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SYNOPSIS

            The report is the outcome of the project entitled “Investment behavior of equity investors” conducted in DJS Stocks and Shares Ltd, Coimbatore. The project report was aimed to identify the factors that affect the investment decisions among investors of DJS Stocks and Shares Ltd, Coimbatore.  

            The topic ‘Investment behaviour of equity investors’ is relevant for modern era. The objective was aimed to identify the factors that cause drives the investment behavior among investors of DJS Stocks and Shares Ltd, Coimbatore.  The sample size consisted of 120 investors of the organization. 

The study was based on primary and secondary data. The researcher collected primary data from the respondents by means of questionnaire. Secondary data was collected using percentage method, ranking method, charts, etc.

The questionnaire was divided into two sections. In the first section the demographic profile, it was found that majority of the investors are in age group of 31 to 40 years who are well educated and mostly they are professionals. And in the second section, factors influencing investment behaviour of investors, the rate of interest is found to be the predominant factor influencing the investment behaviour of investors.


It is suggested to investors that the investment in securities should be diversified and the company should disclose the annual report to the public as and when required and the stock brokers must also protect the interest of the investors.
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CHAPTER - 1

INTRODUCTION

In this chapter investment behavior, Indian capital markets, financial market in India and investors in all market and regulatory authorities to protect investors etc ate discussed.8
                      1.1. INTRODUCTION TO CAPITAL MARKET

Capital market development has been closely related to an economy’s overall development. As an economy develops, the indirect lending by savers to investors trend to become more efficient. As economy grows further, specialized financial intermediaries and securities market develops. As securities market mature, investors can invest their funds directly in financial as groups issued by firms. Indian capital markets are one of the oldest markets in Asia. Its history dates back to nearly 200 years ago. The earliest records on security dealings in India are obscure. 

The east India Company was the dominant institution in those days and business in its loan securities used to be transacted towards the close of the eighteenth century. By 1830’s business on corporate stocks and shares in cotton presses took place in Bombay. Though the trading list was broader in 1839, there were only half a dozen brokers recognized by banks and merchants during 1840 and 1850. Yet, the activities in the market were not significant mainly due to the stringent rules and regulations that were in existence, which curtailed the growth of the market thereby depriving the Indian economy of the role of capital market which should have acted as propeller to the pace of industrial growth.

Investment takes place within the purchase of any group that offers the expectation of the future income or profit or both. Every individual who has more money than he needs for current consumption is potentially an investor. In the present day conditions, finance scare and those investors try to maximize their return. The art of investment is to see that the return is maximized with the minimum of amount of risk, which is inherent investment. Successful investing is not about avoiding risk but about understanding it.

Of all the sections of the society, the household group contributes much of the capital, forming the lifeblood for the economy. Small investors contribute heavily to the economic and social development of the country. Investors need to preserve and build their wealth various alternatives. The investors should think and examine all the aspects before making any investment decision.

The investment in stock market involves many risks. At the same time the investor may get high amount of return if he select it in a right path. The investors are bound to take all precautions to protect their interests. If they invest in any security without proper evaluation of the risk, they may have every reason to complain. Such grievances have been increasing in number in recent years. In order to safeguard the interest of investors, the Securities and Exchange Board of India (SEBI), the Company Law Board (CLB), the Reserve Bank of India (RBI) and the stock exchanges confer on the investors several rights that they can exercise in order to protect themselves from the perils of the stock market.

The SEBI as well as the other bodies associated with the affairs of the corporate sector not only put a check on the malpractices of the functioning of the capital market. Inspite of all these positive developments, there has been a greater concern for the need for increased protection to the investor community.

Equity as a group class, offers better long-term and superior returns as compared to other instruments for investors. For a long-term horizon equity is an interesting area to remain invested. Investment in the equity shares of growth companies can protect the investors against inflation. In the equity investment the risk is also high the return is also high. So the investors need to understand how risks likely to impact them personally.

“Money is not everything; but without money man is nothing”. Each and everybody run after money and they want to multiply their savings, more incomes and avenues for investment have led to the ability and willing of people to save and invest their funds. It is seen that, Indian’s are the highest savers when compared to others.

Capital market is one of the places to invest money. The Indian capital market provides excellent investment opportunities to domestic investors in both the equity and fixed income segments. Indian investors form the bedrock of the Indian capital market. Equity shares, with reference to any company limited by shares, are those, which are not preference shares. If an investor chooses to invest in equity shares then he is called an equity investor. The amount of investment is generally supposed to depend upon psychological and sociological factors of the investor. The objective of any investment is to minimize the risk involved in investment and maximize the return. 

THE INDIAN CAPITAL MARKETS

The Indian capital markets have witnessed a transformation over the last decade. India is now placed among the matured markets of the world. Key progressive initiatives in recent years include:

· The depository and all share dematerialization systems that have enhanced the efficiency of the transaction cycle.

· Replacing the flexible, but often exploited, forwarded trading mechanism with rolling settlement, to bring about transparency.

· The info Tec -driven National Stock Exchange(NSE) with a national presence(for the benefit of investors across locations) and other initiatives to enhance the quality of financial disclosures.

· Corporatization of stock exchanges. 

· The Securities and Exchange Board of India (SEBI) has effectively been functioning as an independent regulator with statutory powers.

· Indian capital markets have rewarded Foreign Institutional Investors (FIIs) with attractive valuations and increasing returns.

Many new instruments have been introduced in the markets, including index futures, index options, derivatives and options and futures in select stocks.

FINANCIAL MARKETS

A financial market is a mechanism which allows people to trade, commodities, normally governed by the theory of supply and demand and thereby allocates resources through a price mechanism. It typically involves a bid and asks process.

Both general markets, where many commodities are traded and specialized markets (where many commodities are traded and specialized markets (where only one commodity is traded) exist. Markets work by placing many interested sellers in one “place”, thus making them easier to find for prospective buyers. An economy which relies primarily on interactions between buyers and sellers to allocate resources is known as a market economy in contrast either to a command economy or to a non-market that is based, such as a gift economy.

FINANCIAL MARKETS FACILITATE

· The raising of capital(in the capital markets);

· The transfer of risk(in the derivative markets); and

· International trade (in the currency markets).

TYPES OF FINANCIAL MARKET

The financial markets can be divided into different subtypes

· Capital markets which consists of Stock markets, which provide financing through the issuance of shares or common markets, and enable the subsequent trading thereof.

· Bond markets, which provide financing through the issuance of bonds, and   the subsequent trading thereof.

· Commodity markets, which facilitate the trading of commodities.

· Money markets, which provide short term debt financing and investment.

· Derivative markets, which provide instruments for the management of financial risk.

RAISING CAPITAL

Without financial markets, borrowers would have difficulty finding lenders themselves. Intermediaries such as banks help in this process. Banks take deposits from those who have money to save.

They can the lend money from this pool of deposited money to those who seek to borrow. Banks popularly lend money in the form of loans and mortgages.

More complex transactions than a simple bank deposit require markets where lenders and their agents can meet borrowers and their agents, and where existing borrowing or lending commitments can be sold on to other parties. A good example of a financial market is a stock exchange. A company can raise money by selling shares to investors and its existing shares can be bought or sold.

CONCLUSION

A good capital market is an essential pre-requisite for industrial and commercial development of a company. Credit is generally, required and supplied on short term and long term basis. The money market caters to the short-term needs only. The long-term capital needs are met by capital market. Capital market is central coordinating and direct mechanism for free and balanced flow of financial resources into the economic system operating in the country. Indian capital market can easily prove to be only foundations of external source of funds but also vehicles for distribution of wealth to an ever expanding of investors in the country.

	1.2. INTRODUCTION TO THE COMPANY

DJS STOCK & SHARES LTD

               Mr.K. Annamalai, whole time director of DJS stock and shares limited who is a through professional in capital market activities having rich experience of more than 15 years. He has visualized the growth of commodity trading during early as a stock market professional and grabbed the opportunity to obtain a membership of commodity exchange in India. 

  

            DJS Stock and Shares Limited (DJS) incorporated on 27th April 1994 as a public limited company and listed in The Stock Exchange, Mumbai. The Certificate of commencement of business was obtained on 18th July 1994.  DJS is a corporate member of The Stock Exchange, Mumbai (BSE), National Stock Exchange of India Limited (NSE), The Calcutta Stock Exchange Association Ltd (CSE), and the Saurashtra-kutch Stock Exchange (Rajkot) in Gujarat. Depository Participants of Central Depository Services (India) Ltd (CDSL). Handling IPO’s and a leading distributor for all major Mutual Funds. 
  

            DJS is a leading professionally managed corporate broker wide network of trading terminals and Depository service provider in India. Having the pride of serving more than 30000 fully satisfied clients across India in Trading and Depository section. In the year 1999, DJS has been recognized by CDSL for highest delivery volume. 


            DJS offers a full range of financial services and products like Equities, Derivatives Trading, Commodity Derivatives Trading, Mutual Fund Investments, and IPO’s, Insurance etc., to enhance your wealth and hence achieve your financial goals. 

  

            At DJS, we recognize the undying trust and confidence placed by our clients in us, besides realizing the sensitive, matured and professional approach required to handle the resources of clients and guide them in meeting their requirements. We proudly state on all our endeavors being directed towards contributing to the growth of our clients, services, the investor community and the overall market. 
  

            DJS provides consistent delivery of high quality advice on individual stocks, sector trends and investment strategies. DJS have established a competent and reliable research team.


           Clients can trade through DJS online on BSE and NSE for both equities and derivatives. Clients are supported by dedicated sales & trading teams in our trading desks across the country. Research and investment ideas can be accessed by clients either through their designated dealers, email or web. 

  

            DJS also provides 'Easi' Services; where 24*7 all account holders can view holding statement at convenient time. 

            Various branches of DJS stocks and shares are Kolkatta, Coimbatore, Chennai, Pollachi, Trichy, Pudukottai, Karaikudi, Namakal and Madurai. 

  

  



	


  

  

  

1.3. INTRODUCTION TO THE STUDY

INVESTMENT

Investment is putting aside and employing money in financial instruments in the present, with the expectation of a positive rate of return in the future. Putting it briefly, investment is a sacrifice in the present in the expectation of a future gain.

INVESTMENT MANAGEMENT

By extension, Investment management is the art of administering the employment of money in financial instruments in the present, with the expectation of a positive rate of return in the future. These individual financial instruments are kept in a case called the portfolio.
SOURCE OF MONEY

At an individual level, a person does a job of work and earns an income comprising of pay and perks. Here money is the medium of exchange.

The person would sensibly use his income in the following fashion:

1. Provide for current living expenses (or consumption).

2. Provide for personal requirements and deferred expenses.

3. Savings:

a) To provide for emergency requirements.

b) Revitalize: Employ for gainful returns in the future (or invest).

QUESTIONS THAT NEED TO BE ANSWERED BEFORE INVESTING

Before taking on the exercise of investment and its management, the investor is well advised to do the planning before hand and ask all the questions he or she can.
In answering these questions the investor would be able to get the aim (or objective). He would be empowered to think, analyze and act.  The investor would be able to view and visualize the financial instruments available for investment. He would gain an understanding of when to invest and when to divest. This would also enable him to develop his investment system and also know where to go when he needs guidance.

To ask these questions before entering the multi-dimensional world of investment management is always a good idea. The questions that come to mind are:

· WHY TO INVEST?     

· WHAT TO INVEST?     

· WHERE TO INVEST?    

· WHEN TO INVEST? 

· HOW TO INVEST?

WHY TO INVEST

The investor would want to invest mainly to increase the rate of return on his assets. Through our need to create a source of income, an additional source of income or to further create an asset base to fund future requirements (like a personal pension fund).

WHAT TO INVEST

The investor would mainly invest his time, effort and financial resources (including savings and reserves) in this endeavor of investment management.
At the individual level, only can be invested. The rest, whether it be a job, an expertise, a hobby, money, etc. are only the mediums through which one invest or employ or deploy our time.

