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Abstract

One of the world's most active and complicated financial markets is the stock market. There is
a sizable quantity of money invested in various stocks and securities due to the market's
participation by millions of investors. Several variables, including monetary conditions,
political stability, corporate performance, and personal preferences, have an impact on how
investors behave in the stock market. Investors must make sound financial decisions to
maximize profits and reduce risks and stock market investment behavior is a critical component
of that process. It's essential for investors, financial advisors, and legislators to comprehend the
variables that influence investment behavior. The way Indian stock market investors invest is
influenced by a number of factors. Individual investor preferences, risk tolerance, and
investment goals all have a big impact on how they behave when it comes to investing. The
ability to manage the complicated and dynamic financial market can be aided by having a
thorough awareness of the numerous elements that influence investing behavior in the Indian
stock market.
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Introduction

The effect of an investor's demographics on their capacity for risk-taking. It focuses on stock
market investors who examine variables including age, income, education, and occupation.
Younger and wealthier investors were showed to be more open to taking chances. In addition,
the research revealed that occupation and education level did not appear to have a significant
effect on risk-bearing capacity. Demographic considerations should be considered when

creating investing plans for investors. It emphasizes how crucial demographic considerations
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are in determining an investor's aptitude for risk-taking. They are important since an investor's
risk tolerance can have a big impact on how they invest. So, when developing investment
strategies for their customers, financial advisors should take demographic aspects into
consideration. Financial advisors can help create investment portfolios that are better suited to
their customers' needs and preferences by helping investors understand their level of risk
tolerance (Rajarajan 2003).

Investors' investment behavior is a complicated phenomenon that is influenced by many
different circumstances. to comprehend how investor preferences and awareness affect
investment behavior. Investor awareness was revealed to be positively connected to investment
behavior. Individuals with awareness of financial markets and investment prospects were more
likely to make stock market investments. It also showed that the preferences of investors
significantly influenced their investment behavior. Stock market investment was more popular
among investors who favored long-term investments than short-term ones. It is found that
investor preferences and awareness are significant determinants of investment behavior
(Shobhana and Jayalakshmi 2005).

Indian investors' investment characteristics revealed that a variety of factors, including
demographics, investment goals, risk tolerance, and prior investing experiences, had an impact
on their behavior. According to research, stock market investors were more likely to have
higher risk tolerance levels. In a similar vein, stock market investors were more likely to do so
if they had had successful prior investing experiences. It also showed that this had a substantial
impact on how investors behave in their investments. Investment in the stock market was more
prevalent among investors with long-term goals compared to those with short-term goals.
Several factors affect stock market investors' investment decisions, thus it's critical to grasp
these elements (Vanjeko 2010).

Literature Review

The impact of overconfidence in the investment behavior of investors in the financial markets
is examined by Allen and Evans (2005). Overconfidence is a psychological bias that can lead
people to place an excessive amount of faith in their skills, knowledge, or judgment.

Overconfidence among investors can cause them to undervalue the risks involved in a
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transaction and overbid in the setting of financial markets. Overconfidence may lead to market
crashes and asset bubbles, which are bad for investors. Investors should be aware of the
potential risks connected to overconfidence and should create plans to prevent it. It emphasizes
how crucial it is to comprehend psychological biases that influence investment behavior. It
claims that irrational investment decisions might be made because of overconfidence. It
suggests that investors be aware of the possible risks connected to overconfidence and devise
plans to prevent them. To lower their risk exposure, investors can, for instance, adopt
diversification strategies to spread their investments across several assets. To get an unbiased
opinion on their investing choices, they can also ask for the assistance of financial experts. It
places emphasis on the need to comprehending how overconfidence affects investors' behavior
while making investments in financial markets. Investors that are overconfident may make bad
selections that have unfavorable effects. Investors should be aware of the potential risks
connected to overconfidence and devise plans to prevent them.

Rubin and Rubin (2010) look at how the internet affects investment behavior. They contend
that investors may now more easily obtain and absorb information, which can result in more
informed investing decisions. The amount of knowledge available to investors has expanded as
a result of the internet, making it challenging to effectively filter and evaluate data. This may
result in information overload and impair investors' ability to make wise financial decisions. In
order to avoid any false interpretation by investors, companies must make sure that their data is
accurate and trustworthy. As a result, investors should be cautious and use autonomy when
employing the web as a means of information.

