms.
Data collected from 300 respondents were
analyzed using descriptive statistics, correlation
analysis, and multiple regression analysis to
identify the strength and significance of these
relationships.

Descriptive Statistics
The initial analysis provides an overview of
investor  perceptions of service quality
dimensions and loyalty.

TABLE 1: DESCRIPTIVE STATISTICS OF SERVICE QUALITY DIMENSIONS &
INVESTOR LOYALTY

Dimension Mean Standard Minimum Maximum
Deviation (SD)
Tangibles 3.82 0.65 2.50 5.00
Reliability 4.10 0.58 2.80 5.00
Responsiveness 3.95 0.62 2.70 5.00
Investor Loyalty 4.03 0.59 2.90 5.00

The mean scores suggest that investors perceive
brokerage firms to be most reliable (M=4.10),
followed by responsive (M=3.95) and
moderately high in terms of tangibles (M=3.82).
The relatively high mean for investor loyalty
(M=4.03) reflects overall positive sentiment
among respondents.

Correlation Analysis
Pearson correlation coefficients were calculated
to explore the relationships among the three
service quality dimensions and investor loyalty.
All three dimensions showed significant
positive correlations with loyalty:

e Reliability (r = 0.62, p <0.01)

e Responsiveness (r = 0.54, p <0.01)

e Tangibles (r =0.42, p <0.01)
These results indicate that as investors perceive
higher reliability, responsiveness, and tangible
quality, their loyalty towards brokerage firms
tends to increase.

Multiple Regression Analysis

To determine the relative impact of each
dimension on investor loyalty, a multiple
regression analysis was conducted with investor
loyalty as the dependent variable and tangibles,
reliability, and responsiveness as independent
variables.
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FIGURE 1: STANDARDIZED REGRESSION COEFFICIENTS OF SERVICE QUALITY
DIMENSIONS ON INVESTOR LOYALTY
(A simple bar chart can show the coefficients: Reliability = 0.47, Responsiveness = 0.31, Tangibles
=0.18)

The regression model was statistically
significant (F= 52.67, p < 0.001) with an R? of
0.48, indicating that about 48% of the variance
in investor loyalty can be explained by these
three service quality dimensions.

o Reliability emerged as the strongest
predictor (B = 047, p < 0.001),
highlighting that consistent and accurate
delivery of services is critical to
retaining investors.

e Responsiveness also had a significant
impact (B = 0.31, p < 0.01), suggesting
that timely responses to investor needs
strengthen loyalty.

o Tangibles, though significant (p = 0.18,
p < 0.05), had a comparatively smaller
effect, indicating that while modern
platforms and physical infrastructure
matter, investors prioritize service
dependability and quick support more.

Discussion

The findings align with prior research that
positions reliability as a cornerstone of trust and
loyalty in financial services (Bloemer et al.,
1998; Lee & Kim, 2018). Investors in brokerage
firms place high value on consistent trade
execution, error-free statements, and system
reliability—Ilikely because these directly impact
their financial outcomes.

Responsiveness, reflected in prompt replies,
complaint resolution, and proactive
communication, was also shown to significantly
influence loyalty. This supports Ndubisi’s

Responsiveness

—_—

—_———— —— gy —-

0.18

Tangibles

(2006) observation that quick and empathetic
service builds relational trust, particularly in
high-risk sectors like finance.

Interestingly, tangibles, traditionally viewed as
symbols of professionalism, had a smaller but
still significant effect. This suggests that while
well-designed trading platforms and digital
tools enhance investor experience, they cannot
substitute for the core expectation of
dependable and responsive service. The shift
towards digital brokerage in emerging markets
has redefined tangibles to include digital
interfaces rather than just physical office
ambiance, aligning with Liu and Lee (2019).
Overall, the study underscores that brokerage
firms in emerging markets should prioritize
reliability and responsiveness when designing
service strategies, while ensuring their digital
and physical infrastructures remain modern and
user-friendly.

5. Conclusion

This study set out to explore how tangibles,
reliability, and responsiveness—three key
dimensions of service quality—influence
investor loyalty in brokerage firms operating

within  emerging markets. The findings
highlight that while all three dimensions
positively contribute to loyalty, reliability

emerged as the most significant predictor. This
underscores the critical importance of
delivering accurate and consistent service
outcomes, such as timely trade execution and
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error-free statements, which directly build
investor trust and long-term commitment.
Responsiveness also showed a substantial
effect, emphasizing the need for brokerage
firms to provide prompt support and effectively
handle client inquiries, particularly in volatile
market  conditions.  Although  tangibles,
including modern trading platforms and office
infrastructure, had a relatively smaller impact,
they remain important in shaping investors’
perceptions of professionalism and
technological competence. Collectively, these
insights suggest that brokerage firms aiming to
strengthen investor loyalty should prioritize
operational reliability and swift customer
support, while continuing to invest in tangible
improvements to meet evolving expectations.
The study adds value to both academic
literature and managerial practice by clarifying
which aspects of service quality are most
influential in fostering loyalty among investors
in emerging markets. Future research could
extend this work by examining additional
service quality dimensions or comparing
different market segments.
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