WHERE TO INVEST

There are many financial investment avenues available today to the investor, ranging from bank deposits and bonds, to investments in equity, debt, commodities, currencies, etc., to real estate, to doing a job of work.

However, in India due to our past we do not have many markets to trade in. Luckily, we have the equity market, which has a fully functional trading platform. Not so long ago a commodities exchange has been established in India.

WHEN TO INVEST

The investor would decide when to invest (or buy) and when to divest (or sell) a financial instrument, keeping the return on investment in mind. 
There is no Holy Grail, which would guide to this decision. It is safest to set in advance the parameters for investment and divestment decisions. A starting point would be an introspection and self-evaluation to access our strengths and weaknesses and also our capacity for risk. Risk here would mean reasonable and rational risk and definitely not wonton risk.

1. The investor should have a roof over his head. That is to say that the individual's place of residence should be owned and without any mortgage.

2. The investor, should have a steady source of income to enable the provision for current expenses through a monthly pay package or a pension or a passive income (through rental income from another real estate asset owned or mortgaged. Dividend income from investments in financial instruments already made.  There are other sources of passive income, and we can safely conclude that this list is not exhaustive). 

3. The investor should have the time available every day to undertake this exercise in investment and its management. Most of all, to be able to study, do research and take action on his leads. i.e., if the investor wants to create wealth from the investment environment, he should have the knowledge to put his best foot forward.

4. The investor should have control over his emotions. Emotions like anger, sadness, happiness, fear and greed have caused much harm to investors across the globe. An investor may have the best systems in place, but if he himself is not in the best (that is balanced) frame of mind. The results too would not be the best.

It can be added that errors made by investors have been caused by factors that have nothing to do with their investment environment.

There are other qualifications to help an investor decide when he is able to or would be able to start investing. We shall add to the list in due course. However, enough food for thought is expected at this stage.

HOW TO INVEST

This would require the investor to have in place an investment system with all its checks and balances. This would include investment strategy and tactics with all their accompanying rules. Fundamental and technical analysis and their relevance to the financial instrument targeted for investment.

In conclusion, from the ‘why’ we get the aim. From the ‘what’, we are able to think, analyze and act. From the ‘where’ we see the financial instruments available for investment. From the ‘when’ we have an understanding when to invest or divest. And from the ‘how’ we get our investment system.

Investment and its management are not gambling; it is an art, which is as interesting or as boring as you make it to be. It is an ongoing process and would require adjustments from time to time to optimize and maintain the expected rate of return on our investments. The main aim being to be ahead and above of inflation.

INVESTMENT CHOICES

An overview of the different types of investment choices available to the potential investor and he should learn about short and long term investments, stocks, bonds, and mutual funds.
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PRINCIPLES OF INVESTING

Here are the seven fundamental principles of investing that every investor should know. Topics include knowing investor current situation, goals and risk tolerance; getting investor finances in order; thinking long term and focusing on stocks; researching and monitoring your investments; and knowing when and how to get financial help.

Looking at the investment instruments available to investors there is plenty to choose from in each category. For example, within deposits, today investors have the choice of fixed, semi fixed, two in one accounts etc. For mutual funds also investors can diversify across liquid, balanced, growth, income etc. Coming to stocks also there is a lot of diversification possible. It's critical to understand the basic types of stock available on the market in order to match your investment style to types of stock.

INVESTMENT ENVIRONMENT

To study the investment environment would be of importance to the investor, as it would also encompass the demand supply match/mismatch.
There are many countries with their many economies in this environment. We see the interaction between countries at different stages in their development. We see the many markets to enable this interaction between the various countries. Each of these markets has its regulator, the trading platform and its system, its agents (or brokers), and the participants. Here it is a question of demand and supply of various commodities, products & services and trading instruments. And the analysis would encompass the demand-supply match/mismatch.

In this global environment, we have India with its economy and its own many markets.

Among these markets we have the securities market, with its regulator (SEBI), the trading platform and its systems (stock exchanges), its agents (brokers) and its many participants (including corporate, financial institutions both domestic and foreign, mutual funds, insurance companies, banks and individual investors). Here again it is a question of demand and supply of various commodities, products & services and trading instruments. And the analysis would encompass the demand-supply match/mismatch.

INVESTMENT AVENUES

There are a large number of investment instruments available today. To make our lives easier we would classify or group them under 4 main types of investment avenues. 

1. Financial securities: These investment instruments are freely tradable and negotiable. These would include equity shares, preference shares, convertible debentures, non-convertible debentures, public sector bonds, savings certificates, gilt-edged securities and money market securities.

2. Non-securitized financial securities: These investment instruments are not tradable, transferable nor negotiable. And would include bank deposits, post office deposits, company fixed deposits, provident fund schemes, national savings schemes and life insurance.

 3. Mutual fund schemes: If an investor does not directly want to invest in the markets, he/she could buy units/shares in a mutual fund scheme. These schemes are mainly growth (or equity) oriented, income (or debt) oriented or balanced (i.e. both growth and debt) schemes.

4.Real assets: Real assets are physical investments, which would include real estate, gold & silver, precious stones, rare coins & stamps and art objects.

Before choosing the avenue for investment the investor would probably want to evaluate and compare them. This would also help him in creating a well diversified portfolio, which is both maintainable and manageable.

INVESTMENT ATTRIBUTES
To enable the evaluation and a reasonable comparison of various investment avenues, the investor should study the following attributes:

1.  Rate of return

2.  Risk

3.  Marketability

4.  Taxes

5.  Convenience

Each of these attributes of investment avenues is briefly described and explained below.

1. Rate of return: The rate of return on any investment comprises of 2 parts, namely the annual income and the capital gain or loss. To simplify it further look below:

Rate of return  = Annual income  +  (Ending price  - Beginning price) / Beginning price

The rate of return on various investment avenues would vary widely.

2. Risk: The risk of an investment refers to the variability of the rate of return. To explain further, it is the deviation of the outcome of an investment from its expected value. A further study can be done with the help of variance, standard deviation and beta.

3. Marketability: It is desirable that an investment instrument be marketable, the higher the marketability the better it is for the investor. An investment instrument is considered to be highly marketable when:

It can be transacted quickly.

The transaction cost (including brokerage and other charges) is low.

The price change between 2 transactions is negligible.

Shares of large, well-established companies in the equity market are highly marketable. While shares of small and unknown companies have low marketability.

To gauge the marketability of other financial instruments like provident fund (which in itself is non-marketable). Then we would consider other factors like, can we make a substantial withdrawal without much penalty, or can we take a loan against the accumulated balance at an interest rate not much higher than our earning rate of interest on the provident fund account.

4. Taxes: Some of our investments would provide us with tax benefits while other would not. This would also be kept in mind when choosing the investment avenue. Tax benefits are mainly of 3 types:

Initial tax benefits. This is the tax gain at the time of making the investment, like life insurance.

Continuing tax benefit. Is the tax benefit gained on the periodic return from the investment, such as dividends.

Terminal tax benefit. This is the tax relief the investor gains when he liquidates the investment. For example, a withdrawal from a provident fund account is not taxable.

5. Convenience: Here we are talking about the ease with which an investment can be made and managed. The degree of convenience would vary from one investment instrument to the other.

INVESTMENT DECISION MAKING APPROACHES

As investors we would have diverse investment strategies with the primary aim to achieve superior performance, which would also mean a higher rate of return on our investments. All investment strategies can be broadly classified under 4 approaches, which are explained below.

Fundamental approach
In this approach the investor is concerned with the intrinsic value of the investment instrument. Given below are the basic rules followed by the fundamental investor.

There is an intrinsic value of a security, which in turn is dependent on the underlying economic factors. This intrinsic value can be ascertained by an in-depth analysis of the fundamental or economic factors related to an economy, industry and company.

At any point in time, many securities have current market prices, which are different from their intrinsic values. However, sometime in the future the current market price would become the same as its intrinsic value. We as fundamental investors can achieve superior results by buying undervalued securities and selling overvalued securities.

As investors we would have diverse investment strategies with the primary aim to achieve superior performance, which would also mean a higher rate of return on our investments. 

Psychological approach

 The psychological investor would base his investment decision on the premise that stock prices are guided by emotions and not reason. This would imply that the stock prices are influenced by the prevalent mood of the investors. This mood would swing and oscillate between the two extremes of “greed” and “fear”. When “greed” has the lead stock prices tend to achieve dizzy heights. And when “fear” takes over stock prices get depressed to lower than lower levels.

As psychic values seem to be more important than intrinsic values, it is suggested that it would be more profitable to analyze investor behaviour as the market is swept by optimism and pessimism. Which seem to alternate one after the other. This approach is also called “Castle-in-the-air” theory. In this approach the investor uses some tools of technical analysis, with a view to study the internal market data, towards developing trading rules to make profits.

In technical analysis the basic premise is that price movement of stocks have certain persistent and recurring patterns, which can be derived from market trading data. Technical analysts use many tools like bar charts, point and figure charts, moving average analysis, market breadth analysis amongst others.

Academic approach
Over the years, the academics have studied many aspects of the securities market and have developed advanced methods of analysis. The basic rules are:

The stock markets are efficient and react rationally and fast to the information flow over time. So, the current market price would reflect its intrinsic value at all times. This would mean "Current market price = Intrinsic value".
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Stock prices behave in a random fashion and successive price changes are independent of each other. Thus, present price behaviour can not predict future price behaviour.

In the securities market there is a positive and linear relationship between risk and return. That is the expected return from a security has a linear relationship with the systemic or non-diversifiable risk of the market.

Eclectic approach

This approach draws upon all the 3 approaches discussed above. The basic rules of this approach are:

Fundamental analysis would help us in establishing standards and benchmarks. Technical analysis would help us gauge the current investor mood and the relative strength of demand and supply. The market is neither well ordered nor speculative. The market has imperfections, but reacts reasonably well to the flow of information. Although some securities would be mispriced, there is a positive correlation between risk and return.

COMMON ERRORS IN INVESTMENT MANAGEMENT

In any endeavor undertaken, one is sometimes right and make correct decisions and sometimes are wrong and prone to errors. Investors of all hues and levels of experience are prone to errors. Some of these errors are listed and described below:

Goals beyond rational expectation

The investor probably thinks that he owns the company lock, stock and barrel. Or that the market owes him his profits for having exposed himself to the market risks. Or the investor may have a targeted expected rate of return beyond what the market would be able to give him consistently over time.

On the other hand, unrealistic goals could also be a result of unjustified claims made by a company going for a new issue. Or misplaced expectations due to exceptionally good past performance of the investment instrument or a mutual fund or a portfolio manager.  Or promises not kept by tipsters, market operators and fly by night operators.

An investment policy not clearly defined

 This would also include an unclear view on risk. Here, the investor would be prone to greed and fear as the market goes up and down, respectively. This vacillation would cause the investor much loss and pain. 

Seat of the pant decision making

 Investors without even realizing it base their decisions on incomplete information. Another situation could cause the investor a loss of balance. As the market goes up and continues going up, the investor tends to set aside all thoughts on the various investment risks and follows the investing public. Here, the investor is being greedy, and sooner or later would pay the price for this error of judgment.

Stock switching

In this situation, the investor is selling one stock and at the same time buying another stock. This is interesting, as here the investor expects that the first stock would go down in value, while the second stock would go up. This is unique and is rarely successful.

Two scenarios require our attention:

It maybe the right time to sell the first stock, but it may not be the right time to buy the second stock, as that too maybe on its way down.
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It maybe the right time to buy the second stock, but it may not be the right time to sell the first stock, as it may still have some upside left.

The love for a cheap stock
A cheap stock is a very attractive proposition for any investor, as he is able to buy large quantities of the same.  Investors find it easier to buy 1,000 shares of a INR 10.00 stock, and find it difficult to buy 100 shares of a INR 100.00 stock. The total investment amount is the same in both cases.