A quality Human Resource Total Quality Management Model is put out by Ali et al. (2006) for
use in the service industry and can assist businesses in raising the standard of their human
resource management procedures. It makes the case that a company's human resources are
essential to its performance and that companies should invest in the creation of a high-quality
model to improve their HR practices. Several elements in the model, including leadership,
employee engagement, training, and development, can help the firm succeed. It highlights the
significance of spending money on an excellent model in the service setting to advance human

resource management procedures. It makes the case that an effective model can aid businesses
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in enhancing their HR procedures, which may have a favorable effect on their general success.
It suggests that businesses spend money on creating a good model to improve their HR
procedures. By doing this, businesses may increase employee happiness, retention, and
productivity, all of which can boost their general success.

The analysis by Anderson et al. (2002) explores how statistics might be used to better
understand investor behavior in financial markets. It makes the case that statistical analysis can
assist traders in spotting market trends and aid investors in making wiser trades. It also
emphasizes how critical it is to comprehend the underlying economic and financial aspects that
can affect investors' behavior in the financial market. Investors can make wiser investment
selections by using statistical analysis in conjunction with a thorough understanding of market
dynamics.

Many factors, such as market manipulation, multiple shareholders, and the internet, have an
impact on stock market investors' behavior. The effects of alert market manipulation on
investor behavior are covered by Alldredge and Cicero (2015). They contend that insiders who
closely monitor the business are more likely to trade on important non-public information.
Stock prices may be impacted as a result, and investors may adjust how they make investments.
Thus, it is crucial that authorities keep an eye on insider trading and that investors are aware of
the potential effects that it may have on their investing choices.

Age, income, and educational attainment are only a few examples of personal traits that can
affect an investor's decision-making. Jayaraj (2013) suggests a factor model to analyze Indian
investors' individual investing decisions. The model considers variables including income, age,
education, and risk perception. The research assesses that although risk perception has a
detrimental effect on investment behavior, financial status and educational level have a
considerable beneficial impact. Investors should therefore be conscious of their unique traits
and consider how these characteristics can affect their choice of investments.

Many blockholders are one more element that influences investor behavior. A notion of
governance through trade and intervention put out by Edmans and Manso (2011) allows for
various blockholders to influence a company's management choices. This may result in a more

effective resource allocation and improved business performance, but it may also lead to
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disputes between blockholders and an inefficient use of resources. Investors' decisions to invest
or sell their holdings may be influenced by such conflicts of interest as they evaluate the
success of the blockholders' initiatives. Hence, when examining investor behavior on the stock
market, the existence of multiple blockholders is a crucial consideration.

Several variables, such as the circulation of rumours, investor attitude, and individual traits,
have an impact on stock market investors' behaviour while making investments. The impact of
rumors on the efficiency of the financial market is examined by Spiegel et al. (2010). They
determine that rumors might reduce market efficiency because they can cause investors to
overreact and base their investment decisions on false or partial information. Investors should
therefore exercise caution when basing investing decisions on rumours and be mindful of the
potential effects of rumours on market efficiency.

Another element that may influence an investor's behaviour is their attitude towards
investments. Tetlock (2007) investigates how the media affects investor mood and how it
affects stock market results. He contends that news coverage of incidents can have an impact
on investor mood, which would in turn can have an impact on stock prices. Moreover, investor
mood can cause herding behaviour, in which individuals copy other investors' investing
decisions rather than making their own. Consequently, it's critical for shareholders to be
conscious of their own prejudices and to take account the possibility that investor emotion will
influence their investment choices.

Objectives

e To ascertain the factors affecting the behviour of Stock Market Investors

Methodology

In this study quantitative research has been carried out. The research employed a judgement
sampling method, where participants were selected based on the minimum stock market
portfolio size of Rs. 5,00,000. To analyze the results, “five-point Likert scale-based statements

were used”. Sample size taken was from 220 stock market investors.
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Data Analysis and Interpretation

Tablel Factors Affecting the Behaviour of Stock Market Investors

Sl Factors Affecting Mean
No. Value
1. Positioning of Economic Growth 3.90
2. Investment Sentiments (Market Movements) 4.01
3. Opinion of Stock Market Brokers 4.10
4. Opinion of Bigger Investors (HNIs) or Opinion Leaders 4.21
5. Expected Political Stability 3.79
6. Price-Earning Ratio 3.44
7. Price to Book Value 3.21
8. Fundamental Factors (Company Robustness etc.) 3.95