In certain situations, when a stock price moves down, investors start buying and continue to buy larger quantities of the same stock. The investor here is averaging his price down.  But, he does not have a guarantee that in the foreseeable future the price trend of this stock would reverse and go above his average purchase price. Averaging can be dangerous.

Over-diversification
Is a situation, when an investor has a large number of names in his portfolio, maybe 50 or 60 or even more.

The investor’s portfolio performance would be about the same as the index or marginally above or below it depending on the names in the portfolio.

Secondly, managing and monitoring would become a Herculean task. The investor would get a false sense of safety in numbers. Decision-making would become slow and ineffective. If the market goes down due to a systemic risk factor, all the stocks including the best would move down in price. And the investor would not know what to sell, at what price to sell and when to sell.

Ideally, a portfolio should consist of 10-15 well-researched stocks. In any case as individual investors we are not institutions, nor do we have the requisite staffing to effectively monitor and manage a larger number of stocks.

Under-diversification
Is a situation in which an investor has only 1-2 stocks in his portfolio. This maybe due to a situation of over-confidence in the expected performance of these stocks. Or maybe the result of plain complacency.

This is not a good portfolio strategy, as the investor has exposed himself to all market risks to a larger extent due to a lack of diversification. We must always remember that we diversify our portfolio to minimize the systemic or non-diversifiable risks. In any case, this high level of risk exposure is not really necessary if we view ourselves as long term investors.

Wrong attitude towards profits and losses
An average investor due to ego and pride does not want to recognize or admit that he may have made a mistake. Let’s look at two situations:

An investor buys a stock, and soon thereafter its price goes down. Instead of applying a stop loss and getting out of the stock, the investor holds the stock in expectation of a rebound or trend reversal. However, the price continues moving down with a potential of a further decline. Now, the investor is holding the stock at a 30%-40% loss. Here, the investor wants to postpone the booking of this substantial loss and the acknowledgement of having made a mistake.

When the stock price does move up, the investor is ready and waiting to sell this stock at or marginally above his purchase price, even if the stock is expected to move up into a higher trading range. Here the investor sells to gain the relief of not having incurred a substantial loss and also he does not have to acknowledge his mistake at the start of this investment.

Both these situations are loaded towards the reinforcement of losses and not profits.

STOCK MARKET INVESTMENT

Stock Market Investment refers to the investment in the market; where exchange of company stocks or collective shares of the companies and other kinds of securities and derivatives takes place. Stocks are traded in Stock Market by the help of Stock Exchange
The main participants of Stock Market are the individual investors, banks and insurance companies. This study shows how hedging strategy takes place in stock market investment and how it helps to reduce the losses.

The Stock Exchange brings the sellers and buyers of stocks and securities under same roof. The available stocks are listed and traded in the Stock Exchange among the buyers and the sellers. Proper investment in Stock Market essentially requires detailed knowledge of Stock Market, its’ participants, knowledge about the functioning, behavior and contribution of the stock market. 

 The financial markets can broadly divide in to money market and capital market.

MONEY MARKET

Money market is a market for debt securities that pay off in the short term usually less than one year. For example the market for 90-days treasury bills. This market encompasses the trading and issuance of short term non equity debt instruments including treasury bills commercial papers, bankers acceptance, certificates of deposits, etc 

CAPITAL MARKET

Capital market is a market for long term debt and equity shares. In this market, the capital funds comprising of both equity and debt are issued and traded. This also include private placement source of debt and equity as well as organized markets like stock exchanges. Capital market can be dived in to primary market and secondary market.

INVESTMENT AND SPECULATION

There is a very thin and blurred line between investing and speculating (or gambling). To have a clearer understanding of this, we would differentiate between the two.

There is a tendency for investors to be speculative when the markets are bullish and buoyant. However, for long term and profitable survival in the markets we must try and control this urge to speculate.  After all, we are here to learn and apply investment management and not speculation management.

To be part of the speculative herd in a bull market situation has been the waterloo of many participants in the financial markets across the globe. This participant maybe an individual investor, a NBFC, a financial institution, a pension fund, a bank, or a brokerage. Some are responsible corporate citizens while others are not.

	  Factors
	Investor
	Speculator

	Planning horizon

 
	Relatively long, holding period of at least 1 year.
	Very short, holding period a few days or months.

	Risk disposition
 
	Moderate, rarely high risk.
	Normal to assume high risk.

	Return expectation
 
	Moderate returns at limited risk.
	High return at high risk exposure.

	Basis for decisions
 
	Fundamental factors, careful evaluation of proposed investment.
	Relies on hearsay, tips, technical charts and market psychology.


CONCLUSION

The increased level of income of the public has resulted in increased level of investment. With the increasing preference of public to invest, to attract their fund many investment firms have come with different investment programs and instruments with the increasing number of such type of institutions the investors are in a position to choose a specific institution that satisfies their expectations. Hence, for a successful business on understanding of the investor’s choice and business becomes essential in the present project it is attempted to discuss the investment behavior among the investors of DJS Stock and Shares ltd, Coimbatore.
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1.4. OBJECTIVES OF THE STUDY

1. To identify the investment behavior of equity investors.

2. To identify the factors that are associated with the investment behaviors.

1.5. SCOPE OF THE STUDY

                             The scope of the study is to observe the present conditions, to collect and analyze the data and to arrive at conclusions as to find the various factors that affect the investment behavior of the investors in particular the equity investors. The scope of the study can be viewed under the following headings 

TO THE RESEARCHER 

                              The researcher could gain practical knowledge about the various factors that determine the investment behaviour among the investors’ in DJS Stock and Shares Ltd. The researcher had an opportunity to interact with the variety of investors at various branches in the company and got to know their ideas and opinions on their investment drives. 

TO THE ORGANIZATION 


                   The study will enable the company to know where they stand in knowing about their investor’s view and how well they can improve on this subject. Being a large company with a number of branches the study will be useful to them to analyze various factors of the same. This study has a wide scope of application and further investigation. 

TO THE RESPONDENTS 


          This study helps the respondents to know more about their organization and provides them a good opportunity to express their opinions, ideas freely on the factors that drives their decisions

1.6. LIMITATIONS OF THE STUDY

· There are may be errors due to bias of the respondents.   However efforts are made to minimum bias.

· Time constraints of some respondents forced them to give causal response without evaluating the questionnaire seriously.

· The study is very exhaustive in nature.

· The data was collected from the investors who are holding or invested their amount in equity shares and are residents hence care is to be excised in extending the results to other areas and other investments.

CHAPTER – 2

REVIEW OF LITERATURE

             Literature survey is prepared depending on the study conducted that is reviewing of research already undertaken on related problem. All available literature concerning the problem at hand must necessarily be survey and examined before a definition of the research problem. This is done to find out what data and other materials, if any, are available for operational purpose. “Knowing what data are available often serves to narrow the problem itself as well as the technique that might be used. This would also help a researcher to know if there is certain gap in the theories, or whether the existing theories applicable to the problem under study are inconsistent with each other, or whether the findings of the different studies do not follow a pattern consistent with the theoretical expectations and so on. All this will enable a researcher to take new strides in the field for furtherance of knowledge i.e., he can move up starting from the existing premises. Studies on related problem are useful for indicating the type of difficulties that may be encountered in the present study as also the possible analytical shortcomings. At times such studies may also suggest useful and even new lines of approach to the present problem.


The seminar papers by Sharpe (1966) and Jensen (1968)1, a great deal of performance studies related to market efficiency but dealing more specifically with equity funds have tried to determine whether active management is capable of persistently outperforming markets (carhart,1997; Grunbichler and Pleschiutschning,1999; Grinblatt and Titman,1992; Trzcinka and Shukla,1992; Wermers,1995; Wittrock 1995). Most of them agree with Jensen’s conclusion that mutual funds achieve above-average returns. Inefficiency and volatility of equity prices are important from a central banking standpoint as well. They could be an indication, or even the cause, of fragility in the financial sector.

In fact, the price level or dynamic effects, eg. A market crash or overvalued share prices might harm the entire economy. This is the reason for the widespread consensus that central banks also have a mandate to maintain financial stability at large. Trading liquidity appears on the risk side of institutionalization as well. An excessive clustering of assets could, at least in some market segments, reduce the number of trading partners, effectively jeopardizing market depth. Institutional investors may also prefer large-cap “blue chips”, for instance, or else direct more attention to shares with particular features (Falkenstein, 1996; Freidman, 1995)2. As a consequence there could be unwelcome side effects on local small-cap companies or high-risk start-ups stuck without adequate access to equity financing. An additional risk inherent in institutionalization would be the higher probability of extreme volatility, volatility increasing as investor behavior become becomes more interdependent (Bouchaund and Cont, 2000), eg. Due to index tracking or intentional herding. Another point of bearing on market efficiency is that practitioners often confirm that other investors at times significantly influence their decisions. Indeed, there are good theoretical reasons for rational investors at times significantly influence their decisions. 


Venow and Welch, 19963, This is discussed in more detail below. Finally, a major concern is short-termism which institutional investors are blamed for encouraging. Although one would like to see fund managers act swiftly on relevant new information, ideally one expects them to maintain a long-term view while doing so. By contrast, so-called “buy-and-hold “strategies are often associated with private investors.

To be fair, it needs to be said that failure to trade for a long period after buying is not in itself indicative of a long-term view. Institutional investors have become too important to allow our knowledge to rest on anecdotal or partial evidence- whatever their merits. That is why people choose to conduct a comprehensive questionnaire survey based on voluntary and anonymous participation. In keeping with the notion of the typical investment process as occurring within a level playing field, the study focuses on the “parvenus” in German institutional investing, the managers of share-based mutual funds.

For investors, stock-market stability remains as interesting a topic as ever since it includes the issue of share-price efficiency, in the well-known meaning established by Fama (1970)-or, in non-technical terms, the opportunities and pitfalls surrounding the quest for extraordinary returns. Volatility is important on its own terms to the rational investor as it effectively worsens expected returns adjusted for the investment risks to be assumed. The question whether stock market prices are informational efficient or not has inspired numerous studies beginning with Kendall’s first statistical analysis (1953). 

De Bondt and Thaler (1985,1987)4 present evidence on the short-term under reaction and long-term overreaction of market participants to fundamental news, a behavioral pattern compatible with evidence found in psychological research (Kahneman and Tversky, 1982).
A vast number of studies have been conducted both in India and abroad, relating to investor’s investment behavior. R.C.Lewwllen W.G. and G.G. Schlarbaum (1974)5 made an attempt to explain the attributes and attitudes ‘. Blume, M.E, and his friend (1975) attempted to ascertain investor’s behaviour at both micro and macro levels in their studies titled ‘the assets structure of individual portfolio and some implications for utility functions’. In this study gooding, A.E (1975) explained the decision behaviour and the investor’s perception of common stock. 

In Indian early attempt was made by Gupta, L.C (1991)6 in his study ‘in his study ‘Indian shareowners. Jawaharlal (1993) in his study ‘understanding Indian investor’s has probed in to the investor’s view on different sources of information.

Pro-cyclical, trend –reinforcing behaviour
Do fund managers tend to act pro-cyclically and, in doing so, accelerate market momentum or do they act anti-cyclically and, in doing so, accelerate market momentum or do they act anti-cyclically and thus dampen market fluctuations? Great importance has been attached to this question in the debate of financial market stability (Jegadeesh and Titman, 1993; Grinblatt, titman, and Wermers, 1995)7.
One thesis is that private investors generally tend to act pro-cyclically and, collectively, may therefore trigger exaggerated market price movements; by contrast, institutional investors would, through deliberate anti cyclical behavior, exercise a compensatory function which would serve to stabilize the capital market. Some explanations of procyclical behavior invoke the possibility that investors undertake revaluations only gradually. 9 momentum strategies, i.e shifts into those stocks for which positive fundamental news are trickling in, might then bring the notations closer to the “fundamentally justified” value.

Clearly, such considerations bear directly on the phenomenon under study. According to the data supplied by the fund managers, their investment decisions are strongly influenced by precisely such factors as higher profit expectations on the part of analysts for a certain public limited company and corporate announcements, which are judged to be positive.  By contrast, their strategies take almost no account of dividend expectations: a simple listing of their investment goals makes it clear that dividends are of no great concern anyway.

Market efficiency and investment philosophy
Whether fund managers pursue a more-or-less active or passive investment style is likely to depend on their philosophy. Passive investment strategies such as index-linked or index related investments imply acceptance of the assumption that markets are largely information efficient. On this assumption, the type of primary value creation which passive funds offer their investors represents a deliberatre adaption of a profit –risk profile through the diversification of risk. By contrast, active fund management attempts to achieve above average returns, i.e, to “beat the market”. Thus the type of primary value creation, which active funds try to offer their investors, rests on the deliberate exploitation of suspected comparative advantages in the access to, and analysis of, information. It is only reasonable to assume this, if the distortions in market prices are sufficiently large to make the analysis of information worthwhile. Whether active fund management can actually be expected to deliver extraordinary returns is another story altogether. Even so, the fundamental convictions of institutional investors concerning their own capacity for value creation continue to influence their decisions. The survey responses underscore the fact that German equity fund managers, in general, actually perceive their primary role to consist in the pursuit of above-average market-price increases. Value creation through the implementation of diversification of strategies – and implicity through the replication of indices-evidently plays a significant , if subordinate role. Dividends or other strategic considerations such as tax or balance-sheet advantages tend, as a rule, to be unimportant.

With respect to the nature of markets, virtually all fund managers assume a lack of informational efficiency, an assumption that is consistent with the objective of identifying the potential for above-average price increases. The view clearly prevails that faulty evaluations will also persist over the longer-term because new trends and developments are not recognized until they are well under way and new information is not fully reflected in market prices and once but, instead ,only gradually.

The notion that short-term distortions in market price might be introduced through initially inappropriate responses to new information on the part of investors is treated, for the most part, a secondary consideration. Only a select few describe a high degree of efficiency to the equity market in the sense that shares, on the whole, are thought to be fairly valued. German fund managers obviously see great potential for an active management approach.

In practice, portfolio managers tend to employ different evaluation strategies at the same time; quantitative instruments may be used, for example, to reselect securities out of an investment universe while individual choices are ultimately made in accordance with the results of fundamental analysis (Brus and Meyer-Bullerdiek, 1996)8. Perhaps fundamental analyses are especially well suited to identifying the returns potential over the long term whereas quantitative methods find their primary use in the analysis of short-term fluctuations.

This would explain the overwhelming majority of foreign exchange market players, when questioned by Taylor and Allen (1992)9, indicated using instruments of technical analysis in conjunction with fundamental forecast methods. Technical analysis predominates in the preparation of short-term forecasts; fundamental criteria were more important for long term estimates. The results of the present survey confirm that the method of technical and fundamental analysis plays the more important role by far in everyday practice; the choice of a medium-term time horizon of roughly a year suggests that fund managers concentrate on corporate earnings estimates fort the financial year to come.

A clustering of investors according to their behavioral patterns

At the two extremes, an exploratory analysis of the survey data would reveal either that all equity fund managers follow a quite similar investment approach, or that they all behave very differently. Presumably, however, it should be possible to establish core groupings among the fund managers according to their behavioral patterns. A longstanding concern in the finance literature on market stability centers on the limits and existence of fundamental arbitrage (Shleifer and Vishny, 1997)10. Given their resources and know-how together with their apparent belief in exploitable market inefficiencies, as evidenced by our survey data, professional fund managers ought to be more apt than any other market player to help ensure that the prices on equity markets remain anchored to values calculated on the basis of a balanced assessment of fundamental information.

For this reason, we are interested in whether the survey data enables a subgroup to be identified which resembles fundamental arbitrageurs or , at least, demonstrates a certain potential which would enable them to be qualified as such. There is also a second rationale behind the search for core groups of fund managers.

Institutional investors are often said to have specific preferences and investment styles (Badrinath, Gay and Kale, 1989; Falkenstein, 1996)11. If so, which of them appear to be universal for professional equity investors and which of them specific to certain subgroups? The existence of comprehensive survey data, it is possible to investigate equity investors’ behavior using market research instruments, which are conventionally applied to other groups of buyers, e.g. households in product markets. Where information on group membership or on the number and size or groups in unavailable, cluster analysis is the primary tool for grouping cases on the basis of measured distances-in this case, between selected response variables. Clusters are formed such that grouped cases are more homogeneous relative to one another and more distinct from other groups (Hartung and Elpelt, 1992). Rather than classifying fund managers according to some arbitrarily chosen criteria, it would seem more appropriate to take advantage of the rich information contained in the survey data by using cluster analysis to provide segmentation.

Muthupandi. M. (2000)12 has conducted a study on the title “factors influencing investment decision” which reveals the various characteristics of an investor. A sample of 100 investor was selected in Madurai city. The study reveals that marital status; nature of occupation and income of investor’s affects the investment decision.

Rajarajan’s v. (2000)13 study on investment life styles and investment characteristics” examined the investment size, pattern and future investment preference of individual investors on the basis of their lifestyles. Active investors group and passive investors group have short-term perspective while making their investment decisions. And most of the investors read two or more sources of information to make investment decision and most of them tend to make investment decision of their own.

Guptha, L.C (2003)14 has carried out a study entitled “market investors biggest worries today”. The objective of this study is to examine the investor’s perceptions about the main sources of his worries concerning the stock market. A sample comprise of middle-class household’s spread over 21 states/union territories. The study reveals that the foremost cause of worry for household investors in fraudulent company management and in the second place is too much volatility and in the third place is too much price manipulation.

Critical observers of recent financial developments claim that equity markets are becoming unstable. They argue that share prices frequently lose touch with economic fundamentals. To the extent that technological progress facilities equity trading and the markets-unbridled since deregulation-tend to jack up prices and drive them down again in an exaggerated manner. Market uncertainty increases, as does the fragility of financial systems. Powerful institutional investors are regularly seen as the “culprits” in as much as they are said to huddle together and cheer each other on, driving markets into states of irrational exuberance, and , then again, to collectively frighten each other into a panic. Be that as it may, such concerns definitely coincide with the rapid rise of institutional investors to the rank of dominant players on securities markets. The institutionalization of asset management represents a major trend in Germany  as it does in many other OECD countries, certainly in the last decade, if not longer (Friedman, 1995; Davis, 1997)16. Stability concerns such as those expressed above also manifest a new awareness in this country as to the sharply increased importance of the equity market for the domestic economy.

According to Naveen Fernandes, a Certified Financial Planner and Vice-president, Orbis Financial Corporation Ltd, Mumbai the potential investor, spend some time analyzing various investments and get suggestions from professional advisors. Most professional advisors compare their performance to benchmarks, which are indices. For example, if a fund generated returns of 20%, while its benchmark’s returns were 15%, this “out performance” of the index by 5% is called an ‘Alpha’. This is a good measure to evaluate fund performance, provided the benchmark is reliable. If reliable, it would be a good measure to evaluate even personal portfolios returns. 

The great Warren Buffet, however, considers that “wide diversification is only required when investors do not understand what they are doing”. Fernandes says “If you know, and you need to know, why you make an investment, you should also have guts to invest plenty in it”. According to the study conducted by Fernandes most of the investors are carried away by the noise. The investors can put all his money if they are very clear and are convinced that market is cheap. In an uncertain market he suggests Systematic investment planning (SIP).

The ministry of finance had several rounds of talks with the Central Statistical Organization for conducting a survey, to assess the savings and investment behavior in the country. This is because of facing with lack of quality data on savings and investment decisions of Indians. Dr. K.P. Krishnan, Joint Secretary, Ministry of Finance, (December 2008) has told that this nationwide survey is being conducted because the investment behavior is on the anvil and also there is no quality and time-consistent data that could be of use to policymakers and also to companies designing products. The Finance Ministry is also in dialogue with the Ministry of Human Resource and Development (HRD) for introducing a module on `financial literacy' in the curriculum at school level after obtaining the results of the pilot survey of the above.

Lewis A. Sanders, (2004)17, CEO, Alliance Capital Management conducted a study on “How Human Behavior Drives Investment Activity” for understanding human behavior that is crucial for investors. He had found that the asset prices are driven by three main human preferences: 

1. The overwhelming affection for things that are, or appear to be, certain.

Most household wealth is in assets that have low, or no, volatility, at the expense of earning higher returns.

2. People’s tendency to ignore probability if a large payoff is at stake. 
Lottery ticket sales increase as the jackpot rises, even though the likelihood of winning diminishes. "In the capital markets this is a profound phenomenon because it fuels most bubbles." 

3. Loss aversion
In people's minds, losses loom larger than gains."People just don't like losing money. The only thing they dislike more are money managers who lose it for them."
These traits are reflected in investing styles, according to Sanders. He concluded that Value investors are willing to take on the stress, but in return they spend their lives being depressed, afraid and subject to repeated threats to their self-esteem. Growth investors seek a declining risk premium and are willing to pay more for perceived certainty. Finally, there are speculators, whom Sanders described as being often cloaked as growth investors, operating on "skewness" or extremes in price swings.

Indian investors are optimistic about the medium to long term fundamentals and can continue to benefit from the high growth rates of the economy, if the next generation reforms and infrastructure development are taken care of. There could be some short term volatility if earnings growth does not match up to expectations.

From the studies above it was found that investments and the behavior of the investor depend on many criteria. Investment takes place within the purchase of any group that offers the expectation of the future income or profit or both. Every individual who has more money than he needs for current consumption is potentially an investor. In the present day conditions, finance is scare and those investors try to maximize their return. Hence the art of investment is to see that the return is maximized with the minimum amount of risk, which is inherent investment. Successful investing is not about avoiding risk but about understanding it.

REFERENCES:
1) Miller, Poke and Mao “Fragility of financial sector”. Journal of Financial Management, 1960, vol. 23, pp. 63 – 85.

2) Sanjeev Gupta and Manisha Sharma, “Investment Decisions” Journal of Monetary Economies, 1971, vol. 13, pp. 56 – 71.

3) Porwal, “Analysis of Technique Preferred by Companies”, Journal of Finance, 1976, vol. 19,  pp. 177 – 200.

4) Pandey, “Compared Indian Budget Policies with those of USA and UK”, Journal of Management, 1989, vol. 21, pp. 96 – 113.

5) Sahu, “Trends in Fixed Investment and its Financing”, Journal of Economics, 1985, vol. 16, pp. 77 -97.

6) Dhankar, “Analysis methods of Investment Evaluating”, Journal of Finance, 1995, vol.25, pp. 103 – 121.

7) Jain and Kumar, “Analysis of Investment Techniques”, journal of Management, 1998, vol.17, pp.21 –55.

8) Mina and Swami Nathan, “Relation of Equity, Debenture, and Debt of Equity”, Journal of Monetary Economies, 2003, vol. 42, pp. 76 – 101.

9) Sumetha and Chen, “Investment returns and perspectives”, Journal of Finance, 2004, vol. 71, pp. 57 – 76.

10) Srinivasan and Raghu, “Managing Funds”, Journal of Management, 2004, vol. 26, pp. 16 – 27.

11) Booper and Rishi, “Determinants of Investment”, Journal of Economic Perspectives, 2005, vol. 32, pp. 46 – 69.

12) Bradley, “Investment Models”, Journal of Accounting, 2005, vol.17, pp.36 – 51.

13) Narayanan and Bala Subramanian, “Interrelationship between Investment and Financing Aspects”, Journal of Financial Investment, vol. 29, pp. 26 – 44.

14) Santi Gopal Maji and Santana Kumar, “Determinants of portfolio”, Journal of Economic Literature, 2007, vol. 21, pp. 16 – 32.

15) Chandra, “Influence of Size, Industry Group and Capital Intensity on the choice of Investment Evaluation Techniques”, Journal of Financial Investment, 2007, vol.35, pp. 111 – 125.