Table 1 presents the various factors that affect the investors while choosing their stock market
investment strategies. It was found that the most important factors is Opinion of Bigger
Investors (HNIs) or Opinion Leaders with mean score of 4.21 followed by Opinion of Stock
Market Brokers (4.10), Investment Sentiments (Market Movements) - 4.01, Fundamental
Factors (Company Robustness etc.) - 3.95, Positioning of Economic Growth (3.90), Expected
Political Stability (3.79), Price-Earning Ratio (3.44) and Price to Book Value (3.21).
Conclusion

In conclusion, several variables that affect investors' decision-making processes have an impact
on their investment behavior. These variables include rumors, investor mood, and personal
traits like age, income, and educational attainment. Investors can overreact to rumors and base
their investment decisions on insufficient or incorrect information, which can reduce market
efficiency. Investors should therefore exercise caution when basing investing decisions on
rumors and be aware of the possible effects of rumors on market efficiency. Another element
that may influence investment behavior is investor sentiment. Stock prices can be impacted by
investor mood, which in turn can affect media coverage of events. Moreover, investor mood
can cause herding behavior, in which individuals copy other investors' investing decisions

rather than making their own. Consequently, it's critical for investors to be conscious of their
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own prejudices and to consider the possibility that investor emotion will influence their

investment choices. Individual traits including income, age, education, and risk perception can

have an impact on investment behavior. Investors should therefore be conscious of their unique

traits and consider how these characteristics can affect their choice of investments. In general,

there are many linked and complex factors influencing stock market investment behaviour.

While making investing selections, investors should take a variety of things into account,

including market dynamics, profitability of the company, and their own personal traits and

prejudices. Investors can potentially enhance their investment results and make better selections

by doing this.

References

e Ali, N. A, Zairi, M., & Mahat, F. (2006). Quality HR-TQM Model in Service Context.
Staff paper, University of Putra Malaysia.

e Alldredge, D. M., & Cicero, D. C. (2015). Attentive insider trading. Journal of Financial
Economics, 115(1), 84-101.

e Allen, D. W., & Evans, A. D. (2005). Bidding and overconfidence in experimenting
financial markets. Journal of Behavioral Finance, 6(3), 8-120.

e Anderson, D., Sweeney, D., & Williams, T. (2002). Statistics for business and economics.
South-Western, Thomson Learning.

e Edmans, A., & Manso, G. (2011). Governance through trading and intervention: A theory
of multiple blockholders. Review of Financial Studies, 24(7), 2395-2428.

e Jayaraj, S. (2013). The factor model for determining the individual investment behaviour in
India. IOSR Journal of Economics and Finance, 1(4), 21-32.

e Rajarajan, V. (2003). Investors demographics and risk-bearing capacity. Finance India,
17(2), 565-576.

e Rubin, A., & Rubin, E. (2010). Informed investors and the internet. Journal of Business
Finance & Accounting, 37(7-8), 841-865.

e Shobhana, V. L., & Jayalakshmi, J. (2005). Investor awareness and preference: A study.

University of Madras.

306 International journal of Management, IT and Engineering
http://www.ijmra.us, Email: editorijmie@gmail.com



http://www.ijmra.us/
http://www.ijmra.us/

International Journal of Management, IT & Engineering
Vol. 8 Issue 4, April 2018, ISSN: 2249-0558

Impact Factor: 7.119Journal Homepage: http://www.ijmra.us, Email: editorijmie@gmail.com
Double-Blind Peer Reviewed Refereed Open Access International Journal - Included in the International Serial Directories Indexed & Listed at:
Ulrich's Periodicals Directory ©, U.S.A., Open J-Gate as well as in Cabell’s Directories of Publishing Opportunities, U.S.A

e Spiegel, U., Tavor, T., & Templeman, J. (2010). The effects of rumours on financial market
efficiency. Applied Economics Letters, 17(15), 1461-1464.

e Tetlock, P. C. (2007). Giving content to investor sentiment: The role of media in the stock
market. The Journal of Finance, 62(3), 1139-1168.

e Vanjeko, R. (2010). Indian investors' investment characteristics. Indian Institute of Finance,
4(3&4), 1274-1294.

307 International journal of Management, IT and Engineering
http://www.ijmra.us, Email: editorijmie@gmail.com



http://www.ijmra.us/
http://www.ijmra.us/