16) Narayan  Senthil and Uma Shankar, “Impact of International Capital Flow on Indian’s Economic Growth”, Journal of Indian Economy, 2007, vol. 27, pp. 79 – 94.

17) Lewis A. Sanders, Investment Behaviour in equity,, The Hindu, 2007.

CHAPTER-3

RESEARCH METHODOLOGY

Research is an original contribution to the existing stock of knowledge making for its advancement. It is the pursuit of truth with the help of study, observation, comparison and experiment. In short, the search for knowledge through objective and systematic method of finding solution to a problem is research.

A research method refers to the methods the researchers use in performing research operations. Research methodology is a way to systematically solve the research problem. By research methodology, not only the research methods are considered but also the logic behind the methods used in the context of the research study and explanations are given on why a particular technique is used.

RESEARCH DESIGN

The formidable problem that follows the task of defining the research problem is the preparation of the design of the research project, popularly known as “research design”. Decisions regarding what, where, how much, by what means concerning an inquiry or a research study constitute a research design. “A research design is the arrangement of conditions for collection and analysis of data in a manner that aims to combine relevance to the research purpose with economy in procedure”. The research design is the conceptual structure within which research is conducted; it constitutes the blueprint for the collection, measurement and analysis of data.

This particular study describes the investment behaviour of the equity investors in DJS Stock and Shares Ltd, the factors contributing to it and the liquidity decisions of the investors based upon the return of investment.

 The research design for this study is descriptive in nature. Descriptive Research Studies are those studies, which are concerned with describing the characteristics of a particular individual, or of a group i.e. this design describes the state of affairs as it exists at present. This study describes the investment behaviour of the investors in DJS Stock and Shares Ltd.

SOURCES OF DATA

The data collected for the research includes both primary and secondary data.
Primary data

Primary data is the data collected directly from the investors of the concern. The data were collected from the investors through the questionnaire prepared by the researcher. The questionnaire was prepared mainly to know the investment behaviour of the investors in the organization. 

Secondary data

           

 The secondary data are those which have already been collected by someone else and which have already been passed through the statistical process. The secondary data has been collected from the books, journals, magazines and websites. The data relating to the company were collected from the personal manual and past records of the company.

RESEARCH INSTRUMENT

The research instrument used in this research is questionnaire. The instrument was used at its very flexible and is the most common instrument in collecting primary data. The questionnaire was designed in such a way to elicit all the vital information from the investors.

The questionnaire was divided into 4 parts:

· First part deals with the information related to personal details.

· Second part deals with information related to experience and the type of investment of the investors.

· Third part deals with the investment and the liquidity decisions of the investors.

· Fourth part deals with the factors relating to the above said decisions.

A variety of 4 and 5 point scaling techniques were used by the researcher in the questionnaire in order to identify the factors relating to the investment and liquidity decisions of the equity investors.
Pilot study
The feasibility of the study was tested by the researcher with the sample of 20 equity investors. The pilot study inspects whether there is a possibility to conduct a research and it checks the feasibility of the questionnaire.

SAMPLING PLAN

Sampling is a process of obtaining the information about an entire population by examining only a part of it.
Sampling unit

Sampling is the selection of samples from the entire group called as the population or universe of interest. The study covers the investors at various branches of DJS Stock and Shares Ltd. The study aims to study the investment behaviour of equity investors in particular. 

Sample size

The sample size is 120 at various branches of DJS Stock and Shares Ltd.

SAMPLING PROCEDURE

Non-Probability sampling

The sampling is based on the concept of non-probability. The respondents are selected directly by the researcher. In this study, the 106 respondents were selected out of all the branches of DJS Stock and Shares Ltd.

Contact method

Investors were personally contacted at the offices premises and the questionnaires were administered. Some questionnaires were administered to the investors through the senior officials of the organization.

SCALING TECHNIQUES

The scaling technique used with dimensions such as: 

· Very Good, Good, Neutral, Bad, Very Bad.

· Not Important, Slightly Important, Important, Very Important

· Wrong, Rather Wrong, True, Rather true

TOOLS FOR ANALYSIS

The data collected using questionnaires are analyzed to measure the investment behaviour. The data is analyzed using percentage method, tabulations, pie-charts, bar diagrams etc.

CHAPTER – 4

ANALYSIS AND INTERPRETATION

Analysis refers to the computation of certain measures along with searching of patterns of relationship that exist among the data group. After the collection of data, coding was done for the purpose of appropriate statistical analysis.

Analysis was done with an attempt to organize and summarize data in order to enhance the effects of the outcome in such a manner that enables to relate critical points with the study’s objective. Percentages were used analysis and Interpretation.

Analysis   and Interpretation was based on questionnaire, which gives the primary data that is required for this study.

The study includes various factors for analysis and Interpretations, such as personal factors, about various factors, about various avenues of investments, kinds of decisions made by investors before buying and selling shares, investors view on stock market, etc.

DEMGORAPHIC PROFILE
The demographic profile includes the age, gender and educational qualification. These factors help the researcher to identify the type of demographic factors of the clients.

Difference among people existsnot only in their physical appearance, voice, language and habits but also their motives, attitudes, abilities, and thoughts, but these may not be reality apparent. People react quite differently to the same stimulus as there is a considerable difference in their age, gender, education, abilities and their temperament. Table below shows the demographic profile of clients in DJS Stocks and Shares Ltd.

CLASSIFICATION BASED ON GENDER

The gender of the respondent plays an important role in the performance of the respondents because of differing perception, attitudes, beliefs etc… The table below shows this classification.

TABLE - 1

GENDER WISE DISTRIBUTION

	GENDER
	NUMBER OF

INVESTORS
	PERCENTAGE (%)

	Male
	78
	65

	Female
	42
	35

	Total
	120
	100


Gender wise classification reveals that a majority of the investors i.e. 65% are male. Out of 120 equity investors selected for this study, only 35% are female Investors. It is inferred that male investors are very much interested in the share investment than the female investors.
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CLASSIFICATION BASED ON AGE

Depending upon age opinion differs. Data are collected from workers in different age groups. The following table contains of the details regarding respondent’s age.

TABLE-2

AGE WISE DITRIBUTION

	AGE
	NUMBER OF 

INVESTORS
	PERCENTAGE

 (%)

	Below 30
	30
	25

	31-40
	54
	45

	41-50
	21
	17.5

	50 and above
	15
	12.5

	Total
	120
	100


The above table shows the classification of the equity investors based on age. The table shows that out of 120 investors 45% of them belong to the age group ranging from 31 to 40 and 25% of them below 30 and 17.5% of the investors belong to the group which ranges from 41 and 50 and remaining 12.5% of them belong to the last category.

It is inferred from the above that the number of investors is very high in the age group, which ranges between 31-40 as compared to other groups.
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CLASSIFICATION BASED ON MARITAL STATUS

The attention of married respondents is divided between family and the job, which is likely to influence the performance. Unmarried respondents can concentrate more on the job, because they can pay undivided attention of the job, as they have only lesser family commitments.

TABLE-3

MARITAL STATUS WISE DITRIBUTION

	MARITAL STATUS
	NUMBER OF INVESTORS
	PERCENTAGE

(%)

	Single
	36
	30

	Married
	84
	70

	Total
	120
	100


Out of the 120 investors, 30% of them are unmarried and 70% are married. The marital status of the investors reveals that a majority of the investors are married.
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CLASSIFICATION BASED ON LEVEL OF EDUCATION

Education creates a difference and based on the educational qualification the respondents were divided into 3 classes and the observation recorded were as follows:

TABLE-4

EDUCATION WISE DITRIBUTION

	LEVEL OF

EDUCATION
	NUMBER OF INVESTORS
	PERCENTAGE

(%)

	UG
	49
	40.8

	PG
	56
	46.7

	Others
	15
	12.5

	Total
	120
	100


The table reveals the classification of investors on the basis of their level of education. It is clear from the table that around 46.7% are post graduates and 40.8% of the investors are under graduates, and the other category is 12.5%. It is interested to note that most of the investors are with post graduate level of education.
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CLASSIFICATION BASED ON OCCUPATION

Occupation also influences a person’s consumption pattern. Marketers try to identify the occupational groups that have above average interest in their products and services. The table below represents the distribution of occupation among the clients of DJS Stocks and Shares Ltd.

TABLE-5

OCCUPATION WISE DISTRIBUTION

	OCCUPATION
	NUMBER OF INVESTORS
	PERCENTAGE

(%)

	Agriculture
	9
	7.5

	Business
	27
	22.5

	Profession
	36
	30

	Employed
	30
	25

	Others
	18
	15

	Total
	120
	100


Occupation pattern of the investor’s reveals that majority (i.e.) 30% of the investors are professionals. Investors who are employed are 25%, 22.5% of them are in business, 7.5% of the investors are agriculturists. 15% of people are involved in other occupation.
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CLASSIFICATION BASED ON MONTHLY INCOME

Monthly income plays a very important role. Generally higher the income higher is the interest towards trading. The table below segregates the respondents based on their income. 

TABLE-6

INCOME WISE DISTRIBUTION

	MONTHLY INCOME
	NUMBER OF INVESTORS
	PERCENTAGE 

(%)

	Below Rs.10000
	42
	35

	Rs.10001-20000
	48
	40

	Above Rs.20001
	30
	25

	Total
	120
	100


The above table shows classification of investors based on their level of income out of 120 investors, majority of the investors (i.e.) 40% are with income which ranges from Rs. 10001-20000 per month and 35% of the investors monthly income is up to Rs. 10000 per month. And 25% of the investors earn above 20001 as their monthly income.
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SAVINGS PER MONTH

Hard earned savings is the result of cutting short the expenditure, but inspite of proper planning the expenditure cannot be fully minimized because of basic necessities to live need to be purchased. So saving will be marginally less. The following table explains the savings of the respondents.

TABLE-7

SAVINGS PER MONTH 

	SAVINGS PER MONTH
	NUMBER OF INVESTORS
	PERCENTAGE 

(%)

	Nil
	12
	10

	Below Rs. 2000
	51
	42.5

	Rs.2000-Rs.4000
	36
	30

	Above Rs.4000
	21
	17.5

	Total
	120
	100


Out of the 120 investors, 42.5% of them are saving their income up to Rs. 2000 and 30% of the investors are saving Rs. 2001-Rs.4000 per month and 17.5% of the investors are saving above Rs. 4000 per month and 10% of the investors do not have the habit of saving their income.
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YEARS OF INVESTMENT EXPERIENCE

There are different players in the stock market. Some of them invest for a short term whereas some for long term.

SHORT TERM


Any share held for a period of less than 12 months is treated as short term and most of the investors prefer to engage in short term investment. The investors are not ready to take risk because of the fear of losing money.

LONG TERM


The shares, which are held for more than 12 months, fall under long-term category. Generally investors hold shares expecting that the market will go high and they shall get capital appreciation on their shares.

TABLE-8

YEARS OF INVESTMENT EXPERIENCE

	YEARS OF INVESTMENT EXPERIENCE
	NUMBER OF INVESTORS
	PERCENTAGE (%)

	Below 5 Years
	46
	38

	6-10 Years
	40
	34

	Above 10 Years
	34
	28

	Total
	120
	100


From the above table, it is inferred that 34% of the investors are having the investment experience of about 6 to 10 years. And 38% of them have their investment experience of up to 5 years. And 28% of the investors have the investment experience of 10 years.
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REGULARITY OF BUYING

This plays a role as some may be investing regularly and some occasionally. Hence this is to be considered.

TABLE-9

REGULARITY OF BUYING
	REGULARITY OF BUYING
	NUMBER OF INVESTORS
	PERCENTAGE 

(%)

	Speculator
	36
	30

	Occasional Investor
	24
	20

	Regular Investor
	60
	50

	Total
	120
	100


The above table shows the classification of investors based on their frequency of buying shares. The investors who speculate for profits and trade are speculators. Out of 120 investors, 30% of them are speculators. 20% of the investor invest in the market very rarely falls under the category of Occasional investors. Majority of the investors are Regular investors and they invest at regular intervals. They constitute about 50% of the 120 investors.
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MOTIVE OF INVESTMENT

The following table shows that most of the investors prefer short term as the percentage of the income is high.

TABLE-10

MOTIVE OF INVESTMENT
	MOTIVE OF INVESTMENT
	NUMBER OF INVESTORS
	PERCENTAGE 

(%)

	Short-term gain
	48
	40

	Long-term gain
	39
	32.5

	Dividend income
	33
	27.5

	Total
	120
	100


The investors whose main aim is short term gain are grouped under the first category. The second category comprises of investors whose main motive is long-term gain. The investors who prefer dividend income are grouped under the third category. 

Out of the 120 investors 40% of the investors invest in short-term gains, 32.5% of them belong to second category. 27.5% of them belong to third category. Thus, it is inferred from the table that most of the investors prefer short term gain.
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TYPE OF MARKET PREFERRED

As the investors would have faced a lot of ups and downs and now they would have a clear idea about the market fluctuations and how to tackle them to earn more profit. 

Most of the investors prefer both the primary and secondary market. It is clearly shown in the following table.

TABLE-11

TYPE OF MARKET PREFERRED

	TYPE OF MARKET PREFERRED
	NUMBER OF

 INVESTORS
	PERCENTAGE 

(%)

	Primary
	42
	35

	Secondary
	31
	25.8

	Both
	47
	39.2

	Total
	120
	100


Out of the 120 investors, 35% of the investors give preference to primary market. 25.8% of the investors prefer secondary market. It is clear from the table that most of the investors i.e., 39% of the investors prefer both primary and secondary market.
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SOURCES OF INVESTMENT

There may be various sources of investment like own savings, business income, capital gains, borrowings from various financial institutions, inherited properties etc., the following table shows that most of the investors use own savings for their investment of shares.

TABLE-12

SOURCES OF INVESTMENT

	SOURCES OF INVESTMENT
	NUMBER OF INVESTORS
	PERCENTAGE 

(%)

	Own savings
	66
	55

	Business Income
	45
	37.5

	Capital gains
	9
	7.5

	Borrowings
	0
	0

	Inherited Property
	6
	5

	Others
	0
	0

	Total
	120
	100


From the above table it is inferred that 55% of the investors use their own savings for making investment in shares. 37.5% of them use their business income and 7.5% of the investors use their capital gains for making investment in shares. 5% of them use inherited property for making their investment in the same.

It is inferred from the table that most of the investors use their own savings for investment in equities.
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AVENUES OF INVESTMENT

Avenues of investment may be done in different ways. It can be through equity shares, mutual funds, debentures, real estates, jewellary, bank deposit etc. The following table shows various category of investors who invest in equity shares, mutual funds, debentures etc.

TABLE-13

AVENUES OF INVESTMENT

	AVENUES OF INVESTMENT
	NUMBER OF INVESTORS
	PERCENTAGE (%)

	Equity
	28
	23.4

	Mutual funds
	27
	22.5

	Debentures
	5
	4.16

	Real estates
	9
	7.5

	Jewellery
	6
	5

	Bank deposits
	42
	35

	More than one
	3
	2.5

	TOTAL
	120
	100


From the above table it is inferred that 23.4% of the investors invest in equity shares and 22.5% of them invest in mutual funds and 4.16% of them invest in debentures and 7.5% of them invest in 5% of them invest in jewellary and 35% of them invest in bank deposits and 2.5% of the investors invest in all types of avenues. So it is clearly understood from the table that majority of the investors are investing in bank deposits.
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DECISION TO INVESTMENT IN STOCK MARKET


During 1980’s most of the people invest their savings in bank, post offices, insurance companies etc., Nowadays they are aware of  the stock market through various medias like television, radio, news papers, journals etc. people have understood that through stock market also they can earn profits and decide to invest in it.

TABLE-14

DECISION TO INVEST IN STOCK MARKET

	DECISION TO INVEST
	NUMBER OF INVESTORS
	PERCENTAGE

(%)

	Professional financial advice
	21
	17.5

	Overall past performance of the market as seen from historical perspective
	30
	25

	Information from newspapers
	33
	27.5

	Information with colleagues at work
	24
	20

	Own intuition of future performance
	12
	10

	TOTAL
	120
	100



The above table shows that 17.5% of the investors follow professional financial advice and 25% of them follow the overall past performance and historical perspective and 27.5% of them follow the information from news papers and 27.5% of them follow the information from news papers and 27.5% of them follow information with colleagues at work and only 10% of them follow their own intuition of future performance. So it is inferred that majority of the investors follow information from news papers.
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CALCULATONS MADE BEFORE BUYING SHARES

The investor before investing into the shares will make various assessments like dividend yield, price/earnings ratio, net asset value of the shares, book value, etc. He/She should compare different companies in the same industries and ascertain which provides better return and invest in it.

TABLE-15

CALCULATONS MADE BEFORE BUYING SHARES

	CALCULATIONS MADE BEFORE BUYING SHARES
	NUMBER OF INVESTORS
	PERCENTAGE

(%)

	Dividend yield
	24
	20

	Price/Earning ratio
	27
	22.5

	Net asset value of share
	36
	30

	Book value
	24
	20

	TOTAL
	120
	100


                        From the above table it is understood that majority of the investors calculate net asset value of shares before buying it and 22.5% of them calculate the price/ earning ratio before buying shares and 20% of them calculate dividend yield and book value before buying shares.
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DECISION TO LIQUIDATE

There are various reasons for an investor to liquidate his shares. They may be due to subsequent price falls in shares or due to professional financial advice or to cut their losses. After earning certain profit, the investor may liquidate due to the reason that the market may fall.

TABLE-16

DECISION TO LIQUIDATE

	DECISION TO LIQUIDATE
	NUMBER OF INVESTORS
	PERCENTAGE

(%)

	Professional financial advice
	24
	20

	Negative performance
	27
	22.5

	To cut your losses
	33
	27.5

	Need for urgent cash
	25
	20.8

	Personal feelings 
	9
	7.5

	TOTAL
	120
	100


            From the above table it is inferred that majority i.e., 27.5% of the investors liquidate to cut down their losses. And 22.5 % of them liquidate due to the negative performance of the shares and 20.8% of them liquidate for the need of urgent cash and 20% of them liquidate due to professional financial advice and 7.5% of them liquidate due to personal feelings that market will continue to fall.
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FOLLOW THE STOCK MARKET

In recent days investors are aware about the stock market through various media like television, radio, news paper, magazines and internet through company websites and suggestions from brokers.

TABLE-17 

FOLLOW THE STOCK MARKET

	FOLLOW THE STOCK MARKET
	NUMBER OF INVESTORS
	PERCENTAGE (%)

	Financial news on TV
	12
	10

	Financial news papers
	48
	40

	Suggestions from brokers
	60
	50

	TOTAL
	120
	100


           It is seen that 10% of the investors follow the financial news on TV to watch the stock market and 40% of them follow the financial news papers to watch the stock market and 50% of them follow the suggestions from brokers and decide on whether to invest or liquidate in particular share.

       From the above it is inferred that majority 50% of the investors follow the stock market through the suggestions from brokers.
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VIEW ON STOCK MARKET

For every kind of investors their view on stock market differs. According to the type of investors experience their opinion differs. The following are the investors view on the stock market.

TABLE-18

VIEW ON STOCK MARKET

	VIEW ON STOCK MARKET
	NUMBER OF INVESTORS
	PERCENTAGE (%)

	It’s there for rich people
	15
	12.5

	It’s there to take off money
	15
	12.5

	It’s a risky place to invest money
	51
	42.5

	Can earn good profits from it
	39
	32.5

	TOTAL
	120
	100


           From the above table it is seen that majority 42.5% of the investors feels that it is a risky place to invest in stock market and 32.5% of them feels that they can earn good profits from it. And 12.5% of them feels that the stock market is for rich people and its there to take off their money.

CHART – 18

[image: image26.emf]VIEW ON STOCK MARKET

15 15

51

39

0

10

20

30

40

50

60

It’s there for rich

people

It’s there to take

off money

It’s risky place

to invest money

Can earn good

profits from it

VIEW ON STOCK MARKET

NUMBER OF INVESTORS

It’s there for rich

people

It’s there to take off

money

It’s risky place to invest

money

Can earn good profits

from it


LOSS INCURRED

The investors are classified on the basis of loss incurred in the past years. The following table shows the loss incurred.

TABLE-19

LOSS INCURRED

	LOSS INCURRED
	NUMBER OF INVESTORS
	PERCENTAGE (%)

	Yes
	74
	62

	No
	46
	38

	TOTAL
	120
	100


The above table shows the investors is classified on the basis of loss incurred in the last past years. They have been classified into two categories. The investors in the first category have incurred in the past period. The investors in the second category have not met any lost in the past periods. Out of the total investors 62% investors have incurred loss in the past years. In the second category38% investors have not met loss in the past year. It is very clear the above table 3.26 that most of the investors have incurred loss in the past periods.
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REASONS FOR LOSS

There are various reasons for loss which may be due to the market fluctuations. The share price may increase or decrease in accordance to buying and selling of shares. So the amount of loss on share is unanticipated.

TABLE-20

REASONS FOR LOSS

	REASONS FOR LOSS
	NUMBER OF INVESTORS
	PERCENTAGE

(%)

	High amount of speculation
	24
	20

	Fall in the price
	84
	70

	More than one factors
	12
	10

	TOTAL
	120
	100


             The above table shows the classification of investors based on type of the loss. The investors who are affected by high amount of speculation are grouped under first category. The investors who are affected by fall in prices are grouped under second category. The third category consists of investors who are affected by more than one factor.
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FACTORS CONSIDERED WHILE PURCHASING A SHARE

          While purchasing a share we should consider the piece, liquidity of share, price movement of shares, and expected earnings. It is normally considered by the investors while making an investment in shares.

TABLE-21

FACTORS CONSIDERED WHILE PURCHASING A SHARE

	FACTORS
	WEIGHTED AVERAGE RANK

	Return on investment
	1

	Nature of industry
	2

	Expected earnings
	3

	Dividend policy
	4

	Price movement of shares
	5

	Liquidity of shares
	6

	Management
	7

	Growth prospects of company
	8

	Price/earning ratio
	9

	Risk factors
	10


            For the table an attempt has been made to find out the factors normally considered by the investors while making an investment in shares. Out of the total 120 investor factors while making an investment in shares. The second priority was given to the factor called nature of industry. The factor expected earnings be considered as the third factor while making an investment

CHI-SQUARE ANALYSIS

           

 Chi-square is a statistical test commonly used to compare observed data with data we would expect to obtain according to a specific hypothesis. The chi-square test is always testing what scientists call the null hypothesis, which states that there is no significant difference between the expected and observed result. The symbol for chi-square and the formula are as follows:
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where,

O - Observed frequency, and

E - Expected frequency.

Degrees of freedom can be calculated as:

                     Degree of freedom =   (c-1) (r-1)
where,

 c - Number of columns

r - Number of rows

Ho = null hypothesis 

Ha = Alternative hypothesis 

Null hypothesis 
= The variable doesn't have any relationship with each other

 Alternate hypothesis = The variable are related to each other. 

STEPS IN CALCULATING CHI-SQUARE 
1. Calculating E the expected frequency can be calculated by multiplying the corresponding row total and column total then divide it by the total number of respondents. 

2. Calculated O-E subtracts the corresponding expected values from the observed Frequency values. 

3. Calculate (a-E) ² 

4. Calculate (a-E) 2fE Add all the obtained values i.e . , ∑ (O-E) ²/E 

5. Degree of freedom values are calculated from the frequency table called contingency table using the formula DF = (C-I) (R-l) 

6. When the calculated value is greater than the table value then reject null hypothesis. Accept the alternative hypothesis i.e., there is some relationship between the variables. 

7. When the calculated value is less than table value then accept null hypothesis so there is no relationship between variables. 

If the calculated value of chi square is equal to or exceeds the tabulated values of chi square for given degrees of freedom at a certain level of significance, the difference between the observed and expected frequencies is taken as significant, but if table value is more than the calculated value of chi square then the difference is considered to be insignificant. 

In this chapter, the analysis is made to identify certain factors that influence the investment behaviour. For this, the investment preference is taken as dependent variable and demographic and more related factors are taken as independent variable. The relation between the dependent and independent variables was studied listing null hypothesis using chi-square test.

GENDER AND INVESTMENT BEHAVIOUR

The following two way table shows the respondents according to their Gender & its impact on investment preference. In order to find the influence of gender on investment behaviour, the following null hypothesis was tested with chi – square formula. 

TABLE - 22

GENDER AND INVESTMENT BEHAVIOUR

	Gender\ Investment Behavior
	Low
	Medium
	High
	Total

	Male
	29
	26
	23
	78

	Female
	9
	12
	21
	42

	Total
	38
	38
	54
	120


Ho = There is no significant different between gender and investment behaviour. 

Ha = There is a significant relationship between gender and investment behaviour. 

CHI – SQUARE TEST

	O
	E
	O – E
	(O-E)²
	(O – E) ²/E

	29
	25
	4
	16
	0.64

	26
	25
	1
	1
	0.04

	23
	35
	-12
	144
	4.11

	9
	13
	-4
	16
	1.23

	12
	13
	-1
	1
	0.07

	21
	19
	2
	4
	0.21

	Total
	
	
	
	6.31


INTERPRETATION

Table value for 2 at 5% level of significance = 5.99

Calculated value = 6.31

As the calculated value is greater than table value, null hypothesis is rejected. Hence it can be inferred that there is a significant relationship between Gender of the respondents and their investment preference. 

MARITAL STATUS AND INVESTMENT BAHAVIOUR

The following two way table shows the respondents according to their marital status & investment preference. In order to find the influence of marital status on motivation, the following null hypothesis was tested with chi square formula. 

TABLE-23

MARITAL STATUS AND INVESTMENT BEHAVIOUR

	Marital Status/

Investment Behavior
	Low
	Medium
	High
	Total

	Single
	14
	13
	9
	36

	Married
	14
	33
	45
	94

	Total
	28
	46
	54
	120


Ho = There is no significant different between marital status and investment behaviour.

Ha = There is a significant relationship between marital status and investment behaviour.

CHI SQUARE TEST

	O
	E
	O – E
	(O-E)²
	(O – E) ²/E

	14
	9
	5
	25
	2.77

	13
	11
	2
	4
	0.36

	9
	16
	-7
	49
	3.06

	14
	22
	-8
	64
	2.90

	33
	30
	3
	9
	0.30

	54
	42
	12
	144
	3.42

	Total
	
	
	
	12.81


INTERPRETATION 

Table value for 2 at 5% level of significance = 5.99

Calculated value = 12.81

As the calculated value is greater than table value, null hypothesis is rejected. Hence it can be inferred that there is a significant relationship between marital status of the respondents and their investment behaviour.

EDUCATIONAL QUALIFICATION AND INVESTMENT BEHAVIOUR

The following two way table shows the respondents according to their Education group & Investment behavior. In order to find the influence of education on investment preference, the following null hypothesis was tested with chi-square formula. 

TABLE – 24

EDUCATIONAL QUALIFICATION AND INVESTMENT BEHAVIOUR

	Education\
	Low
	Medium
	High
	Total

	Investment Behaviour
	
	
	
	

	UG
	10
	19
	20
	49

	PG
	13
	20
	23
	56

	Others
	8
	2
	5
	15

	Total
	31
	41
	48
	120


Ho = There is no significant different between education and investment behaviour. 

Ha = There is a significant relationship between education and investment behaviour.. 

CHI SQUARE TEST

	O
	E
	O – E
	(O-E)²
	(O – E) ²/E

	10
	20
	-10
	100
	5.00

	19
	13
	6
	36
	2.76

	20
	20
	0
	0
	0

	13
	23
	-10
	100
	4.34

	20
	15
	5
	25
	1.66

	23
	22
	1
	1
	0.045

	8
	6
	2
	4
	0.66

	2
	4
	-2
	4
	1

	5
	6
	-1
	1
	0.16

	Total
	
	
	
	15.62


INTERPRETATION 

Table value for 4 at 5% level of significance = 9.488

Calculated value = 15.62

As the calculated value is greater than table value, null hypothesis is rejected. Hence it can be inferred that there is a relationship between Education of the respondents and their investment preference.

TYPE OF MARKET AND INVESTMENT BEHAVIOUR

The following two way table shows the relationship according to the market the investors are in & investment behaviour. In order to find the influence of type of market on investment preference, the following null hypothesis was tested with chi – square formula. 

TABLE – 25

TYPE OF MARKET AND INVESTMENT BEHAVIOUR

	Type of market/

Investment behaviour
	Low
	Medium
	High
	Total

	Below 10000
	3
	20
	19
	42

	10000-20000
	7
	12
	29
	48

	Above 20000
	6
	5
	19
	30

	Total
	16
	37
	67
	120


Ho = There is no significant different between type of market and investment behaviour. 

Ha = There is a significant relationship between type of market and investment behaviour. 

CHI SQUARE TEST

	O
	E
	O – E
	(O-E)²
	(O – E) ²/E

	3
	6
	-3
	9
	1.50

	20
	13
	7
	49
	3.76

	19
	23
	-4
	16
	0.69

	7
	6
	1
	1
	0.16

	12
	15
	-3
	9
	0.60

	29
	27
	2
	4
	0.14

	6
	4
	2
	4
	1

	5
	9
	-4
	16
	1.77

	19
	17
	2
	4
	0.23

	Total
	 
	 
	 
	9.95


INTERPRETATION 

Table value for 4 at 5% level of significance = 9.488 

Calculation value = 9.95

As the calculated value is greater than table value, null hypothesis is rejected. Hence it can be inferred that there is a significant relationship between type of market the respondents are in and their investment behaviour.

EXPERIENCE AND INVESTMENT BEHAVIOUR

The following two way table shows the respondents according to their Experience & investment behaviour, the following null hypothesis was tested with chi-square formula.

TABLE – 26

EXPERIENCE AND INVESTMENT BEHAVIOUR

	Experience \
	Low
	Medium
	High
	Total

	Investment behaviour
	
	
	
	

	Below 5 years
	11
	17
	18
	46

	6 – 10 years
	12
	18
	10
	40

	Above 10years
	9
	5
	20
	34

	Total
	32
	40
	48
	120


Ho = There is no significant relationship between experience and investment behaviour.

Ha = There is a significant relationship between experience and investment behaviour. 

CHI SQUARE TEST

	O
	E
	O – E
	(O-E)²
	(O – E) ²/E

	11
	12
	-1
	1
	0.08

	17
	15
	2
	4
	0.26

	18
	18
	0
	0
	0

	12
	11
	1
	1
	0.09

	18
	13
	5
	25
	1.92

	10
	16
	-6
	36
	2.25

	9
	9
	0
	0
	0

	5
	11
	-6
	36
	3.27

	20
	14
	6
	36
	2.57

	Total
	
	
	
	10.44


INTERPRETATION 

Table value for 4 at 5% le4vel of significance = 9.488 

Calculated value = 10.44

As the calculated value is greater than table value, null hypothesis is rejected. Hence it can be inferred that there is a significant relationship between Experience of the respondents and their investment behaviour. 

REGULARITY OF BUYING AND INVESTMENT BEHAVIOUR

The following two way table shows the relationship according to their regularity of buying & investment preference. In order to find the influence of regularity of buying on investment preference, the following null hypothesis was tested with chi – square formula. 

TABLE – 27

REGULARITY OF BUYING AND INVESTMENT BEHAVIOUR

	Regularity of buying \

Investment behaviour
	Low
	Medium
	High
	Total

	Speculator
	8
	12
	16
	36

	Occasional Investor
	3
	4
	17
	24

	Regular Investor
	14
	30
	16
	60

	Total
	25
	46
	49
	120


Ho = There is no significant different between regularity of buying and investment behaviour.

Ha = There is a significant relationship between regularity of buying and investment behaviour.

. 

CHI SQUARE TEST

	O
	E
	O – E
	(O-E)²
	(O – E) ²/E

	8
	8
	0
	0
	0

	12
	14
	-2
	4
	0.28

	16
	15
	1
	1
	0.06

	3
	5
	-2
	4
	0.80

	4
	9
	-5
	25
	2.77

	17
	10
	7
	49
	4.90

	14
	13
	1
	1
	0.076

	30
	23
	7
	49
	2.13

	16
	25
	-9
	81
	3.24

	Total
	
	
	
	14.25


INTERPRETATION 

Table value for 4 at 5% level of significance = 9.488 

Calculation value = 14.25

As the calculated value is greater than table value, null hypothesis is rejected. Hence it can be inferred that there is a significant relationship between regularity of buying of the respondents and their investment behaviour.

MOTIVE OF INVESTMENT AND INVESTMENT BEHAVIOUR

The following two way table shows the respondents according to their motive of investment & its impact on investment preference. In order to find the influence of motive of investment on investment behaviour, the following null hypothesis was tested with chi – square formula. 

TABLE – 28

MOTIVE OF INVESTMENT AND INVESTMENT BEHAVIOUR

	Motive of investment/

Investment behaviour
	Low
	Medium
	High
	Total

	Short-term gain
	9
	23
	16
	48

	Long-term gain
	13
	11
	15
	39

	Dividend income
	14
	9
	10
	33

	Total
	47
	32
	41
	120


Ho = There is no significant different between motive of investment and investment behaviour.

Ha = There is a significant relationship between motive of investment and investment behaviour.

CHI SQUARE TEST

	O
	E
	O – E
	(O-E)²
	(O – E) ²/E

	9
	19
	-10
	100
	5.26

	23
	13
	10
	100
	7.69

	16
	16
	0
	0
	0

	13
	15
	-2
	4
	0.26

	11
	10
	1
	1
	0.1

	15
	13
	2
	4
	0.30

	14
	13
	1
	1
	0.07

	9
	9
	0
	0
	0

	10
	11
	-1
	1
	0.09

	Total
	
	
	
	13.77


INTERPRETATION 

Table value for 4 at 5% level of significance = 9.488 

Calculation value = 13.77

As the calculated value is greater than table value, null hypothesis is rejected. Hence it can be inferred that there is a significant relationship between motive of investment and investment behaviour.

CHAPTER – 5

5.1. FINDINGS

This chapter consists of findings, suggestions and conclusions of the study. The findings are drawn from the analysis of the data collected. The researcher has also provided suggestions based on the findings.

The findings of this study are divided into two sections namely demographic profile of sample of investors and factors influencing investment behaviour of equity investors.

DEMOGRAPHIC PROFILE AND INVESTMENT BEHAVIOUR OF EQUITY INVESTORS

1. GENDER WISE DISTRIBUTION

It is found that majority of the investors i.e., 65% are male and remaining 35% of them are female. It shows that the male investors are interested in investing in equity shares than the female investors.

2. AGE WISE DISTRIBUTION

Majority of the investors i.e., 45% belongs to the age group of 31 to 40 years and married investors are highly interested in investing in shares than the unmarried investors.

3. MARITAL STATUS WISE DISTRIBUTION


Out of the total 120 investors, 30% of them are single and 70% of them are married.

4. LEVEL OF EDUCATION WISE DISTRIBUTION

Majority of the investors i.e., 46.7% are with educational qualification equal to post graduates. And 40.8% of them are undergraduates and 12.5% of the investors fall under others category.

5. OCCUPATION WISE DISTRIBUTION

Occupation pattern of the investors reveals that majority of the investors i.e., 30% are professionals and 25% of them are employed and 22.5% of them are in business and only 7.5 % of them are agriculturists.

6. INCOME WISE DISTRIBUTION

It is found that 40% of the investors earn their average income as Rs. 10001 to Rs. 20000 and 35% of the investors earns up to Rs, 10000 and only 25% of the investors earn above Rs. 20000.

7. SAVINGS PER MONTH

Out of the 120 investors, 42.5% of them save up to Rs. 2000 per month. And 30% of them save Rs. 4000 per month and 17.5% of them save above Rs. 4000 per month and only 10% of the investors do not have the habit of saving.

FACTORS INFLUENCING INVESTMENT BEHAVIOUR OF EQUITY INVESTORS


8. INVESTMENT EXPERIENCE

It is found that, 34% of the investors are having the investment experience of about 6 to 10 years. And 28% of them have the investment experience of above 10 years. And 38% of the investors have the investment experience of up to 5 years.

9. REGULARITY OF INVESTING

Out of 120 investors, 30% of them are occasional investors who are not buying shares at regular intervals. 20% of them are speculators who does intraday trading. 50% of the investors fall under regular investors and does investment periodically.

10. MOTIVE OF INVESTMENT

Out of 120 investors, 40% of them invest for short term gains, 32.5% of them invest for long term gains. 27.5% of them preferred dividend income. Thus, it is observed from that most of the investors prefer short term gain.

11. TYPE OF MARKET PREFERRED

Out of 120 investors, there are 35% of the investors who give preferences to primary market. 26% of the investors prefer secondary market. It is clear that most of the investors i.e., 39% of the investors prefer both primary and secondary market.
12. SOURCES OF INVESTMENT 

It is inferred that 55% of the investors use their own savings for making investment in shares. 37.5% of them use their business income for making investment in shares. 7.5% of the investors use their capital gains as their investment in shares. 5% of them use their inherited property for making investment in shares.

It is understood that most of the investors use own savings for their investment in shares.

13. AVENUES OF INVESTMENT 

It is inferred that 23.4% of the investors invest in equity shares and 22.5% of them invest in mutual funds and 41.6% of them invest in debentures and 7.5% of them invest in real estates, 5% of them invest in jewellery and 35% of the invest in bank deposits and 2.5% of the investors invest in other type of avenues.

So it is understood that majority of the investors are investing in bank deposits.

14. DECISION TO INVEST IN STOCK MARKET

Out of the 10 investors, 17.5% of the investors follow professional financial advice and 25% of them follow the overall past performance and historical perspective and 27.5% of them follow the information from news papers and 27.5% of them follow information with colleagues at work and only 10% of them follow their own intuition of future performance.

So it is inferred that majority of the investors follow information from news papers.

15. CALCULATIONS MADE BEFOR BUYING SHARES

From the above table it is inferred that majority of the investors calculate net asset value of shares before buying and 22.5% of them calculate the price/earnings ratio before buying shares and 20% of them calculate dividend yield and book value before buying shares.

16. DECISION TO LIQUIDATE

It is inferred that majority i.e., 27.5% of investors liquidate to cut down their losses. And 22.5% of them liquidate due to the negative performance of the shares. And 20.8% of them liquidate for the need of urgent cash and 20% of them liquidate due to professional financial advice and 7.5% of them liquidate due to the personal feeling that the market will continue to fall.

17. FOLLOW THE STOCK MARKET

It is inferred that majority i.e., 50% of the investors get the information from stock brokers. 40% of them update themselves with the help od financial news papers. Only10% of the investors follow the stock market through financial news in television.

18. INVESTOR’S VIEW ON THE STOCK MARKET

It is seen that majority 42.5% of the investors feels stock market is a risky place to invest and 32.5% of them feel that they can earn good profits from it. And 12.5% of them feel that the stock market is for rich people and it’s there to take off their money.

19. LOSS INCURRED

It shows the investors classified on the basis of loss incurred in the past years. They have been classified into two categories. The investors in the first category have incurred loss in the past period. The investors in the second category have not met any loss in the past period. Out of the total investors, 62% of the investors have incurred loss in the past years. In the second category, 38% of the investors belong to the second category.

20. REASONS FOR LOSS

Majority i.e., 70% of the investor’s reason for loss is fall in price. And for 20% of them it is due to high amount of speculation and 10% of them have more than one factor as the reason for their loss.

21. FACTORS CONSIDERED WHILE PURCHASING A SHARE

It is understood that majority of the investors consider the RATE OF INTEREST to be the first and foremost factor while making investment in shares. And next preference is given to the INDUSTRY. The factor EXPECTED EARNINGS is considered as the third factor while making an investment.

FINDINGS FROM CHI-SQUARE TEST

The following factors and investment behaviour are compared and the following inferences are obtained.

	FACTOR
	H0
	Ha
	TABLE

VALUE
	OBTAINED

VALUE
	INFERENCE

	GENDER 
	No significant difference.
	Exists significant difference.
	5.99
	3.61
	Gender has an influence on investment behaviour.



	MARITAL STATUS 
	No significant difference.
	Exists significant difference.
	5.99
	12.81
	Marital status has an influence on investment behaviour.



	LEVEL OF EDUCATION 


	No significant difference.
	Exists significant difference.
	9.488
	15.62
	Level of education has an influence on investment behaviour.



	TYPE OF MARKET 
	No significant difference.
	Exists significant difference.
	9.488
	9.95
	Type of market has an influence on investment behaviour.



	EXPERIENCE 
	No significant difference.
	Exists significant difference.
	9.488
	10.44
	Experience has an influence on investment behaviour.



	REGULARITY OF BUYING 
	No significant difference.
	Exists significant difference.
	9.488
	14.25
	Buying behaviour has an influence on investment behaviour.



	MOTIVE OF INVESTMENT 
	No significant difference.
	Exists significant difference.
	9.488
	13.77
	Motive of investment has an influence on investment behaviour.




MODEL FOR INVESTMENT BEHAVIOUR


[image: image30]
5.2. SUGESSTIONS


The following suggestions were proposed to the investors, brokers, company, investor’s forum and SEBI.

.

TO THE INVESTORS
· It is very specialized job and so the relatively small investors who wish to invest a little money on equities should try through institutional investment.

· The investors should not invest all the money in equity shares because there is no guaranteed return from that investment.

· Investment in shares should be diversified.

· Shares of diversified companies should be preferred as compared to unitary company.

· The investors must be aware of the happenings of the share market and must follow all the day-to-day happenings in the market.

· The investors should purchase shares that have regular trade in stock market.

· Before investing investors has to consult with the broker and evaluate their idea for making wide investment.

TO THE COMPANY, SEBI

· Public disclosure of annual reports through websites must be made accessible.
· All financial reports for life time must be made available.
· Share prices should be published in Tamil Daily’s.
· Company can publish quarterly reports through internet.
· Companies should provide dividend insurance like foreign companies.
TO THE BROKERS 

· Brokers have to remove the doubts of the investors and should always protect the interest of the investors (Clients).
· Transaction of the brokers at the time of executing the orders must be transparent.
5.3. CONCLUSION

                No investor wants to lose money. Capital gains and dividends are the important ingredients that investors regard as return on investment. Any investor with ample reliable information is likely to be successful in the stock market. To avoid wrong decisions one may need expert and professional guidance. The real world of investing is so lively and ever changing and it attracts the investors, the speculator and the gambler. It is also clear that equity investment is not for all. 

            Individual investor’s behavior can influence stock markets behavior and it can influence the course of action to the economy. So the players and regulators should endeavor to protect the interest of individual investors and thus create confidence in their mind. The development and smooth functioning of the capital market in the long is not possible without protecting the interest of investors.

BIBLIOGRAPHY

Books

· Kothari.C.R.1985, research methodology-methods and techniques, Wishwa Prakashan publications, 3rd edition, pp: 1-29, 39-47.

· V.Gangadhar, G. Ramesh Babu, 2003, Investment Management, Anmol publications Pvt Ltd, New Delhi, pp 40,41.

· Sudhindra Bhat, 2008, Security Analysis and Portfolio Management, Excel Books, 1st edition, pp: 123-126.

· Punithavathy Pandian “Security Analysis and Portfolio Management” Vikas Publishing House Pvt Ltd., I edition, pp: 134,345

· Bhole. L.M. “Financial Institution and Futures Market” Tata Mc Graw Hill Edition, 3rd edition, New Delhi., pp:12,91

Magazines

· Dr K.P. Krishnan, Investment Behaviour on the anvil, Survey on savings, THE HINDU, June 21, 2007

Websites

· “Indian Markets need to manage sub-prime Challenges” 

http://www.personalfinancewindow.com/market_monitor/09022008-manage.htm

· “Investors should moderate their expectations from equity market in 2008”

http://www.personalfinancewindow.com/market_monitor/01012008- investors.htm

· “Investment Strategies in Indian Stock Market: A Survey” 

http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1134668

· “India's equity investments may rise 10-fold” 

http://us.rediff.com/money/2006/may/06invest.htm

· “Seven habits of highly effective equity investors”
http://www.caclubindia.com/articles/article_list_detail.asp?article_id=358

QUESTIONNAIRE FOR

STUDY ON INVESTMENT BEHAVIOR OF EQUITY INVESTORS

Dear respondents,

I kindly request you to give the following details for the successful completion of my project.

1. Name:

2. Gender
           ( Male   
           ( Female

3. Age:   
  

( Below 30
     

( 31- 40
        

( 41- 50
      

( 50 and above

4. Marital status:


( Single
       

( Married

5. Educational qualification:

    
( Under graduate
  

    
( Post Graduates        

   
( Others

6. Occupation: 

    
( Agriculture  

    
( Business   

    
( Profession   

    
( Employed    

7. What will be your average monthly income?

     
( Below10000           

( 10001- 20000
      

( Above 20000

8. What will be your average monthly savings?

    
( Up to 2000



( 2001-4000



( Above 4000

9. How many years of investment experience you have?

     
( 0-5 years


(  6-10 years



( Above 10 years

10. What kind of investor are you?

       
( Speculator 


( Occasional Investor 


( Regular investor

11. What kind of gain do you expect when investing?

      
( Short-term gain



( Long-term gain



( Dividend income

12. In what type of market do you prefer to invest? 

 
( Primary


( Secondary



( Both


13. What source of income do you use for investment?

( Own savings
 


( Business income



( Capital gains

( Borrowings



( Inherited property


Others please specify __________________________

14. Give your preference for equity:

( Low
     

( Medium      

( High
15. Give your prefernce based upon the returns:

( Equity






     ( Mutual funds






     ( Debentures 






     ( Real estate






     ( Jewellery







     ( Bank deposit






16. Your decision to invest in stock market was based on:


           ( Professional financial advice





    ( Overall past performance 





    ( Information from newspapers/ TV





    ( Information with colleagues at work





    ( Own intuition of future performance





17. Which of the following calculations have you made before buying shares?

( Dividend yield



( Price/Earnings ratio



( Net asset value of share

       
( Book value



( No calculations

18. Your decision to liquidate was based on:

( Professional advice


( Negative performance


( To cut your losses

( Need for urgent cash


( Personal feelings that market will continue to fall

19. You follow the stock market through

( Financial news on TV




( Financial news paper

( Suggestions from brokers



( Do not follow

20. Give your personal opinion on the following statements about the stock market. Treat each statement separately.
( It’s there for rich people




( It’s there to take off money




( It’s risky place to invest money




( Can earn good profits from it




21. Have you incurred loss in your investment?

       
( Yes



( No

22. If yes, what is the reason for loss?

( High amount of speculation


( Fall in price
      

( Others, specify_________________

23. Of the ten factors listed rank them in the order of importance to you before making    investment decision. Rank them from 1 to 10(1 being the most important and 10 being the least important)

	FACTORS
	RANK
	FACTORS
	RANK

	Return on investment
	
	Liquidity of shares
	

	Nature of industry
	
	Management
	

	Expected earnings
	
	Growth prospects of the company
	

	Dividend policy
	
	Price-earnings ratio
	

	Price movement on shares
	
	Risk factors
	


I thank you very much for spending your precious time filling up this questionnaire. 




INVESTMENT BEHAVIOUR
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